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be u 1) 1{c copy o/ a M1n1i'!o o]‘ a Mcetmg o/ thc Cm lm!th‘c of thc .
oupetl, .approved by thg Dcputy o/ Ihs I;zrcllcncu (hc ("ovcmor “a
of-the 31pt July, 1935, T :

o Th COMmlthc of; Um I’nyy Councrl hnvovhnd bcforc {hem | rep.ort, dut,ed
" 3lat July, 1933, from.thc Actmg Pmm Mmmtu’ rcprcscntmg #8 follows: — -~

O That it is. dcsxrnblc tlmt{' Yo upprouchmg pcnodm reviaign- of ’lhc Bnnk L

w10 Ket\which will precede thé: cnactment of a_mensurc to contiffue the charters R
- of thes “exigting anks,*to’ whxch said ‘Act applies; and which} expire on July >
qﬁ..,1,, 1934, shall \be based: on 4 comp!etc and. detniledexarination of the. ¥

provxslohs of sdid Act-apg. of the.functions nnd opcrutxw&t¥crwndcr of- Lhc =,

o Crn'rurxm)
ce Privy
Gcncrall

o i'

’bnnkmg aystcm* thcreby cstnbhshed,,

« That it. is-also dcmmble that suchy cxnmumhon should/include « study o I
. .of‘the facilitics iow affordéd by The Finance/Act and.n carcful consideration
' / . f. the advisability. of~cstubhshmg in Canatla” a.@entral Barjking Institution,
./ and, if so cstablished,of therelation ¢f such Central Banking Institution -
e to cnstmg‘banks and' its eproper: nutﬁorxty and fnnctxon n the. 'opcratlon el
1 “of the hankin ‘systémof. Cunn.dn‘ (N o "
|

“That sucli‘examination should also includé a. sbudy of tbe entire moﬂe-\ -
tary system of, Canada, m;h}dnng credit, curréncy and coipage, partxcu]arly M
in their relation. to co]nmodltv pncc mowcmen{e ﬂnd ﬂu uatxons in mtér-«; i
) natxonal c\:clmnge, o Ea

i+ 7 That it is nlso advisable to: comxdcr whcthcr n.nd in whnt rcspecte thc }

! bo.nkmg institutions and-the monetary systcm ‘of Canada/ may-bg modified, .

. ecxténded or  developed. for thé purpose’ of. facxht.atmg iptra-Imperial and -

- \ international co-operation .in:public policies desighed to promote the revival .

-\, of Uomestic and foreign trade and enferprise and: the - gcneral increase of

. " employment and: to ensure-a greater measure of stnbxhty m rospcct thcrcto
LN \ The Minister, thcrefort:, rccommcnds‘ that— i

1. Thc Right Honourable- Lord M,\c\nm,w PC I\C, of ‘the Clty of
‘,- ".London,. L‘ngland B e
i . Sir CHARLES S'rt:wm'r Anm kCMG of the’ Cxty of London Engl&nd' L
'\ -The’ nght Honoumblo‘ Sit WILLIAM Tuo\x.\s WmrtE, PC }\ C M G of
: \. - the City of Toronto, in the" Provinco of Ontarjo; o
R \ The' Honoumblc Jottn Ebwarp Brownceg,; K.C., ~\I L..(. qf thc Cxty of .
. &\ -Edmonton, in the Province of -Alberta; and’ R

Bmumw Lenay; Esquire,. BS(-, CI‘ or thc Cm of \Iontro'\l in the L

Province of Qucbcc, TR T o

R b appomtcd Comfmsfuoncrs under Pnrt 1ol The Inqumcs Aeﬁ for the
«  purposc of cxnmmmg, consxdcrmg nnd rcporhng upon all, thc mnttbrs hcrc-
oo Jn cforc'rcmicd, R L e

w

. -.»" e -._

hat, w:tht/ hmmng Lhe guxcml scopc ‘of their mqmry mto the opcr-‘

: .l - utldn of -tho banking: and mongtary. systems of Canada; the said: Com-:

R R -y mrsh‘xoncrs shiall in’ particular, cxaming the ‘provisions and working of .
o : \Bank: Act,:Tlig Dominion” Notes: Act, The' Finance Act.and The -
Cun‘&ncy “Act;and- the: Lth‘/}mbxht) of catnhhshmxz n Ccntrnl Bsmkmg
.Inuhtution l;nd o P AT L

(4
b




6 N ROYAL COMMINSHIN

30 That sad Comminsioners shall report ther” recommendations for re-
vising or supplementing the above mentioned Aets and for the adoption
of sueh other measures ny they may deemn derirnble to promote the
revival of trade and enterprise and to” facilitate intra-Imperial swnd
internntionnl co-operation for the pirpose of raisinge the level of corm-
madity prices” and” for (he purpose of ensuring nereased  domestic
employment and the stability of the ceonomie; finaneind and soeial wsti-
tutions of this country.

The Minister further recommends that The Right Honourable Tord Mue-

millan, P.C, KL of the City of London, England, be Chadrman of the said
Commission, s

/ . .

The Commiltee concur in the foregoing recommendations and gubmit the
same for approval.
/
/

ya (Sed)  G. G. Krzan,
’ Asst. Clerk of the Privy Councl

FAd
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Lei e
‘LyMan P, Durr; - o
©*' .. i Deputy Governor General.,

N . S . R o P : N .':A ‘1.‘ K
5o Grorar The Firri, by the Grace of God of Great. Britain, Ircland and the -
e - - British Dominions beyénd the Seas KING, Defender of the Faith, .
Emperor of India. T¢ all to whom these Presents shall tome or whom . .
the same may-in anyyise concern. B o
:,"‘“\ I e S Co -GrezmiNo: . -
. r . “.' ' “ . Gt N - - N "‘_!
"~ WHEREAS pursuant % e provisions of Part I of the. Inguiries Act, Revised, , ‘?_i",-
. Statutes of Canada, 1927, Chapter 99, His Excellency the Governor General %é A
" -Council by Order P.C/ 1562, of the thirty-’ﬁrst{dny of July in the year of Oyt .-~

Lord one thousand niple hu ds::"iI and thirty-three, copy of which is hereto annexed,
has authérized-the /appointment of .Our .Comnhissioners ‘therein and hereiriafter - } -

b

.. named to inquire/into and  make,a complete and detailed examination of the <.
" o, - provisions of th ank Act, Revised. Statutes of Canada, 1927-Chapter 12, and of
: the, Tynctions ’nd “operations thercunder,of the banking system thereby -estab-
lished “(with;particular consideration of the subject matters sét out in the said * -
Order, wit}x&zt, however, limiting, the generality of thé‘inquiry). o
Now kNow YE that by and with the advice of our Privy Council for Canads, .
We do by these presents nominate, constitute and appoint The Rigttt Honourable -
" Lord Macmillan, P.C., K.C,, of the City-of London, England; SirCharles Stewart, -
- Addis, K.C.M.G., of the City of ‘London, England; The Right Honourable Sir
“* William Thomas White, P.C., K.C.M.G,, of tlie City of Toronto, in_the Province
.. of Ontario; "The Honourable John Edward; Brownlee, K.C., M.L.A., of the City
of Edménton, in the Province of Alberta; and Beaudry” Leman, Esquire, B.Sc.,

s

" C.E, of the City of Montréal, in the Province of Quebe, to be :
“oy - Qur Commiséiqncrs to conduct sugh_ inquiry. "

o

_ " To 1mave, hold, exercisc and enjoy-the said office, place-and trust unto the - .
~..* " edid Lord Macmillan,-Charles Stewart Addis, William Thomas White, John -
.. Edward Brownlée and Beaudry. Leman. together with the rights, powers, privileges
" and emoluments untothe said office, place and triist, of right and by Law apper-
" taining, during pleasure, * /. - IR A C o

.

. “AND WE po further npp’oint' the said The vfhg 1t“'ﬁon‘o'urablc Lord Ma'.c'mil'im,' P
, P.C,, K.C, to be Chairman of ‘Our'said Commission.._., _. . SR
A ¢ testimony whercof ‘We have caused these Our Letters to be made Patent
* ‘and tho.Great Seal of Canada to be hereunto affixed. . —  WiTNESS: —

. Our Right ijity and Well-beloved Counsellor the Right Honourable Lyman
Poore Duff;, Chicf Justice of Canada and Deputy of Our Right Trusty and Right

' Yreli-beloved. Cousin and Counsellor, Vere Brabazon, Earl of Bessborough, a - -

4~ Member of Our Most Honourablé Privy Council, Knight ‘r\and*z Cross of Our .

D

- . [ . e
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.
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“Most Diatinguishied Order of Saint Michael and Snint George, formerly Captain FUEIEE SRR . ) .

in OQur Territorial Army, Governor General and Commander-in-Chief of Our
Dominion of Canada- . c Y

. —, .

anada ) ; B S B 1 <Report of the Royal Commission to Inquire into

Ar Qur Government Iouge in Our City of Otgnwn, thig thirty-first day of . R " Banking and Currency in Canada

July in the year of Our Lord onc thousand nine hundred and thirty-three and in . ' . : . .

:the twenty-fourth year of Our Reign, R W ' . A o : - o : e ry
: ' . L - . ' TO HIS EXCELLENCY THE GOVERNOR GENERAI_IN COUNCIL:

. By Command.” - A . i v S . a

'+ (Signed) © THOMAS MULVEY, C

MAY}T’PLEAS)%‘Youn'Excr:L_Lr.N‘cv: P O
Under-Secretary’ of ‘State. ’ ; ’

. - .

. . We, the Colmmissioners appointed by Order in Council, PIC. 1562, of the
- o Lo C. ‘ © 3lst July, 1933, have the honour to report that in pursuance of the terms of
- T o . L reference contained in ‘the said Order in Council, we have conducted an inquiry
e . ' . - . : -+ . into the functions and operations of the Canadian banking and currency systems
! ‘ ' and allied matters.” . :

. . . LN ' S _The first public sessions were héld at Ottawa for the purpose of receiving .
v L ’ : : Co ., preliminary historical and descriptive data from representatives of the Domin-
R : “ion Government and the chartered banks. Immediately following these hear-
! - ings, we undertook an itinerary -which included visits to important centres in
: : i cach of the provinces. Public scssions were held-at Viotoria, Vancouver, Cal-
| . . . gary, Edmonton, Saskatoort, Regina, Winnipeg, Halifax, Charlottetown, Saint".
oL . : - John, Quebee, Montreal and Toronto. Representations. were invited from pro-
g S T - .7 -vincial and local governments, public bodies and associations, and individuals
. . : . " and intlte course of thé hearings much useful information was obtained. In .
’ / o . : : , o addition ‘to ‘the testimony offered at the public hearings, we reccived many
. . . . L R communications from organizations and individuals who did not find it con-
o . venient to appear at the public sessions. A list of the witnesses who appeared,
o ] . and of the organizations and persons who filed submissions, is- included 4§ an
' . ’ ) ’ PR ) . o appendix to our report. . L . o
/ . t e o During our hearings, a number of topics emerged around which eriticiam
: : : ’ L - RN S 1 of the operation of the banking system centered, The banks were invited to
' :  submit their views on these subjects and alsd on any other matters with Which
) L - they might desire to deal. The concluding public sessions, which were held at
oot T - Ottawa, were devoted mainly to hearing representatives of the banks in  this
: - connection, Lo

Y
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. CHAPTER I

INTRODUCTORY

1. The innnmlix_llullm'r'usinn of our appointment, as the preamble of the
Order in Council indigates, was the,approaching expiry of the charters of the:
Canadiani banks -which, under the Bank Act.of 1923, were due to terminate on
Ist .!mm:f’,'«\ult'\\')rielu-by the_ Bank Chiarters Continuation Act, 1933, have
been extended to 1st July, 1934, Sinte & thactment of the first geheral Bank
Act for Canadn in 1871, the legislative practiée has been to renew the charters
of- the banks at dcfenninl intervals (apart from two temporary extensions in
1911 and 1912), n method which has the ndvantage of enabling Parliiment to

“review and revise the national banking code from time to time in the light of-

growing experience. The rocinl and cconomic conditions of a progressive com-
munity alter and ‘develop and its banking system, which forms an essentinl
part of the cconomic structure of the country, must continually. adjust itself to
+* -~ changing conditions. - '

 The revision now due is the sixth, previous revisions having taken place
in 1880, 1890, 1900,.1913 and 1923. These previous revisions were undertaken
in ordinary course by the Parliament of Canada and have resulted, as will be
seen in the sequel, in progressive adaptation of the banking code to the require-

. ments of the nation. The records of the proceedings in Parliament and before

‘and of the proposals put forwnrd for their solution.” As the f
‘revision ten years ‘ago' the banking code of Canada is now embodied in an,

the Select Standing Committeeg.on Banking nnd Commeree provide a valuable
indication of the problems which have from time to time presented themselves
result of the Inst

claborate statute of 168 scctions and numerous schedules. .
P T . . . . .. .
4 3. In he fortlicoming session” of Parligment the work of revision will no

deubt follow the same procedure ns in the past; hut we understand that on this -

ocedsion it hins been thought desirable that,as a preliminary mensure n special
survey of the finaneinl cquipment of the country should be nndfriaken which.
might ser¥e as an aid to Parliament in its important task. The financinl con-
ditions of the ten years which have elapsed since the last revision have been
so enti '}lv abnormal as not only to give rise to a host of new problems of the
most far reaching kind, but also to present many old prohfems in an entirely new
Fuise.
couptries during this period of exceeptional strain has.not unnaturally been called
in question and gubjected to eriticism.. Distress always fosters mistrust.  The

hanks conld not hope to be immune from such questioning. No doubt, by the

nature of their business, banks are necessarily conservative institutions innsmuch |

as the serviees which they render to the community ‘are dependent on their
stability. They denl in eredit which predicates confidence, and confidence can
only be inspired by stability and trustworthiness. But the important part which
they play in the national life and the influence which they exert in the daily

concerns of the people require that they should justify, by their cfficiency the

privileges which are conferred on them. ]

1. Our terms of veference require us not merely to examine the banking
avstem of Canada and its operation It also to investigate the working of the
Finanee Net jnd other related statutes, to consider the advisability of estab-
tishine o central hnnmnu institutibn, to study the entire monetary system of
Canada, _particularly in relation to cominodity price movements and -inter-

N 10

The adequacy of the politieal, social and ceonomic institutions of all

=, policy of national recovery while,
< puch Lo impede it. The success of

.

s drang T Ing
yor

. BANKING ANT) CUREENCY R " 1
national exchange flictuations, to L‘un'.-:i(lvr_‘w]u%r the monetary system of
Cnnada may be so modified and developed®ns to Mcilitate, intra-Imperial and
international co-operation in policies designed to promote the revival of trade,
the increase and stability of emplovifient and the raising of the level of com-
modity prices, and generally” to make such recommendations as we may deem
proper for revising or supplementing existing lepislation or fdr the adoption
of other mensures caleulated to promote -the economic and financial wellare
of Canady/, Within the latitude of so wide a reference it might no doubt be
open’to us to attempt to investigate every aspect of the political, social and
cconomic/ life of Canada. We have taken a more moderate view of the duty
entrusted to us and have coneidered it rather to beour task to-efiter upon the
field of /these large topics only insofar as they affect and are affected by the
more spjecific subject of our study, namely, the banking and currency systems
of Canfida. This indeed invplves a sufticiently extensive survey. To arrive at
_an opigion on the adequacy-of the existing systems necessitates an appreciation.
of the fmedium in which they have to work! Accordingly, we have {o take intn
acconnjt the prosent economic situation as we' find it with ‘all the new and
perpleking elements which it presents. » . St

5! The most divefse explanations have been offered, of the cauges which
have brought about the existing distress. It is happily not our tagk to dis-
tribufe the blame nmjong the various contributing factors. ‘But it is common
ground that to somq extent at least—though authorities dispute to what eXtent
—monctary and fir ancial cnuses must bear o share of the responsibility. Yt
it must always be remembered that even a perfect system of, finance may be
thrown into confusion by the catastrophe of war 6t “gther, profGund. disturb-
ances and by a disregard of sound cconomic principles on the pmrt of govery:
ments. A fair and cfficient financipl system ean do much to.jromote a° wise
n”inequitable and incflicient one ean de
iy finaricial system is ultimately depen-

dont upon sound national policy?

. 6. Subject t6 these consideratighss it is obviously ‘well that at such a time
ns this the adequacy of the finanfial mechanism of any country to the new
demands .made upon it should bef examined in order to “ascertain whether the
exiating mechanism is working wbll or could be made to work better, not only
upder existing conditions but under those likely to prevail with the return of
normality. The world will not réturn to the status quo ante. When prosperity
returps, it will return to a world changed in many important respeets. We
have to sce whether in the particular sphere of our inquiry Canada has the best

_cquipment o deal with these new conditions, having regard to all their economic
implications. ' ' '

\h a time of difficulty experiment is justifiable. Unfortunately ther
is 0o [AhorRtoi* Iy which such experiments can first be tried.  They can onh
be tricd upon the Jives and fortilpes of human beings and if they fail they
may be productive of untold misery. “The mechanism-of finance is a delicat.
one: the confidence upon which it is based is a slow growth, but it"may b
destroyed over-night, and those to whom is entrusted responsibility for th
welfare of the. peopte must proceed with caution in the. adoptien of change:
Nor is it to. be lightly assumed that methods which have suceeeded in one
couptry will neecegsarily siieeeed in another, The transplantation of institution
hasipot always been attended with happy results. Bach country has a geniu
of iAts} own, the result of its history, its traditions, ite climate, the temperamen
of jts\people, its political institutions and its cconomie conditions. It has, v

. (h(‘" Iakguage of the day, its own psychology. To this its institutions mus
%, negessabily be snited. Bat the-experience of other countries, while it st b

studied/with this admonition in mind, affords some guidance in the considers
tigh off proposed intiovations. :
.
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8. The development of Canndian banking exhibits. tlu/nul'nm-r in which
it has been sought to adapt its working to the specinl needs of the conntry?.. A
féw instances will gerve.  One of the most distinctive fentures of Canadian bank--
ing’ from earliest times lins been its witesprend system of pranches,  The first
general regulation in the Act of 1871 (scetion 4) nughorizes the banks to which
it -applies “to open branches or agencies and offices of discount and deposit
and tranenct business, at any place or placesifi the Dominion.” ‘This policy,

following Scottish precedent, has proved of much value to a country of prent

‘distances and to industries dispersed ‘over wide arcas.... Canadinn banking: has
in ‘this -respect adapted, iteelf to the widespread enterprises of the fur trade,
wheat prdduction, lumbering and-fisherics which it grew up to serve. The pro-

‘vision of the Bank Act nuthorizing an additional issue of notes during thelusual,

season: of-moving the crops between September-and the following February is
another illustration of the adaptation of bauking practice to the gpeeinl require-
ments_of Canada. ~Of interest. to the lawyer is the modifieation of thg Iaw of
pledge; which is to be found.in section 88.0f the Act of 1923 and -wlich has
since the original Act 0f.1871, a provision designed
to cimble tlic: financing of these who have ndb available seeurity to offer for.
advances, exeépt. nssets’ which must necessarily ‘remain in their own posséssion.

“Not less significant has been the insistence of Parliament from the first that the
“banks should be prohibited from lending on real estate, thus saving them from

the disnsters which have befallen banks not similarly restrained. = © . & .
a, Other features embodied in the Canadian system which have been devised
it course of its history will be more fully discussedd hereafter. They include

th. .stitution and-statutory recognifion- of the Canadian Bankers' Associntion,
the system of Dominion note issue under the Finanee Act, origumlly \‘n war
emergency measure but now, g amenged, ‘part of the normal peace-time

|
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 machinery, and -the - existenee of a systef=Hf “government inspectiona by, an

.

- . share in trying to mxﬁnlnin,{d\nbi ty

- & "10. The banking organization which we are ca

‘Inspector General of Banks, . R
Hed upon Lo exatgine is thus
ceen to Tiavesheen the result of a long processsof evolulion, subjeet to control
by Parlinmerit and exhibiting, in the claborate and frequently varied regulations

wof the Bank Act, a progressive adgptation.to the special requirements of Canada.

11. But these adaptations; with the exception of the IFininee¢ Act, Have for
the mogt part been within thé sphere of what-may ‘he terned routine/banking.
They )y(n\'c been devised in a warld steadied by ‘the more or -less-/automatic
control of the gold standard and have been- designed to meet the normal exigen-
cies of Canadinn banking practice. The:receAt upheaval of the world's finnnees
and the genefal departure from the gold standard: have led to an -incercsed

recognition of the influencg which, consciously or unconsciously, the mongtary
system of a gountry has-upon its general cconomy and of the part’ which n

wisely-regulated banking system may play on a wider stage? The. comfnercial’
bankpr has very properly in the past, tegarded his responsibility ag mainly
'conﬁﬁerl to safeguarding: the interests/ of his depositors and-sharchgiders and
to ninking judicious loans and invegtments with the funds entrusied to him.

Buigiit is now coming to be rcnliz:)?/thnt_nthcr less obvious but aléo important

reapionsibilitied rest upon the ban! ing gvstem of a_country. Tt must bear a
r : d to regulate the quantity and flow. of
credit; it must interest itsel 'pr'n;c/lpvels. in the fluctuations of .exchange, in
international monetary co:operation-£in short,-in all the matters which concern
national finance. In judging of the’ adequacy of n modern banking system its
ability t6 lend assistance in these/ wider spheres of nction niust be taken into
account; : . VA = .
12. During our hearings much testimony was received.alleging an inndequate
supply of eredit having regard to the needs of various communities with their

_diverse nctivitics, nnd many specific, romplaints were voiced touching rates of *
3 ) ) X b

. . . ‘ . ' 0

J

; financial " questions.

L

: L BANKING AND CURRENCY I

interdst and other-bank charges as well'ns the general administration and practice .

-of Crnndian banke, Thes¢' matfers are concerned with the routine businesy of
domestic banking and do not involve consideration of any fundamental change
in the banking system. They are, of course, of gredt moment_to those con-
cerned and we- shall deal with tiem hereafter s Tully as practicable in their
proper perspective.  But we conceive that oup-larger coneern is with the more
difienlt subjeet of the adequacy. of the existing Canadian financial system to
assume ‘new and inereasing responsibilitics: * That no doubt ix why we ure
“renquired to consider the advisabilityeof-cstablishing somé form of central bank
in Canadi. We. shall of ‘(‘nnrs(yfﬁ{\' digcuss this problem but frond what we
have snid above, it will he-ghvious why the matter of a central:bank hus -
attained the importance.af being the only specific subject- which ‘we'are acked
to consider. . e

13, In"the-Ourse of our hearings throughout the Provinees of .Canuda the
;most diyerse views have been:expressed uponta great variety ‘of cconomic and
At some pluces we heard evidence tendered to us by

witnesses who advoented % complete supersession of Ahe present bavking code
by a socialized or nationalized system, We rCfl‘:liIl.%:’\'(‘\'('r. from any coniment
on thest proposals{ ag it is obvious that their adoption would*involve a cormplete
change in the whole existing system and this is i/ matter not wighin' the terms
of our reférence.: E i ‘ I . g
14. The plan of our report is simple. We ot out briefly in the first place
the history and/present methods of operution 6f. the Canadian banks and other
financial institytions. We then give a deseription of the salient features of the.
general economie position of Canada as we find 1t.  Xext.we discuss the monetary
and financial problems to which such 2 situation gives.rise, and the. methods
available for dealing witlt sueh problems.  “Flis leads us to consider how far. the.
exisling banking and financial mechaniém, as we have described it, is adequately
equipped to-dope with the problems indicated. We next make our obscervations,
upon tertain matters of hanking practiee and administration raised in the courfe,
of our hearings. Finnlly e make our recomdmendations as to the legislative

and o{her mensures which we suggest should-be adopted. -

15: Wo'may concludé this prefatory chaptep wWS3h two general observations.
In the first place We aish (o emplasize-that gut endeavour has been-to consider
the questions submitted to us abjéctively and with the single nim of improvipg”
and strengthening ‘the Canadian banking and fipancial structure. Such_qiies-
tions 1ia doubt have their politicyl dspect hut tiroy neéd for their solution light,
not heat, In the next place; we must forestall disappointment by distlaiming.
any ability on our part to offer an infallible prescription for ngtional recovery.-
We do trust, however, that the results of our study as here set forth may lielp-to
inform  public opinion upon the difficult and intrieate: quéstions with which we
have to deal.’ Some matters we regard assappropriate”for clucidation and com-
ment rather than for specific reccommendations. Afid while. we may set out the
conscquences as we see them of particular poliefes and tendencics, we are.not so
presumptuous as to ventire, to preseribe to the Government of the countgy what
course it should adopt in matters. of high“executive ‘policy which li¢"outside the
scope of our inquiry, but_which mayAievertheless have.n most -degisive bearing
upon national finance. We shallbe content if our recommendations are =uch
as to promote the strengtheni {

of the financial structurc”of the nation. -
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" AN TISTORICAL SKETCH OF THE FINANCIAL INSTITUTIONS
tooal 7 OF_CANADA ~

16. The Canadian finaneial system is the result of a process of gradhnl

* growth fnd develbpment” extending over ritther niore ‘than a “eentury. * ‘This
evolution. has been inflieneed by a number of. factors, geographieal, politienl
and economiie.. Thus, in"order that there may he a proper approciation of the
cxisting system, we propose to give a brief summary of ils historical back-
ground. ) .

' 17. Geographieally Cantida is divided, into four parts—the eastern maritime

sxption, the- centenl nren, the Prairie Provinces and the Pueific const. Iach
Pt byt its own speeinl cconomic ifferests, .which] renders it diflicult to

Teat Canada as a single cconomic unit. This regional diversifieation hashad n
nw “d effect on the Canadinn banking systém and has. influenced the develop-
n f branch biinking s0 s to meet the varying scasogal demands of industries

situnted widely apart. . .

18. An important factor in the developmént of the system Thas been the
proximity”ol -the United States, whose cconomic problems have been in many
respeets similar to those of Canada, ‘The Canadian bhunks have always been
in close contact with fimneial centres in the United States,

19. €0 profoundly has the cconomie develgpmeit of Canada affeeted its
banking
of Canandian banking organization and the stages of the country’s ecojomic pro-
gress.. The first period was that of a local economy where money and not
banking facilitics was needed.

that of industrial development where wider markets made necessary inereased
banking facilities.  These stages of development have resulted in the growth of

© the Canadian banks from small local concerns to the present large institutions
" with branches throughout Canada and in many foregm countries: Such evolu-
tion i not in itselT unusual but the fact that it has been so rapid and so recent
in_ Canada must be borne in mind if the churacteristies of the present-duy

-

syrtem nre to be properly npprecinted. . e

. .4* .‘
v 1. THE CHARTERED BANKS

20. With the sceession of the thirteen.American colinies in 1776, only the
) Of this area -

northern portion of the continent was left under Britgh control.
the eastern section was’ Iater organized into provinees, 8aeh in direet communica-
tion with the British Government and having its separgle.currancy and’banking
svstems. These conditions existed until Confederation In 1867, Accordingly, in
one sense the Canadian banking system pr(,p'crly 80 called ean be said to date
only. from*this event, though of.course its foundations were.laid in the past. We
are concerned primarily with the consolidated systeni starting with Confederation

vand conscquently only a brief recital of the eaflier history need be given here.
Thoso who desire to pursue the study of the kubjecty will find it exhaustively
treated in The Canadian Banking System, 18317-1890, by R.-M. Breckenridge?, and

.in the writings of Adam Shortt and other reeognized authorities.

I A . .

" 1 le‘_w York: American }:r’unnmic Ammociation, 1805, ¢ 2
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sstem that it is possible to trace n correspondenee hetween the stages -

T'he second was that of trade over'a wider area.
with a congequent need for at least loeal banking facilities.  The third stage was

°
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21. It is generally agreed thut the Canadinn bapking system is a direct
descendant-of the first Bank of the United States, antl an examination of the’
bills incorporating'the early banks of Canada exhibitsithis influence, Most of

. the bank charters-of Upper and Lower Canada folloyved the charter of the
Bank of Montreal, which embodied all the essential cliuses and even some of
the phrascology of thecharter of the.first Bank of the Unjted States. ‘The Bank -

of Montreal’s charter (granted in 1822) is thus typical Yind indicates the lines

along which Canadian banking development then proceciied. .

22. The first bank charter granted in:the Maritime Provinces was that of
the Bank of New Brunswick which was influenced by New England banking
laws. The other Maritime banks followed mainly along the lines of the Bank

- of New Brunswick but it may be said that generally thd constitution of the
Upper and Lower Canada banks excreised a predominant ipfluence on the first
Bunk Act of the Dominion of Cusuda. S

23. The period shefore 1867 was formative and” important.  Many modifi-
cutions iy the early charters had been effected by 1867 but the general principles
which they embodicd remained substantially unaltered.. )

.. 24. Although the federal governmenti was given control -of buhkihg and

2

currency in 1867, the first.comprehensive Dominlon, BankjAct wus not passed
until 1871. In the interval -all hanks warked under (.hci.(" exigting provincial
charters which had béen continued.  As the Act of 1874 is the first of the
Dominion Bank Acts, and gave its direction to the present/system, its provisions |
are here summarized. \I : [ . .
25. An oulstanding feature of the Act of 1871 was what is commonly’ referred
to as the double liability clause,-which in ¢{fect renders a sharcholder liable (in -
addition to the extent to which his shares afe-not paid up) for-an amount cqual
to the par value of the shares held by him, or o much thereof ns may be needed

" tokdy the debts and liabilities of the bank. This doublefliability provision made

+*its first appearance in Canadian banking legislation with the incorporation of
the Bank of Nova Scotin’ in 1832, being later made part of an Act renewihg the
charter of the Bank of Montreal in 1841, It may hé refaarked that sharcholders
of the Nationnl banks and the Federal Reserve Iiﬁnksfixx the United States are
subject to a similur liability, while the same is true 6f+q, large proportion of the
State banks. In Great Britain, while the statutory pokitfon is not the same, the
" capital stock of practically all the leading banks is only partially paid up; the
* uncalled eapital, therefore, remains as a liability of the shireholders to the eredit-
ors of such banks. The extent to which double liability has been colleeted from
sharcholders of Canadidn banks that have gone into liquidation during the past
thigty years is indicated in theappendix summary of, S)nnk Jiquidations since’
1867.- The Act of 1871 required a capital of $500,000, of which $100.000 had
to be -paid in before beginning business and # sccond - $100,000 within  two
vears; the remainder could be ealled as required.  Bapk notes cotld be issued
in depominntions of &t or upwards, and the;banks Avere required 10 reeeive
theirown notes in payment at any office, althpugh thg notes were only redeem-
able in specie at expressly designated offices, of which ¢ne had to be the principal
office. There were np reserve requirements exeept that-the banks should keep at
least one-third of their cash 'reserves in IJominion notes. The banks .were
.prohibited from lending on their own stock, for on real cstate, and from paying
dividehds out of capital. The dircctors werg required to have certain’ minimum
holdings of stack, and their borrowings might. be régtricted by by-law. “Certified
lists of sharcholders and mdre detailed mon{Bly returns were {0 he given to the
governmént) fAlse returns constituted ®p offence for’ whieh perfiftics were pre-
seribed. 1T a bank suspended pdymen ~‘&ils liabilities. forasmare than ninety
consccutive days in a year, its charter was¥orfeited.  The charters éxpired-in ten
vears. In 1873 and-in 1875 the monthly s(nlistic:71 return {o the government was

Ad o ‘ : i - B
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" 33 'I‘hc secbmns of “the Act pcrtmmng to lonns on .w house rccelpta nnd
'_,.bllla of . lading were reviséd and- prov:sxonn ennc!ed nuthiorizi g the banks’ w.
“lend «to..manufacturers upon the general security of “goods manufactured or’
‘procurcd for manufacture. and to wholesale purchascrs and. shippers ‘of -natural
products: on .the security- of suc.]i produce.. “Other ‘changes-.were made: 'which |
established the Crown as a'prior:creditor dfter hahk’ not? holders; nnd permitted, |
“foreign’eitizens to be directors so long as the majority of ‘the- bosrd were British -
. subjccts In neeordance with past practice charters'were' extended” for ten. years.
34. Tni ‘1892 the” Cinudian’ “Bankers’, Auocumon was, formed: of  which® ‘the .
,ﬂ‘nrtorcd banks were m(‘mbcrg and bank: ,oflicers any qk'rks, uneocmtm 1+ This ™"
:W®as a: voluntary: nssn(‘mlmn “whiich thr cumc tn h.wc AT nnporu\nt 1nﬂhcnce~
..on Canadian banking.: . . )
; 35. In, 1899 ‘hanks-were nuthonzul tn issue notc‘a in
“pound stcrlmg or tmultiples 'of- th:ﬂ, sum;.for. circitlation: in colonies. outside:
" Caniduln, aconcession to the growing c\tcrnrbl business of ‘the. Canadian banks.’
" During the. mnchu Canadian expansion.went onat'n-slower tate with the rosult |

mmh, ore mmpwlu nsive, while'i in 1879 n ~«luu~zv was luscrh-d prolnbntm;, the
banks from lending on:the stock of other hanks. These were e only. changes ‘of”
“any significance made bebween 1871 un(l 188() \\hvn th(- first ganrnI rc\'wi( of
: rh(- Act was undertaken, X
320, Jhe -period: from 8@7 to 1884 w <m one 0[ ;.,om.rnl cvonomie’ progress in -
U\(‘ Pyominion and- {he “hlds shared +in’ this Jinerense of-:prosperity.~ Between
1867 and 1873 remarkable growth ook pluﬂ- ‘while-the last: two or. thrcc vears
of the period were also times of great activity, Between 1867 apd "1881 thirty -
“haik: charters webe issued by the government resulting in. the formation- ()f some-:
twenty new banks, n fact in itself ‘indientive of the financial. c\punsmn “during
this® pvrm(l The number.of branelies. operated. increased froin 7, m 1868 t()
335 in 1884, and the resources- of the banks inercased grently, R -
27. Tn the midst of this’ p(rmd however, there occurred a general’ llcpm\smn':
which iig sev vrolv felt in Canadg; “There resulled a nimber: of. bank failures ..
‘andd the (-nnucqncnt losses, partieulivly”in respect of the nofes of the’ fmlt'd lmnku L

Jedo eert: vin"ehanges heing made at the rivixion of 1880, o that only ont bank (in ¥890) -was chirtered ‘hetween 1886 -md Muy 1901, In
28. Some of the more important of these ch: anges may - be mcntmn(-d Bnnk _. ; 1898°a new ern of Tannndian éxpansion beman: which lasted until- 1013, eoncurrent
«notes were made € prior lienson the generaluksets of the bank, \\'lnlc thc_- ot withrailway construction and the mm\(h of immigration and wttlcment bctvtccn
denommnhmw of bank notes were fixed ut- 25 or multiples of, that sum.- T orty” v BT 1901 and: 1908 no less than twenty. neiv- banlk:- (h'\.m\r Svere: gmmcd . .
per-eent of the eash reserves il to heskept in Dominion notes, wlhiile the banks - “36. I the séssionsof 1900, l’m’lnment mporpomtcd the: Cnmrhan B4 nkcrg
were  ~uired'to pay up to 50 in-§1 mid $2 Dominjon notes, if o requested.” ™ Associdtion, which was empowered - Lo * promote - “generally the -interests und'
The ans denling with loans én.warchiouse receipte and bllh of luthng were " . efliciency of banks and bank,oficers. nnd he ‘¢ducation xmd training of those
bronacued, and the monthly, returns o the government were required in greater cnntcmplltmg employment in ‘banks.”” The* Asnocm}mn wys:also-empowered to’
detail, ’lhc Act of W80 extended: the eharters ‘of thié banks for-ten veard and ; © - ertabligh and regulate clearing houses, of purely:véluntary., membership. | At. the-
prnlnbltod the use of the title * hank ” by ather. than cliartered banks. : . . revision of the-Bank Act in.1900 the-/ Association iwas assigned ‘certain funchons, '
29. The decnde 1880-1890 witnessed the’ completion of the constgikon of ER "% .. including control by a ¢urator®over suspended banks pending ‘the appointment -
,he, Canadian Pacific Rnilway main‘line to the Pacific const! 1t wa evind st ?\Ld" (ll(l‘?l‘.;'ll(ll(:lltl?):l nfl !")cnn"‘\\":&’g;’onq ;:gsb_?‘;o:‘g“:{‘ l;‘;"‘j{""”c‘l’:(’l::{crw the :832
“chatacterized by v\pnmhng business el mcxonvmg immigration and . .softle-" ) -l Ssacid ere. madae
“ment \\'1th grr\dunl ccohnmie reaction and: decline ih its Iater s(ngm ’llnrl('(-n S"b"“t to nf&prov%‘ by the ’I(‘Jrcnsury ’Bo:ml’lhln 1901 Lhcdb}-ln“s o.f the. }?esocmé )
hanks were incor orated hetweeit 1882 nnid 1886, i lion eame into ¢ cot according o law.. ev required from every chirtere
) ! L “bank doing bisiness-inthe Dominion “a monthly fetyrn; under penalty of fine, .
R 30. In the twenty-three yems hetweed Cuhl’cdcrnhon and. 1889 ten bnnk= Chees M / sho\ung all the /details :of their-circulation. -Provision *was - also made for an"
failéd" and nine others withdrew from “husiness, involvihg heavy losses to share- annital «nspection of - thé circulation accopnt of each bank. A" considerable’
holders, dcpnnturq and notcholders,  Ag™a- u--ull of these unhappy cvpcncnces amount :of “ ¢o- opcmtson nmong thc bnnl\s rveu!ted {rom the formation of the

the revision of 1890 fcorporated several ne n)e‘\t,urcs in-the Bank Act, . - . | - Association: s Tl B
. 312 The establishment of the Biank Cipculation Rc«lcmptlon‘ Fund for bank Tl I ‘General prowemns ‘were m:crtcd in’ thc Act ru,ul'mng mergers rmd -
notes.was one of the most important. mn(\-utmnu cfiected by. the. Act’of 1890. - -.-: nmalgamations of banks, with the result’that special approval by Parliament

ceased to be requisite.’ All that was required was-a proposal of purchase, the con-.
“.sent.of two-thirds of the sharcholders of the's¢lling bank, and the approval.of the.
- Governor in Council, given on (he recominendation of the: Treasury Board. The
Act also allowed the sharcholders’to ‘eall for informationfrom the directors in
“addition ‘to”the regulir reports.  Other clmngcu were the reduction”of the rate of °
“interest on notes of suspended banks from six per;cent to five per. cent, and thc
» limitation-"of -holdings of “real cstate, taken-as additional security, to twelve:

Years; after- that.. penod real ésfate so held was. rendered subjeéct. ta seizure by’
the- Crown upbn sixmonths’ notice, although ‘it coyld: be- Jegally:’ d1<poscd of...
within’ the six.months.: The form of :the monthly. sta cmcn '\'w nmplxﬁcd and
_the chartets exfended for ten years. :

38.°The pcrmd‘ from 1000-to 1913".was one’ nf unpmc«lcntcd cconomlc
“development in Canada in whiclthe hanke plgygd a very important part. ” Their..
. resources and branches lncrc’\=cd greatly and as a result of the altered éonditions
“ some changes were mndc in the Act dyring this period.: In 1904 the power. of the
hanks to issue hotes in Brijish calonics was.enlarged;-and in 1905 the limitation” .
Sof bank dipectorates to ten mcmbg‘rs wng n'mmcd l(\r some years 1(’, had .been
aue-2 o R - :

- By: this provigion, the banks were wffmrcrl to-deposit with the  Minister of .
Iinance five per cent of their average yvearly note circulation and; ar necéssary, . -
further assessinents could be made! 1f the liquidntors of a failed; Dank ilid not

-arrange. for the redemption or ils notesy: they. were to be’ redeemed outs of this:.
fund; and from the time of‘suspension until rédemption was announced,, the -
notes were to bear six per “éent, interest; nn) unclaimed balances; upon- hquxdn-

'tlon, were to be taken“over by the government without prejudice to::future -
claims, * By this provigion it was hoped 1o protect the note holders from loss
throngh the notes béing nt a discownt.” Thie hanks were dlso rcqlumd to csbo.bl)sh wl
various ngcncm/fhrnu;.,lwut Cithada for thc redemption; pf: their notes. e :

32. While'tlte minimum capital rcqunwl to.start-a hank ‘ras left at ,000,

-the umount”which had to be paid.in before beginning business was raised to
$250,000;" and it was further stipulated. that “this: imount must- be depésited ~ -l
with the Minister of Finance, before the Treasury. Bonrds certificate mlthor-
mng the comm('nr'cmcnt of huamcsa cnu]d mmc
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becoming evidont ghat the nate circulation of the ‘banks was approaching” the -
limit<of ;paid-tip* ‘capital. s The agricultural development, particularly in: the
Prairio. Provinces; innde’ thi¢ #ltuation_unusually ‘ncute during the crop-moving .
“‘season.: . Tho clasticity of the bnik note. circulation, ‘which had always been ‘- -
“regarded-as ope of:the most desirable feattres of the Chnadian banking syuterh,
*wds reacliing it Timit. - As a.résult the Bi\fgk Act wag amended in 1008 to permiit
-n bank to issuo notca-in excesy of its paid-up eapitdl to the amount of fifteen per
“ecnit-of:its’combined pest fund .and unimpaired-paid-up eapital; this facility could
-"‘only,,be‘ufv_ccll:lict\\'ccngoctobcr 1'afyd January 31 of the next’year, which were the
J'»'.[,our'-'mbmlm wheii the "erops ‘were moved, ~ These excoss, igsues were: subjécted,
“swhile outstanding,.to. i tax of not'more than five per.cent per-nannum to be fixed
by the! Governor in:Council; in"practice.. thie maximum rite of five per’eent’has

ways been chargeds 7~

39. For specinl reasons Hibnoi't.'(li}}:pnii\rll mvj‘;iomof thc.'.ﬁrml'cb Aet was post:
poned in 1911, and: 1012, and .did. not take place until 1913.. The main changes.
-made at this revision were:- (1) the cstablishment of:the central’ gald, reserves, ,

by -whighfour: trustces wero: empowered ‘to receivt, from the banks deposits of ;- .

. gbld or. Dominion notes, against which the banks might, issue an equal amofint of
; their own'notes;. (2) the requirtment of-n shareholders! avdit along. the lines of the .
_provistong’of the.English Joint Stock Companics 'Act;: ¢3) the extension by two
“ months of the period during which the banka-could.issue the “ ekcess” note cir-*
culation; and. (4) sorac changes respecting loans to farmers.  In 1915 and 1916
: Tarther améndments with respicet-to lending on cattle and for the-purchase of sced
- grain’ svere mide to the Bank ‘Acl; othitrwise the Act.of 1913 remained ‘virtually
“unc d unti]fhe revision-0f.1923. . . e T E )
e, AL thie? revision of. 1923 provision was made for the registration of
..security for’lodng under-Seetion 88..A great deal of oriticism had been directed -
to the injustice:.to other creditors résulting from non-disclosure :of. the hanks’
prior‘lien. It.wasficcordingly-required that notice of intention to borrow,under
"Section 88 must be registered at the office of the, Assistant Receiver Cieneral in
the pyovirice of the borrower. The sharcholders’-audib:provisions were strength-
sened/and-annual .and monthly returns ¢laborated with: {he added requirement
. thgt statements~of controlled companies in the names of which. any part_of ‘a
’s.operations-were. carried: on must be*furnished, - Proyision was aleo Tnade
..for-keeping redords ‘of attendunce, at diréetors’ meclings ‘u{\d bringing them to

“the: notice. of -sharéholders;.* Regulationis® regarding Joans ¢
-adyances®to any officer or clerk of a bank conld not, in any circumstances, be
“granted in excess of. $10,000. Tt beecame necessary for guarantee and pensiont .
“fumds to be investedlin trustée securities, . TC. . . o

\ 741, As a feaultof the ITome Bank failure in‘1023 the Bank Act ivas amended: ¢
~in 4024 and pravision made for government inspection. This change was.the only

the statute of 1923 with the amendment of 1924, e
42, During the ‘present, century an. important feature in the development of
- Canadian.banking, has been the reduction in the'number of banks by amalgamde .- °
ons, a-process facilitated by the provisions of the Act 0f.1000. ,In 1900 there were ...
 thifty~eight chartered banks sending in reports to the Department of Finance. By. .
*the endvof the -War this number had been reduced by amalgamations and ong
 relativély unimportant failure to-nineteen, notwithstanding that a number ‘of -new
charters had 'meantime been granted.. Since the War. the process has continued
«aAnd at tho present tirde there are teir” chdrtered banks in'Canadn. We gppend
. tables setting out the amalgamations which have taken place since 1867, and also
* ‘the-Principal ‘and Total Assets and Liabilities of ‘each of the'existing chartered

quidations since 1867. -
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‘one’of Stpertdnte made after 1923 and the Act under whicli tie baviks now opernte +* Teene

", Btandard Bank of Canada.
‘ W e

.'banks at 30th June, 1033. In’ the: Appendix a ‘summinry is given of the bank 4'"

ey

Ay

’

Union Bank of Canada...ioiieiiioninann.
Iome Bank of Canadla. N

i..[Western Bynk of Canada...
-+|Sterling Bank of- Canada...

|Commercial Bank of Windsor. . i
.|The Northern. Bank...ivyemuunn,,y .
. |Crown Bank of Canad

United Empire Bank........vvvuenn.i
La Banque Internationale du Canada,.

A

185,

3,

.o BANKING AND'CURRENCY
s . . o , N i
.- TanrLe' 1 ) ..
AMALGAMATIONS BINCE 1807 .. c
Purchasing Bank . Bank Absorbed Date?
Bank of Montreul....... ... “.v.. " o[ Exchange Bank of Yarmouth, N.§....r..... 12, 1908
o ' Pooplo’s Bank of Halifax, N.§ 27, 1908
Ontario Bank:...............
T,’A;wpl_q:l Bank of Now Brunawick..........
- ' Bank of British North America............. 12, 1018 »
e Merchanta' Bank of Canila. . ‘[March 20, 1922
' Molson's Bank...... 20, 1925
Canatinn Bank of Commerce............. Goro Bank............ [May . 19, 1870.%
E : ‘ Bank of British Columbia. ,31, 1000 - -
. |Uatifax Danking Co.. 20, 193",
Merchanta' Bank of P, 31, 1008 -~
Enstern Townships 3ank 29, 1912 -
. |Bank of Hamilton, . 31, 1923
. " [Standard Hank of Canada. ‘3, Y028
Rank of Nova Seotin.......... *iiteereer..|Union Bank of PEL «...... 1, 1583
: Rank of New Brunswick. .. 15, 1013
. ‘ ‘The Metropolitan Bank. 14, 1914
. . The Bank of Ottaws., 50, 1919
Royal Bank of Cannda.. Uninn Bunk of Ialifar, 1, 1910, Ny
Lo 'l'ri\:lt-p' Bank of Cannvla.. .l . »o012 !
K . Quebee Bank.............. AT 2, 1017
b . ' Northern Crown Bank..........cvviverenen. * 2,108
’ . 4 , Union Dank of Canada . 31,1028
Imperial Bank of Canadln. ... * | Niagara District Daak....... 21, 1875.
. Lo The Weyburn Security Bank. .. 1, 1931
Banque d'Tochelngn?, .. ivieverevennnen Banque Nationale...., y . 30, 1924
¢ ; NN
Summernide Bank.......oiiiiiiiiiiiiiiien Sept.~~ 12, 1901
Morchants' Bank.......... et . 22," 1868
Commercial Tank of Canada -1, 1808 ¢

Oct. + 31;.1002

..|March 31,1911

018 |

|Feb. 13, 1900 , .

102¢

1The purchasing b;n\ti naméd [ the hw:;ra
" Dates given sinoo 1900 are thoss of the Orders in Council authoriszing the, absorptiona.
The Banque d'Hochelaga alter nbprbinx tho Banqug Nationale adopted th

dienne Nationale.
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t of the table are no longer in businees. . =
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<" rovar, crmm,cs:bx v

Tuu,r 2

‘e

M

v ("nrn-nl,. anmdt ln Un}wlkﬂu‘m —;‘
+ Substiery "1‘.“.{:':" Comm o] e | ofaefrom,
o Unin 4 Toeserves: | Curroncios K] [N
v Y o8 s 8 )
B Tank of Montreal.. 17,033,080 | 8,244,814 vooo‘ooo 200,000 | 81,522,830 _
I\nnk of Nova Secotl 10,070 S22 12,215,002 |, 1,280,000 | * 1,007,422 ‘19,783,402
i -nlnkoanmnw e 308, w2 | ' 4,878,202 030,800 10,85 | 11,450,002
fo nnnquol’mvlnrlnlo du Cnnnd-l ‘v , ‘2'.".06‘4 VI', 374,030 |, iiveiiiiinns 23.'..!07 3,080, 200 :
“Canndian Bank of € . “11,004,710 | 1 20,208,701 | 4,000,000 | 1,273,858 43,786,202~
Toysl Bank of Ciinada. " 8,703,480 |- 23,070,188 |, 3,000,000 | 17,072,850 |+ 50,837,087 :
Pominion Pank.. © o eagres|  sgsisie| 400000 a2 0,744,047
R | Canadi o0, :uo: 1,201,007 L 2,200,000 | - 40,198 | - 6,530,700
% imboi‘iuﬂ;nk'nl Chnada... 20,840 | 4,300800] 27005800 15,97 | 9,985,008
Daieldys Tonk (Cnnndn) C1m00n| 148888 [ 10 |, s
- Totala... viotes| 0,048,817 | 108,058,820 | 21,181,732 20,064,087 [ 212,175,908 o _

Loans and Discounts ' N

Sc‘-m‘ri»tlu » .Call nml Totnll
-| Call Lonns Curret™" | * Curr Aswots?
N in Canada © |Lonna (muhlc e
R in Canadn! “anadn R
s .8 s s 8
'280,224,936 | * 5,148,861 250,335,340 40,808,880"| 701,375,702
‘go722.828 | 13,730,847 | 100, ;omw 13,222,007 m 308,244
; o 40201047 | - 4i400,001 | 44, 705 7 N e I 178
%7 - Danquo Provincini Canada|* 17,034,024 | - 4,813,570 18,000 M7 404
‘ * Chnadian Dank 6f Cormerce. | *108,140,845 | 27,631,280 | 218,313,500 | - 308
" Toyal Bank“m-da LYs's.ss"z.m 27,308,730 | 240,120,300 | 154,187,140 | 7‘19,47'1,‘67‘7 .
% Dominlon Ba ©30,320,300 | © 0,840,833 | 51,030,004 | 2,831,714 | 124,80,3%"
‘nnque ‘Canadfonne’ Natfonalef 47.nw o46°| 5,041,000 oé.rioo,x'm oo ATABD | 138,453,040
meermn.nkorc.uda...’.. 38,000,000 5,703,074 04,508,008 | ..., + 132,132,980
nmhyl Bank (Cmd. : m 642 138,920 " Lp0,422 s con| 7,806,0400. ¢ -
'rout. RN ™y ly‘:uo 1ox.m.o’u 1,056, 002,267 zsz.m.:oa 2.889.405.915".',

 Mncludes loans to Prpvln

' 'lnaludu other asset

Oovernmenu ‘and to ofties, ton-. mumelp‘htlu and -chool dhtnou.

35,181,732°in gold, the r\-?vh’lnder boing Domlnlon notes. . .
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frey = BANKING AND VCIA:'RI{E.‘\'CY' , wow 2V
. » ) L Iy T
oL . TAﬁLF 3 v P
e, R n I3 N '/,‘
Y 3 Capital . Restor ~ Notes ' Dumlnton Tetters
Bank . (paid up) , Roserve in ¢ of Credit .
. ! Fund Circulation. T‘mvlnchl Outatanding
e ¥ : : . Governy .
. 3 E 4 $ g
Bank d,\loru.rcnl 36,000,000 38,000,000 35,380,208 |. 13,970,340 5,404,822
" Bank<ol Nova Heotl 12,000,000 24,000,000 | 11,574,088 1,016,033 5,780,193
Bunk of Toronto. ..., , :000.'”0 9., 000, 000 26,290,424 1.430 873 , 1,004,658
Banque Provineiale d 08 PN YT ). e 3, 585,848 0, 140+ . 15,737
Canadian Bank of (,ummarco 30,000,000 | 30,000, 25:3427019 5 xu. 123 11,350:343
toyal 13ank of Cannda, . 35,000,000 |+ 35,000,000 { - 31,408,307 7,410,852 19,045,428
Doininion Ban 7,000,000 9,000,000 6,521,185 1,285,031 f - 1, 5.!0 520
Jartyue Canaddienne Nulonllo 7..000. 000 7,000,000 | ' - 8,807,31 1,868,407 | . 668, 758
Imperial Bank of Canada...... 7,000, 000 8,000, 000 8,388, 3 2,506,001 |-, Nl BYY
Barclays Bank (Cnnadn)f 500,000 500, 000 287,330 301040 | + . 87,100
' (-Tolall...... ..... eens]” 144,500,000 | 162,000; 000 137,742,010 35,271,140 |- 45,537,597
e o ', *
.
B - A - - -
o . ! ' Doponits  *, o s .
. ! Y| - Due to Tatal
Bank Demand in Notice in Outaside of other . | Linbalitiea!
v Canada Canada “unada ~Nanks . -
) ] i s s s
himk of Montreul.... 389,803, 020 '70 125,477 *9,484,325° ' 759,824, 543
Bunk of Nova Sooti « 134,131,278 .608.'.‘99 . 4,705,814 1272, 08%, 632
- Bunk of Toronto. . 66,035,508 |,.. o 2,754,876 117,737,176
Bunque Provinciale du Canada 4,039.075 ) 31,300,901 |, 59,539 45,487,446
Canadinn Bank of (_,nmmom 110,0787597 | 256,625,801 40 156,901 [ 40,870.!%‘ © 564,005, 451
Royal Bank of Canada.. otf 130,608,120 | 202,804,258° |, 168,175,107 13,709,556 |- 717,053,478
Dominjon Bank......... 20,254,121 | ..61,59,150 1,702,740 3,393,043 124,195, 964
Banqre Cannlicnne Nntlr)nnle, ‘16,646, 208 78,871,543 1,002,370 ROS,'200, 134,972,744
LIinper al Bank of Casnvla.... . 25,037.817°)  "74.008,015 {... Veees 3,311,890 |, 130,844,789
Darclays Bank (Canikla CLa241,424 1,511,840 |.. . 3,400,083 7,858,924
s . w&.O:I!;W 1,386,930, 428 324,920,903 15@.658.21‘3 2.37?.8’:’91 187
L rnclude- other liabilitics. W I
- o ¥
. 2. THE DOMI\‘ICN I\(')TE ISSUE , ~ . .

T

43, As all lhc Provinces entcrmg "Wie felleration’ had” their’ own’ notes in
circulation, the new Canadian gov ¢rnmen i to ‘nvet this problem. In’eflect
xt took over the various provmcml,nom issuts andr sl|b=t1tulcd for‘thcm Domin-
ian notes. . AN
44, The ﬁrst Domuuon \'otcs '\ct pnssed in. 1868, lmntcd the issue to

+ $8,000,000, of whicli the; first 85000000 required ‘a 20 percent reserve, and
" from 85000000 to. §8,000,000 a 25 per cent reserve in spccnel These reserye
. réqirements ‘do not scem high but Wwere probably’ quite, ample, for the notes
0 large extent remained in circulation and the banks were required to keep

Y

““in"Deéminion wotgs one-third ‘of whatever cash reserve. was required. . .
“e.

45 ¢ \xsrlous clmngc!, which need not’'be narrated here? were made in. the
reserve requireménts from time to time, usually. because of-the exigencies of
*.public finance. The changes; “however, were all. small' and did’ not a}tcr the
naturefof, the issue. “The Iast pre-war chnnge was made. in 1003,

46, The: e)&unhon in 1013 was that the. Minister 'of Finance was. rcquxrcd
to hold a reserve” of 25 per cent in gold or gxmmn},eed dcbcnlums for Lho

v. . o
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R '_lh"at'tllm;()()(),ﬂ()l). issued; in fact-the reserve was wholfy upcc'xc: Over thig limit all'
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notes; and (3) to establish a'geners) moratorhini,

notey issucd required a 100 per cent gold resprve, .

.47, In tho war session’ of  August, 1014, Parlinment raised the~partially
covered issue to $50,000,000, Subgequently an issue of $16,000,000 was made
against a deposit of rallway: sceurities gunranteed by the. Dominion Govern-
mend, as well as un uncovered issue” of $10,000,000 for governmental purposes. -

In 1917 an emergeney issuc-of §50,000,000 of Dominion notes wuy nde tos

adinanee war purchnses n Cunada, by the British Government. 'l‘hg?,notcs‘
“weré seeured. by Imperial Treasury bills, Inwliie course, this indebledness was
“Jiquidated by, payments from the British Trensury and all of this issue-had been-

+ redeemed by .)92‘/. Nochanges have since been made in the Dominioh Notes -,

Act exeept that by a’Statutefpassed on 30th March, 1933, the Governor in Coun-
cil was empowered’to suspehd the redemption iftigold of, Dominjpn notes, iaind an
Order in -Council to this effleft*wns made on 10th April, 1933%
.. 48, Another extremely’] “ayﬂ'fanl change-in the Canndian monetary struc-
ture was cffeeted by:the passihg of the Finarice Act in”the 1914 war session of
.. Parlinment. This Act formed pagt of the” cinergeney mensures adopted at the
“sutbrenk-of war. In the early days of Augnst, 1914, many “ runs” upon the
——banks took place throughout the country, withdrawals: of gold in Montreal nnd
“Toronto were particilarly heavy ahd in general an atmosphere of incipient -
financial panic prevailéd. On Augist 3rd an Order in Council was pfésed pro-,
viding, among other things, for advances to”he made to the chartered banks
and to the savings banks to which the. Quebee Savings Banks Act applies -
in the formn of Dominion notes against deposits made by the banks with the
Minister of Financé of sucli sccuritics as might be approved by the*Minister.
At the session of - Parliament held in the,month of August, 1914, the first}
Finance Act was passed; it confirnmeil the issue of notes mude under the pre-.
~*~ios- of this Ordeg,in Conncil and provided for authorization by procla-
‘on of similar advarices in case of war, invasion, riot .or insurrection,.
. .. or apprchended, and in_case ®f any real or apprehended financial crisis. -
The Act also empowered the Governor in, Council,.in such circumstances: of
emergeney, by proclamation (1) to authorize the chartered banks to-thake
paymenta in (heir own notes instead of in gold or Dominion notes and to use
the facility oftissuing excess notes throughout theyear nnd not merely during
the crop-moving season: (2)#a suspend the redemption in gold of Dominio

49, A proclamation in pursuance of the Aet was.issued- dan Bgptember 3,
1014, and thenceforth, throughout the war ind: the early Fost-war period, exten-
sive use was made’of, the Act. . L .

50. An Act passed in 1919 provided for the continuance in force of the
'proclnmnt-ioﬁ made -on” September 3, 1914, “untif two. years after the con<.

clusion of pente on. termination of the present war  This explaing thereon-: -
tinued operation of the Act yntil 1923 R - y o

51. ‘I'he provision‘relating to a general moratorium has never been used.

.

The powers relating to paymenta by the banks in their own notes, the issue -

" of cxcess circulation and the suspension of the redemptiort in gold of Dominion’
notes ‘ceaged to. be exercised at varions dates.’ "But extensive use continued: to
be msdderol tlie power. to issuc Dominion nofos to the hanks ‘against approved
sccurities with the result that it was decided in® 1923 th"rgnlcc this part of the
Tinance Aet mechaniem a featufe of the normal Canadian’financiiil system. In
introducing the new legialation, Mr. Ficlding, the Minister of Finance, made the

© following brief explanation. of its purpoge:— L . ’

) s “The Act .(Finance Act) was adopted

douht was exceedingly wscful in the finaneinl nperations during the war: It -
may be eaid that the war being over we no longer have ‘any need for the .
. . . .

b : . >

° L

» B .
- ! L. "
as n Wwar measure, ‘and no -

a

a

r

_the Finance Act..
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Act, but experience lins shown that the Act is still 'rcquired', indeed, I am
inclined to think that gomething of- the kind will, have to become almost
u, permanent part of our financial system.” '

" 52, The Finnnee Actof 1923 provided, that at r_nrfy time when there is

no ‘proclamation in force under ‘the authority -of the Finance Act of 1914,

" the Minister of Finunce may make ndvarces to' the chartered banks and to

the savings Banks to which. the Quebec Savings ‘Banks Act applics By . the
issue of Dominion notes upon the pledge of npproved, securities deposited,
with the Minister. The Act lists the clpgses of npproved securities, limits the
duration of- advances to .one "vear, authorizes the. Treasury. Board to
fix the rate of inlerest rind make regulitions with regard to advances, the
terms and conditions nffecking the deposit of sccurities and all other provisions.

- necessary to give effect to the ‘Act.

" 53. The Acts of 1914 and 1923 are_consolidated in Chapter 70 of the Revised
Statutes of Canada, 1927, R co o B
" 54, Tt id of ‘intérest to note thal'during the crisis of 1007 the then Minis-
ter of Finance made arrangements to lend the banks some $10,000,000 of
Dominion notes under gimilar conditions to those laid down in the Finance Act.

55. From this brief eurvey it can be seen that while_the Dominion Notes'

. Act. has . déveloped mainly along its” original lines,' the position of the”

Dominion note issue, hag been substuntially .changed hy -the introduction of

3. THE ROYAL CANADIAN MINT -

56. The Ottawa Mint, establiglied as a branch of the Royal Mint under the
(Imperial). Coinage Act of 1870, was open¢d ‘on January 2, 1908. In 1931 the
Tinance and Treasury Board Act was amended to provide for taking over the’

* Ottawa Mint under the name of the “ Royal Canadian Mint” and since Decem-

ll)fr,ofglhnt year the Mint has been operated as a branch of the Department of
“innriée. - .. . . R
57, Prior to 1908 coins used in Canada had been obtained. from the Royal
Mint'in London or from The Mint, Birmingham, Ltd. In its earlier years the
operations of the Mint in.Canada were confined to the production of gold, silver
and bronze coins for dothestic circulation, of British sovercigns, and of . small
coing struck under contract for Newfoundland and Jamaica. The first gold coins
struck were sovereigns identical with those of Great Britain except for a small
“C" identifying them as having been cdined in Canada. In May, 1912, the first .

.-, Canadian $10 and $5 gold picces-were struck but o far the.amount of Canadian
gold coins minfed lms been very limited—only $3,480,360 in 810" picces and

$1,388,060 ‘in $5. pic cs. Gold toins have never been in great demand in Canada
and none' has_ heen sstruck. since 1919.  Canadians have. generally preferred
;Dominion notes 'to gdld coin for use within the country, while, for. export pur-.
poses, bullion or British and United States gold coin are equally suvitable. '
58. The refining of gold is now the principal activity of the Mint. Before
1914 small quantities of gold bullion were refined but during the war the Mint
cstablighed a refinery in which nearly twenty million ounceg ol;'s:a‘,d were treated
for the ascount of the Bank. of England. Tha growth:of Canadh’s gold-mimjmry,
industry i recent years has been partigularly rapid and, since the initiation in
1931 of the policy of prohibiting the export of gold, except under licence, Hrac-
tically the entire gold production of the country has been refined by the'Mint and
later exported through'the Department of Finnnee. During 1932, the gold received
at the Mint amounted to .no less than $58,491,549. o o
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59, Prior to 1029 there were two clnsses of Dorminion Government satings.

= ‘banksin Canada, the Post Office Savings Bank, under the Post Office Dopartment,

and: the Domihion Government Savings Bank, attached to the Department of

. Finance, ."The former was established under the Pobt. Office Act of 1867 (31 Viet., -

¢. 10) in order * to enlarge the [acilitics now available for the deposit of small
-savings, to miake the Post Office available for that purpose, and to givo the direct

- seourity of the Dorhinidn to every depositor for repngment of all money deposited

by him together with the intercst due thereon,” Branches of tle Ciovernment
Savings Bank proper, under the authority of the Department of Finnnce, were

+ established in the lending citics of Canada under the mitnagement of the As- -
sistant Reccivers General and in other places, in the provinces of Nova Scotin” .

* -'and New Brunswick, under managers appointed by the Governor in Council. The

Government Savings Bankavas amalgamated with the Post Office Savings Bank

in 1920,

60. Post Office Savings Banks are established at the General Office and at over
1,300 other oftiecs, * Sums of §1 or any multiple of: 81 may be deposited, but the
- maximum sum which may be received from’any one depositor in nny year, ending
the 313t March, is $1,500, and the total suth which may be received. to the credit
of any depositor is $5,000, exelusive of interest. Withdrawals, in eash on demand,.
up to $50 mray be mnde at any Savings Bank Office. .- T'he present rate.of interest
allowed /is 24 per cent per annum, the rate having been reduced from 3 per
tent from May 1, 1033, to conform to n similar reduction in the .rate of
- interest nllowed by chartered banks on savings deposits and to a reduction of -
one-half of one per cent in the rates allowed by other financial institutions. It is-
recorded that the Post Office Snvings Bank, which started operntions in 1868, first

. paid 4 per cent, Which was reduced to 3} per cent on October 1, 1889, to 3 per cent

“

ye-  from 1868 to 1933 inclusive:—~ - “ [ .
[ . e P sr . -
, . TapLr 4
. < = Y Tominlen o ﬁ Dominlon ~ -
. . Tontal Govern. co Tontal Govern-
) Fiscal Y Snvingy ment . Fiseal Year Bnvings ment v
- L HBunk Bnvings R . Nunk, Snvings - \
‘ . . fan N Jun '
. g . $ L
1,483,210'[ fo15 39,008,400 | 14,000,158
1,K22,870 40,008,418 | 13,510,855
4,245,001 42,542,470+ 13,633,010
. 3,048,660 [ 77,107,287 41,283,470 | 12,177,283,
. 15,000,810 | 17,888,538 41,054,000 | 11,402,008
1890 N, 000,653 | 19,021,812 31,605,604 | 10,720,218
1893 Zﬂﬁll'h,bl'.'ﬂ 17,044,970 20,010,019 10, 150, 189
1000 37,507,450 118,042,207 4,837, 181 0,820,053
. 45,308,321 | 106,649,130 .| 22,357,268 0,433,839
1900 45,730,488 116,174,134 | 1924 .| 26,156.44 0,055,001
7,483,228 15,088,584 | 1925 .| 24,862,060 8,040,073 -
47,504,284 | 15,016,871 | 1020, .| 24,035,069 8,704,870
45,100,484 | 14,748,430 | 1027 .| 23,402,237 8,810,708
43,880,357 | 14,077,872 | 1928 .| 23,403,210 | (7,040,860 -
43,330,579 | 14,073,752 | 1020 .} 28,375,770 '
43,503,704 | 14,655,804 | 1070 .| 20,086,030 1
42,728,042 | 1w:410,541 | 1931 .| 24,750,227 | *
41,501, 13,076,162 | 1033 23,910,077 !
. N T .| 23,020,918 '
[

on July 151897 and to 2} per cent (the' present rate) on May 1, 1933.
., "7 61.:The following figures show the totat deposits in both the Postal Savings

Bank and the Domijnion:Government Savings Bank at the end of various fiscal

Y . E e
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5. PROVINCIAL GOVERNMENT SAVINGS OFFICES:. .
" -62, Tnstitutions for the deposit of savings dre operated by ‘the” Provineist-r—
' Governments of Ontarié and Atherta, while a similar inggitution was’in operation'« .
« in Manitoba from 1924]to- 1032 when the depositors’ accounts were taken over by
the chartered banks. \ . N -
. 063, ONTAmIO.—In the eession of 1921, the Tegislature of Ontario authorized
" the establishment of the Provinee of Ontario Savings Office, and in*March, 1922,°
.the first branches wcrtj opened, -The funds reccived from this source nre used
almost exclusively to finance farm loans under the Agricultural Development ~
Act. Interest formerly |at the rate of. 8 per cent, hut sinte May 1, 1933, at the
rate'of 24 per cent per annum, compounded half yearly, is paid onall accounts.
The depositd are.all repayable on demand. Total_deposits on October 31, 1932, .
were $23,708,820 and the number of depositors at that date was over 90,000.
. Seventeen branches arelin operation throughout™the province. . .
. 6-1.'Ar.nr:1i‘t/;.g—’ln Alberta the Provincinl Tréasury recejves savings deposits
and issucs demand-savings certificates benring interest at '4.per cent, or lerm
- certificates for one, twd or. three years, in denominations. of $25 -and, upwards,
bearing interest ot 5 per .cent. The total amhount in savings certificates on
September 30, 1932, was $8.579,917,. made up of £8,029,651 in demand certificates
and $550,266 4n term certificates. - L - Vo .

‘28

e 6. QUEBEC.SAVINGS BANKS = .
65. There are two; institutions opefating under’ the Quebee Savings Banks
Act (RS.C. 1927, Chapl. 14) viz: The Montreal City and Distriet Savings Bank -
“and La Caisse d’'Economie de Notre Dame de Québee, The former was founded
in 184G and its present .charter dates from_1871. .On.June-30, 1933, it had.'a
paid-up capital.and 'rc‘!c'rvc fund of $4,200,000, savings deposits of 855,075,793,
and total assets  of 161.602.309. these assets imcluding over $44,000,000 of

Dominion Provineial |and Municipal securities, - La Caisse d'Economic de
Notre Dame de Québee, founded in 1848 under the-auspices of the St. Vincent -
de Paul Socicty, was incorporated by Act of the Canadian Legislature in.1855
and given a Dominion charter by 34 Viet., Chap. 7. On June 30,.1933, it had_:
a paid-up capital and reserve fund of $2,250,000, savings deposits of $13,049,237
and total assets of $16,0601,565. : . . S
66. These banka loccupy = - specinl position in the Canadian financial
structure. To some exfent they have been Grought under-similar/restrictions to
those applving to the Fliartered banks, For 'mslnnr‘c..,.lhe:"ahnrchold_crs' _,:nud'xL" .
was introdpcedinto the Quebee Savings Banks Act in 1913 at the time’it was,
embodied in the Bank| Act. Both Acts aré subject to ‘decennial revision, On.
the other hand”the shpres -do 4ot entail double liability and the right-of note
issue hhs never been ¢onferred.” As in the:case of the chiirtered banks, these -
" banks liave not been-dllowed to invest in resl,estate, except for their ‘own use;
but their ordinary “commercial banking” business is so.smalirfhat some two--
thirds of their funds:h ment andrmun’lciml_-‘_.\sugmitics.
E?_bntinlly' ljnv';ngs banks.: A ' ,;“pvf’m“éﬁz :
] R A L Co L
7. 'CMS.SES/I"BULAII_IES' (CO-OPERATIVE PEOPLI;I{S‘HAN_KS)
rat N b 3 \ w7 '
. GL_The first sucdessful &fTort to introduce the principle bfathe small bank
for rral pyrposes ‘in Canndn was made in ‘the Province of Qut:c., The ‘late

»

" Commanden Desjardins, a resident ‘of t}ae town -of Levis, after a\caréful. study
_of the systems. of small banks in operation in ::Europc,'dcg"rdcd‘ to introduce into
'Quebec a system of “People’s. Banks,™ the “Caisses Populaires,” nfﬁer the ‘model
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of the “Peopl®s Banks” ]nu]»l'ql,v. ’l“hp first ane was organized on 6th December, Vi The annual trunsnctions‘omthe,Montreu] and‘Toronto Stock Exehanges are

1900,:in the town of Levis; The “Caisses Populaires” are organized and operate 5. shown in the following table. /- R 2 .

")!Il_.!"k?l' the Co-opefitive Syndieates’ Aet of Quebee, RS.L.Q., 1925, Vol. 3, chap. 1 e ’ o Tape s Y . oo

a0t 7 " . . B ; 3 LB .

- o . ;

68. The'C sy B 10 - co RECORD OF STOCK EXCHANGE TRANSACTIONS, 1908-1033
M. The “‘Caisses 1 opulaires” are not strictlPrural institutions, that is to say, ' : . Number of 8} '
the membership is not limited to farmers, but théy are conducted more largely in- =~ 5 -° /% 7. : L Prge Yumber of § i en)

{
the in_t(‘}'(-sl.' af farmers than in that of, any other class, because of ‘the high . / . + Stock Exchange * Slﬂ;‘klol,;';rt}hlu}vlzv T '
~percentage of Tarmers composing-the membership. . Their transactions are those . - " Sty
. of 'n mutual company, owing to tie fact that they generally lend only to their { C - "3'.1‘5‘7"5'4’7
shnrch_oldcrs, who have the right of making deposits over-and above the amount y ) 235,158 .
of their shares. While they do not_speeially aim at doing mortgage business, ; . 3 2,318%8 ’ o
. loans, are. made on first morlgage on immovable propeity. In addition, they . '!' ' 2 (7 months) . 1,261,730 (7 montha)
make loans to their members on personal ‘security, -+~ : ‘/ . (11 montha) lor0208 (113 mouths)
' 69, Statistics, show that the rates of interest’ paid on deposits by the " { ) R 1130799 (113 months)
Caisses Populaires” vary from a minimum of 3 per cent to -» maximum of * Y . 1'?7"““ . ' o
5 per eent, although 3 and 4 per ceeappear to be the more common ratcs. s “323# *
“~We undefstand that the interest rate ¢harged borrowers varies from 5 per cent— \' 2107428
to 8 per cent—ordinarily 6 per cent or 7 per cent—according to. the duration - oy ~
and amount of the loan and the borrower’s credit standing. The mort-\ . 1924 . ¢ '
gage .IOnns made by these banks are generally for ten years, or less: In com- \ Jooe . “;2115) i,
menting ujon the shortness of this period: ¢ompared with the long term mort- - v - 17 - - T 0, .
gages vrevaniling in Furope, a -fepresentative “of the “Caisses Populaires” " }E’,-I’: - / 20.490.003. .
- exp 1 before the Commission that'the reason for this was “parce que nous - . 1030, . X / {;;3’;;2},
con. .ons ici au Canada, que nous vivons plus vite qu'en Europe.” BN ' N EEY bra.ao8 s : ?:i‘(;“'-?;';” ‘ :
. -70. The following statistical data, as of 30th June, 1933, have heen furnished " w33 LT st Am‘ S montha) 6105483 (Grst 8 monthe) .
relative to these institutions:- R o d e L e— i A !
¢ P : ' ey . “Includes Curb Sales. o '3
Nuwhcr ?‘f imh‘n.llmm.. ve e eniet s 192 . e * . v . : . . . P
“ o Gepmaitore. LI L 150 . SN /9. INVESTMENT BANKERS .
! ““horrowera,. .. .. ERRTEN P . 11,767 . : : C i e 'é . - | o i . ~
. | ) ' 7. Th¢ Canadinn bond businéss may be said to have commented in 1883-
) <o, - )\“ L P{erc(‘ntnge ) : 84 \\'hcq ggveral of the firms now engaged in the underwriting and distributing
. Toane: . e . moun of Amount ~ of securipfes were founded. Their early activities were confined largely to deal-.

(h* promisory notes,. .. .. .. '$2:103,008 Comes e o " ings in government and municipal bonds. With the growth of corporate enter-

" O mertgokes.. .. e fo-ie RIS prise i -Canada their opergtions were .cxtended to include capital issues of-
- . ’ —_ ___._/ ! . compAnies engaged in transportation, in public utilities and-in manufacturing.
-~ 48,403,370 ¢ J)Q‘n‘oo . ‘, . The¢/beginning of this century witnésse substantial increase in“the rumber of
“Totnl Ascts . . _#5aod  bofid dealers and in the vnric;t'y and amount of their offerings to the public. ,
Capital Stock.. ... "), ? : 73. London was the principal ‘market for early Canadian borrowings and
. Depoithr,. oo oo o0 ot a0 .l \ ; the bond dealers cstablished offices and, connections there.. In the gcrio_d, imme-"
. : \ . ! { -difntci‘}ycpriorl to the \Vﬂr——onclof r(i'xpid ((:i'ovcloyl)}mcnb—m%c tgnn t! {'\rc-‘(lu:lrlcrf;
) 8. g { EXCIIANGES ~ . . of .all Canadian issues were placed in Great Britain, ve Great, War-cut o
L . s FOCK ¥ \C.H \§GE' & \ . this source of supply but did nrt)).t_. diminish the demand for capital funds. Canada
.71 In the year 1874 under a charter of the Province of Quehee “azhodyi ) turned to the United States, and in 1916 -gome sixty-five per cent of Cunadian
(-politic andl. corporate by the mame of the Montreal Stock ‘Exchange” wns(’, N oA bond issues avere floated in that country. When the United, States entered the
“'“bh“z_"fd' . L ’ R [ . . War, Canada was fovced to rely ,nlm,ostvcr‘;l'\i‘r'!g,,upon her own resources and
. T? following_tuble gives the dAte of incorporation anil present members ) } absorbed the large jssues made by the Dom nidn Goveryment in 1917, 1918 and -
hip all the* existing (,‘:m:gluﬁ\,sl(iﬂo-ﬂxc[xnngés:— i ’ ! H 1919. In connection with the flotation of Canada¥y first War Loans and par-
\/ " : R it Date of ‘ Present 1 ticularly in the great Victory Loan campaigns wafty tribute” must -he paid to,
Montreal Stork Exchange.s «f vv vv vv v ve Do au s Incorparation  Mehership ‘ 3 the notable’ contributions made by.investment bankdps. A {able included as an
Toronto Stack Exchange.. .. .o .. .. .. D £/ 2] > ; Appendix shows.the history of Canadian financing since 1910. .
Q)..'.T,'»‘.iﬁ'(fﬁrﬂé'&f?k}i-’ﬂ.‘ﬁu".‘.‘..fé " o ),‘.’,?,'"—', A 74. In order to meet these growing deramnds for home financing many new
/ ':lmié'm} gzmi’k“};.'.\ll(ining I . 1008° a3 . . houses were cstablished, and in 1916 the Bp?d ch!crs; Association ol;"Cnnndr;
- Pl Bl A S, 00 0s an e e e . 1n20 -8 S was fermed with o membership of thirty-two firms, mostly operating in Montrea
) ?.:lxk....!nyn:l::.:i::gd,‘.,:ﬁh,..., e o erm Ju@ g and Toronto. By 1919 the number was 72, In 1021 it was 103 with 17 branch
)26 gctive and 69 inactive. N : R v [ ) oflicc memberships, At present it js 101 with 18 branch memberships and
. . o r | DR operates under the name of the Investment Bankers' Association- of Canada.
' . . " ".. . . . . L % ’ ' » . . L LI . . T
c . I N . . A . X L
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% 10! LOAN, MORTGAGE AND TRUST COMPANIES

. t . y . g
#.75. Tho lending of money on the seeurity of real eetate, sueh ns is now's w

carricd on by {loan and. trust. companies, was hegun in Canada by the Lambton

Loan and Investment Company, established in 1844, Tn the followine vaar the

Montreal Bui;!(lin_;.: Society wag incorporated, In order to prnhmlc‘llﬁ! '(Iovélop- '

ment of such finstitntions in Upper Canagla, an.Act wis passed in 1846, followed

by simiar Acts:of the Province of Néw Brunswick in-1847, and of 'Uie'l’rnvinée

} ofv Novusqotin in 1849.. These enrly companics were termed-building saciclics;

their activities. consisted mtinly in ‘the, lending of money upon the st'cnr.il‘vy oll'

real estate ‘tnd other forms. of lonns Lo their members, the latter ASSUTMIng no
A : Yol aly prove unprofitable. In addiion. to

these operations, such companies were authorized by an Aet of 1859 {o “ borrow
m(:r;c:] ton lmnt.r'd‘tg‘xténtb." Later, the Building Socicties Aot of 1874 author-*.
ized these organizations to réccive niofey on deposit and Lo jss C os, [
subject to’ certnin restrictions as to amounts mglci\"od o:lldln(-,m;:‘i,;l.c debentures,
.. 76..The number of loan and eavings socictics in ope
“statutory returns at the tiine of Confederifion was 19, w
capital of $2,110,403 and .deposits of 577,200, "The

_operation “and mnkin‘g
by xlhl an aggregate paid-up
‘ | : posit 9, . The number of companies and
total volume of: business rapidly. incrensed until, in 1899, 102 compnnil:s‘(includ- -

7,544 rekerve Tunds of $9.923.728 ind deposits™of S104686,676: linbiliti
. mi{ i?ii‘?cn.ﬂml from $3.233,985 to S]JS,]-II!I;IOG. ABv's1O'Pg?;;zbﬁ\:zlli?ér‘lg}'”::};ylgf
panies had deelinéd; through amalgamations and :Ebsurptin‘ns, to 74 (includin
16 trust “"cornpanies) with a combined paid-up 'cupit:ll-’.'u]'.'.S('»R,OSJl,'0‘12"'rcsor\'og
§32,681,806 and total linbilitics. of 31'78,058,5528'. “The

33751,
}

ess of-these foan companies i« evideneed by thie inerense in the hook value of

" Lar assets whiceh rose from S'SH.(‘»SW‘QUS.in 1922 to $211,195,794 in 1032..
S 77 The tolal nssets owned or helil for administration by

\ : ’ the trust anic
increased from $805,689,070 in 1022 to $2.506.260,079 in 1932, ter oo

- The latter fizures -
L "} 11 RURAL CREDIT INSTITUTIONS ,
78. British Cohwmisia was -the first Provineé in Cahiida to [i:;ss..lc[z;islntion, .

- fumhuwm,;/m,:rivllltmﬁl erédit, The Agrienltural Credit 'Act ennctéd in 1808
L owas based on the German Raiffeisen system,. but no loans were 'made under

i

s ;Lrovisiunq. In 1915 another Agricultural Credit Act was passed in thit
2,7 provinee to ,,zr:nh -
_- the Land Settletnent Development Aet of 1917 provided” for addition

Al forms of eredit, short, intermediateand long tertn, and -
: v
term ('rl'tlil'f:li-il‘hics, In Manitoba legislation was passed in 1917 to 1l)[rn£‘::]l: -
T TS T \t T the same year the, Treasurer ‘of - the Proviies
A Ontgrio was authorized o lend money o townships whieh in {urn migh*
relend it to farmers,” In 1921 Kets similar to iose of Manitoba wére |\'|\'~C1i
. by the Provinge of Ontario to supply long “and short tcrm'ugrivliftur.'\l c;‘é;lii
_lhe neggssary Tupds .
Oflice. "I Sutkatehewan n similar long term grodig project was adopted in
1917 In the knme year Alberta passed fegislition to, provide both short ‘and
long tern loang s aperations were, hiewever, confined to short term lm‘ms." ]";~xnn1
1912%until 1925 the Govermunent of Nova Seotin mude” first mortgage lounss .+

R

e e i i ey
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L

r

i berolbtained. through the: Provinee of . Ontario--Savings® -+ -

"¢ ‘wler the superyision of the Governgwnt Faon Inspector,  In New Brunswiel © 0.

fufin lquns huate })cm)_nuulu through the Farm Settlement Board establilied in
<]'ﬁ)2 \'\'nh the E)bjf‘(‘l of helping new farmery to settle on the land rfther than.
L to st established farmers, - - R ‘o oy
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. 79.,The majority of Lhc'brovincinl' long term lending n;;cnci‘cﬁ have been
mpcr&c&cd by ‘the establishment of the Cafadian Farm Loan Board in 11929,
following legislation by thé 'Dominion .Piglinment in 1927. ° The riature and,
extent of the operations of the principal jrural credit- organizations outlined -
above will be dealt with in another part nfé}his report. - .
. B . v

12, INSURANCE COMPANIES

i 80, Fire insurance in Canada was first curried on by- agencies of British
fire inturnnee compunics, The first of these was any ageney of the Phoenix
s Fire Ollice of London, which started business in,Montreal in 1804, As n result
of the: growth. of, insurance: husiness, branch oflices were #oon established -and
loeal managers appointed, charged with the dirgetion of their Canadian business,
. Although in the early “days Canada did not prove a luerative field for fire
- insurance ‘companies, the improvement.in t ,class of building,” the gradual
climination of wodd structures and the ingrggsed use of tess inflummable materialg
Ceoupled ‘with the installation of fire applfinces and safety deviees reduced the,
fire ritks and brought Cavadian companies into this field of bysinexs:”"The
samount of fire insurynce in force at December 31, 1032, awan89,301,747,991, iind
the premiums received in 1932 xuno}mtul 6 $46,011,029. : P
81: Like fire insurance, life insurance was also . introduced into Canuda
by Britikh companics.  Among the first to'transdct such business in” Cunada
was the Scottish Amicable Company in, 1846, and the Standard Life Assurance
Company in 1847, The first Dominion Insurance Act was puseed in 1868 and
‘prohibited the writing of life insirince by any company (with' unimportant
exceptions) not licensed by the, Minister of Finance. Canadign life insurance
lugisrution has been influenced both by British and United. Stafes practices. It
may be said to stand mid-way between the “ freedom and publicity” legislation
of Ingland and the restrictive legislation of -the United States. The net amount
of life insurance in force at December 31, 1932, was 86,471,588,455 and the net
premiums received-in 1932 amounted to,8216,133,010. PR
82. In addition to lifc and' fire insurance companies of which the former
are by far the most important financinlly, there are certain other branches of
insurance in Canada.  Compared with the other orgnnizn(jnns they do not
ocenpy an outstanding place in the financial system of Canadal « .

: T3 PENNY-BANKS iz e e

- 83. Provision is made by the Penny Bank Act (R.S.C, 1927, chap. 13) for
the institution of banks designed to encourage small savings by school children,
but their facilities are not confined to children. The only bank of this kind
in operation is the Penny Rank of Ontario ivhose statement for the year ended
June-30,-1932; 'shotvs the. following position:—. -
e e e e e e e 813340695 11

_Deposits and -Accrued Tnterest

LML “Surplus: (E}um'\nntt.c ‘Fond and "l'\lli-;‘;“-‘?'\‘-i;i:xy(ﬁ‘:'."‘-w-
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There are also othier -similar ofgawizations tliroughout” Canada ‘of @
formal character I et L A
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- * CHAPTER II
k3 +. A SHORT ACCOUNT OF THE Ol’i-tltA'l‘l()N 01-‘ THE
- . CANADIAN ’I-‘INAI\'CIAL SYSTEM - .

. 8,'4. In the preceding chapter we have oullihed- the historical development of
the fihancial institutions of Canada. In the pregent chapter we propose to deseribe
" bricfly the methods of operation of some -of. (lu’s\c institutions,

-1, THE CHARTERED BANKS ' ,

. 85. Branck Banking.-—At-the end of 1932 the ten Canadinn ehartered banks
¢ had 3,158 branches in Canada, distributed as sllown in the following table:. -

\
B

} ) Tame6 . -
', . . : i ’ o
NUMBER OF BRANCHES OF CHARTERED BANKS IN CANADA AT IND OF 1992

= Namo . | Prinee | . Sl New: e j ool Snekntef British
Nt Edward| O | pirone. [Vkon| QUS Ont- Manit " che- VAR PG ol
Bank Talnnd | DU ik o pee "",!"o ik wnn | PPEY winbin |
; ES R -
Bank of Montreal ... oot ai 5| 5s 62| 6o
Bank of Nova Scotin BHTLS 7 P 0 0 2Ry
}\unk of Tarento,.... .'?I()l 1 27 B r 150
- Banque Provine I . |
. ,‘.'“u(‘lnmln ...... IR L TN PP FOUDURRI FOUDI IPPRTPR B 138
¢ Clan Bk of f - N
nimereo. ., ... " 300 4:! 01y, 07 65 .
it ! N RN L B
Inmninjnn'lhmk 12 4 5 K}
- Bangue Cnnndienno .
[ N“““i‘l““‘k‘ o 8 7 (17 PP 249
mperinl Bank o .
[QTUT TS veoefeenenent . 4 8§ B " 208 .
Barelnys linnk N N
(Cunnda) N | I U PORDIES PN PERTRRR :
' 640 {1,208 | 108 200 | 8,108

\

86. The .folk;wing necount, of the opcrntinn'}lof the branch banks i3 based ~

mainly upon the memorandum faid before us_ by the-Canadian Bankers' Asgdein- . 7o
“. N B R

tion. . X e

87. The Canatlian Branch banlk is organized in much the same manner as the
British branch bank. _In 2 large_city branch; the stafl may consist_of one
hundred -persons or more; in a small. country hrnn({\ the stafl may consist o.l"

“three or four, or even of two persons. . N R .

i 88. Before being appointed to the branch of which he is in charge, the man-
agér has acquired a varied banking experience in other“parts of the Dominion or
“abroad; and this is his safeguard, and a snfeguard to thie community that he
anrves, ngainst the risk, which would officrwise ‘he present, that he might take
n purcly local view of local prablems. . - )

80. All'lonns are made st.the branches. Branch managers have authority to
make lonns up to certnin*maxima, without'the need -of reference to higher
authority for authorization of these loans.” These maxima do not follow set

) ’ : 30 S
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rules, but are fixed for the branch managers individunlly.! The maximum ‘up
to which a particular manager may loan depends npon. his experience and judg-
ment, and upon the nature of the collateral offered for the loan. S

90. Application for a losn beyond thie maximum set for him obliges the branéh .
manager. to refer the application to the district supervisor under whom he *
operates, or to head gffice. His reference is accompinied by statements ns to the -
customer’s position, ns to.the particulars of collateral offered, and. sucly. other
information ag is neceswary to, detgrmine the quality of therisk. | . .

91.°If Yhe deposits of a branch ehould be in excess ofithe loang which it has. '
made, togetder with the dmount of cash required by that branch, the. excess
of deposits is credited to head office; and the funds arc used at other branches
where the loan requirements exceed the deposits; or clse they are invested by
liend office in bonds, or otherwise employed to the best advantage; credit for

the use of such funds being given to the branch from which they are-drawn, .

~ 02. If the loans made by a branch, together with the amount of cash required .
in the till, exceed the deposits loeally? receivéd by that branch, the necessary
funds_are drawn from other branches by head office, and made available to- the
branch requiring them; and that branch-is accordingly debited for the uge, of the
funds so borrowed. . o SR r.. .=

93. Periodically the branch manager makes specinl reports on all doubtful -
Jor®® and submits with these reports. his own estimate as to how much of the
loans concerned may be recoverable. These reports are reviewed . hy-head- ofliee—-
an¥ the doubtful loans are writfen off to bad debts, or adequate appropriations
set up. C . . .

- 94, Each branch is inspected at least once a year and at irreguldr ‘intervals
by the bank's ingpeétors; and mnual inspcetion reports are placed.in the. hands -
of the, directors of the bank. - Bank ‘premises and -equipment are under the
supervision of a special department.at_head office. L '

,95. Pramotion and transfer of memberscof the stafl are i eharge of a-stafl ...
department at the head office, with the object of ensuring that so far as possible:
the best—men become 4he responeible executives' of - the Canadian banking.
fvstem, . : PR v B B L

96. Deposits.—The-deposits in the Cangdian banks are broadly-divided into
fwo r:m'um'iof,rnnm(‘l,\'. current accounts and eavings' accounts,

97, Thecurrent account is also called thé.demand deposit account, since sums

© at its credit are withdrawable on demand. The bulk of the public, commercial’

- and financiad business of the country is transacted by nfcnns’nf cheques trawn

on éurrent accountse | . .
., 98..The savings. accounts: are also called notice deposit accounts, as the
simis at credit in these aceounts dre Iegally withdrawable only* after a certain

 period, usually fifteen days, on notice given by the ‘depositor.. . In, practice,

“serve —th

however, no bank insists upon—this—legsl

™ Y { s Q. L3
FHEH oot STy mgs JCCOUNTS
oses.  In the fi

> ce they' represent the accumula-
tions of ¢mall savers who do not enter tt vvﬁment;mk;igs_gmndlygﬂ_\&
are utilized by thése. who. ar¢*accumulating funds~to-fnvest or- awaiting a
favourable moment for investment; and, lastly, they:constitute a large proport

of the clequeing accounts of individuals, Owing to the nature of these deposits,
their rate of turnover is much slower than that of current accounts. It has been
estimated that the rate of. turnover, of the latter is roughly fifty times as great
as that of the. former. Intefest is paid upon savings accounts at a rate which is
a matter of common policy on the part of the banks. The rate was recently (Ist

. May, 1033)_ reduced to 2} per cent from 3 per,cent at which it had stoodfor
_.gome.-thirty.years._.In.addition to this, special-rates are-pgs

Auporr-certain deposits
under agreement with tl)xc depositor. ) :
L 4
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ltOYAL 0(),\!Ml,sslwv S .
“Resorves—The Cnnudmn Bnnk Act, in contrast to- lcglelahon in Lho
‘Uniled -States and South Ameriea, docs not provxde for a specific or, mxrumum.
“‘cash rescrve; it docs require, however, that 40 per cent. of the * cash reserves ” of -
“the (;nmullan banks: shall be in, Dominion notes. ‘The general practice of the
".Canadinan banke is to clnssify their. reserves in two calegories: (1) cash nsscts,.

"drrd*{'n-rqulckly_rculmxblo asdelk, also called “sccondary roserves” . -
'D 00, (1) Tho * cash..agscts™: include, (a) gold and subsu:linry coin, (b)

. banks, (e) chcques on other banks, (f).balances due by banks and banking corres”
 sponderits elsewhere thian in Canada,, ¢g) balances due by other banks in Canada, -
230101, (2) . The * quickly realiznble assots " iriclidé the “ caslrhesets” enumer-

. ated” above,* and -also,  (a) " deposits. in the Central Gold- Reserves, (b)-
~Dominion -and Provincinl Government securities, (¢) Canadian municipal sccuri- .
“ties and Brmah, Foreign and Colonial public sccurities other than Canadian, (d). -

infon notes, (¢) United States and other foreign currencios,(d) notes of other | B -] in-sfiort term -

IMNI\I'\'G A\'D CUR'H \'(‘}f v Y33,

168. The ;,encrnl rate now chnr;:ed in western farming “areas is 7

. per cent, reductions having been made as from 1st May,. 1933, whm the rate upon

depomta was reduced:” In the older settled sections.of the cnst agricultural rites
have been: generally from 4 to 1 per cent lower than,in the wost,

. 109. Investments and Sccuritics.—Unlike current. ld';m', which are made

entirely-at branches, investments arc adminigtered by the lead office.  The polioy -

nf the hanks has heen to invest in the highest ‘grade of securities, and preferably

ina highly compcuhve field -in-.which ‘otHer mnthtutmns, such as insurance com-
* pnnics, the trust, loan and mortgn"c compumos ns wdl as the.investing public,
. operate. - *
b ' 110. Thc Canadian churtered’ Innks ln\c entered thc field éf.“ Investment
. Banking,” buying and sclling sccuritics on their own account. ,They “exccute -

Ao ordery l‘or fhnnts ta buy or sell securities, for which’ a moderate cmnmwsmn is -

‘f railway’ ‘and other bonds, dcbcnturcs and stocks, (¢) ‘call and Bhort (not exceeding

, dehentures and bonds and- other sccurities,
) call and short. (not exeeeding .50 days) :lonng clsowl\cro than in Canada on
. stocks, ebentures ‘and-bonds: and otlier sceuritics,

i+ 102,. The abovo, mentioned distinction as bytwccn cash nqscts w and “ quxckly ;

“.renlizable nssets "' is not uniform ns amony various Canadian banks, but it muy .

“be said that the' ““quickly realizable asgets " sometimes cnllcd u llqmd nsscts
! cludc the snme itemg in the case of all-the banks,

-103;- Thie: “ ensh-reserves " of ‘the banks, bring in no mcome, and” then- “ cush N
nshels " are productive of. very. small_reventie, The “ quickly realizable assets”
bcmx; repfcscntcd ostly’ by short h‘rm high grade: bonds, yield low rates of
"interest in comparis with other yes of investments in Canada. The * cash "

- AN lick " assets of the Canadian banks apply to their liabilities’ both' in
{ -no-segregdtion can be made between- the nssets held.
ngmnst anadian. or ‘agninst foreign dcposnt. linbilitics,

2 ") The classification of nsscts adopfed in Canada is thus seen to dxﬂ'er from
it wed in other countries and.depiends upon ‘a variety of considerations;:
=In - twantries where’ central” banks-are in operation, the determining faotor of -
“liquidity. would probably, be: the rendiness of the eentral institution to purchnse,

- advanee. against, ‘or rediscount certain “securitics. or bills of exchungc - The

prcqone. ractice lms’-drvc]npcd’m Gannda as the result of experience ns'to thé
marketability of ‘certain securitics both in Cnnndn and abroad coupled with:

. the: rules established by the Trcnsurv Bon l in rcgnrd to ndvnnccs undcr the.

;. Firtance Act.: . " .. . - et -

712108, Tt will be seen That

I

e .- London and Ne:s

- ehinrred:"—Fhey—mderwritc or participate in-svndicales formed to sell " gccurities
“%3 .. to the public. *“For the most part these issues are govcrnment and” muni¢jpal
&' - " bands, and ‘a few corporate issucs of the very highest grade.” - These quotations

_*% .. are from the Canadian Bankers' Association mcmomndum gubmitted to us.

111. Momzszarkﬂf “~There is no money market in Cnnndz\ sueh as exiets in”
rk where highly specinlized financial houses undertake the *
aceepting, and ‘discotinting of foreign bills of exchange. In London the joint..
stock banks lend moncy on call to bill brokers and aceeptance houses- and if
these loang . are called by the banks the borrowers have: recourse to the Bank .
A of England. In Canada the.thartered hanks make “ call loans.” upon the gecur-
g . ity of bonds or stocks to investment barikers, stock brokers:and individuals. .
1! In times o]general stringency affecting all’ the Canadian- banks recourse must
El be had tp outside sources, and if such are not, jound»:b mas hecorﬁc dxfhcu]t,;o
a4 obtmﬂp ompt repayment of such loans. .
1122 inancing Bxternal Trade~TIn ("um\d'x there is o m'\rkcb outeide the '
- banks for bills of exchange. Again to quote Lhc memorandum of.the Canadian
" Bankers’ Association, “ the general practice. in’ the:case of export trade s for .
the exporter, whether. of cereal products or of any other commodity, either to
- draw upon. the consignee and eell his bill qutright to the bank " (in which caseit-
will be*forwitrded to London or.New York, or as the case may be, for collection at:
maturity, ‘or for negotiation), or to- borrow against the security of .the bill of-,

- the nrrungemcnt may be-that the consignee abroad opens a credit with the Can-
‘udmn bank in favour of the Canadizn exporter, and in this last-named- instance

T

bnnka and not to the reserves of the bnnLn g system considered ns a whole.

i +.108.. Current Loans.—These loans ar¢ generally made under#* lines of credit”
- a'uthorized by the banks _Under thxs ystem the borrower: estimates his prob-

¢ ensujag year and then applics to his bank for -
‘llne ” of that amount. From tirde (o U —

"4 " " porter m:w

also, the expo:tcr secures payment from thc bank nftcr consxgnmg hxs goods,

upan surrender of the bill and documents. & - =

113, ¢ Conversely, In't iy i

urchase from the, C'mdmn bank a.draft in favourof the conexgnor

abroad; ¢.may borrow of the security of the-YJoods imported, orupog his

““general crc-dlt and remit; or, by arrangement bhetween the Canadian consign &'x
the consignor abroad, a crcdxt may be- c=tnbhshcd in the Cnn'lrh'm b'\nk in Fvour

. advances within the nuthorized credft arc made. The-“ line of credit ” arrarige-
_ ment does not-bind the banker toflend the.full amount of the éredit. . If con-
- ditions change during the currency/of the credit the brarich manager may refuse -
1o lend to the full extent of the ‘/line.” On the other. hnnd the ‘customer is not
bound to borrow to the ‘extent of/ his nuthcrized credit.: )
: 107.-The ratg of interest ch gcd on good commereial- Ioune }uu gcnernlly been '
0 per cent. - On small loans and in branches whcre the volumc of businoss is
. small the rate of intcrest was/8;-9;-or_cv, pcl' [ t : The noman rate of " .
“interest’ has fréquently. been increased through 2
~-or of compounding the interest at mtcrvn.!s of threc or- four months

/—

of the consignor, who will in INAL ¥t either. at
- sight, or with-a spccxﬁcd time limit) and cither sell the draft with decumepts .
. & branch of the bank abroad, or:sell it to hLis own bank, and’ lenvc th™final
settlement as between his own'bank and:the bank in Cmmada,. & - - /'-‘/’/,
114. “ It should. be added that, by means of its branches [or- conricctions]
abroad, the Canadian bank 1s endeay ouring at all times to foster Omadian trade;
and thnt through these brancheés and otherwise, 1Umh\sncmh1cd and keeps up to -
date n lnrgc body of credit mformuhon/“ liich is at '.he dxspoenl of mendum
*+ exporters.”

— ,,NAl’»JX:c_m.LFU&n hl)lc of the' fnrmgn branches of the C'\n'\dmn bmks

L L L e — ——— | ¢
o ST [ N
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jties— The-investment operations of (he I)'xnks ar¢ carried om———

- exchange which, in cither’case, comes into the possession of the bank: Or again,- et
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') Tnoluding St. Plerre and Miquclon.. .-, *
Including Cuba nr_ul l'\wruf tioo, 4 -

116 The Foreign; Ezchange Market—Thc foreign exchange market in Can-
ada-is chiefly concgntrmd‘in Montreal and. Toronto. Almost tho only. dealers *
are the charteréd banks, but in the former city there gre six brolkers, while in tho—*
Jatfer’ there are two, who aet chicfly s intermedinrics bctyvgcn ban_s for a com-
+ raiseion.. -Each bank has a foreign exchange’ department, in which are_concen-. -
trated the supply of, and demand for, foreign currencics. As far a8 possible each . .
. bank sete buying orders against selling orders, and then cnters the local market
in order to sell or to-buy according ns they are over or short. If the local market ..

"' canniot absorh all the orders, and it seldom ean, thien recourse. 18 usun]!y hod to
““*+he wider markets of -New York and London, bul chiefly. New. York. " -

. "{117,"The total tarnover, including all usances and forward e_xchnnge, vaties
.. widely from"day to day and from year to year, but, from the cstimates supplicd
" .to us, it has in recent yenars amounted to a rough daily averago of ,52.50-000
" sterling and 4,000,000 United States dollars, ..Owing to the.“ murrying” oper-
.. ations carried out in the respective foreign.exchange departinents of the ‘banks;

- the turnover dealt with in open market (local or foreign) is reduced in normal

L bout 60 per cent of the total sterling turnoter, and to ahout 30 pcr_c.cnt,j
- 'gflmt&:‘mgt Stm&e dollar tu_r‘ﬁwcr.‘ In the-present conditions of rate instability,
the banks are naturally averse from takinga position and the proportion dealt
‘with' in-‘open market is larger, namel about 75-per cent for sterling, and 50 per
cont for United States dgllars. The Canadinn market s narrower and less active ..

PR line- than in United States' dollars, partly beeause in genera) the:supply of - -
%?E greater than the demand and often the bankg arenll-schers3f sterling
~ ehereas they are usually dealing both ways in United Stafes dollars. The com-

o tice, therefore, is ta scll sterling for United §ftates dollars. and sell the
. ;2:31!.%??,0 Il‘Iew {’ork «dollars for Canudian funds over the New Xork-Montrcz?l'

+ exchange.. , . _ v R C B
<. *118. The London and Montréal markets arc only open togethey for gom¢ three
r four houre daily, while New York and Montreal arc in cqnne@m‘thropg!'mut
:the whole. day. Partly in consequence of this difference in timegbut chiefly .
‘because of the narrow-local market. for sterling, it is hardly ever possible fo@.,,‘
- arbitrage transactions,to be:enrficd out on the same day which involve a three ™
icornered transaction including Tondon,"Montreal, and New York. .On the other

hand, it is to be observed that the very close touch (telephonic ns well as tele-
“ . graphic) existing hetween Cnnada and Now-York, and, to a less degree, London, -
does enable the Canndian banks to operate at finér rates than would be possible

"+ if the local mnarketronly were available. . s

4. 7 rate betotning ndverse before transactions can be completed.

e e
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119, Because of Canada’s largé'hrcﬂ, the remoter parts do not neééisixrily '
- obtain their rates at the same time a3 they #re quoted in the financial centres. .

- Branches in the large centres are in continuous touch: with Montreal and Toronto, .

3 ° . und rates arc advised a8 occasion demands.  Medium sized branches receive rates

by telegraph or telephone from- the forcign exchange department _daily, dnd
more frequently if market variations and local conditions require it. . Swall-

_branches reccive: daily, or otherwise as mail facilitics peromt, a rate, bulletin,
which is mailed from distributing -centres strategically situated throughout the
Dominion. - The distributing centres receive the rates by telegraph. The spread
between - the buying and selling rates in all MMscs depends ‘to g “layge
extent upon the state of the market at the time whenthe rates are sent. ""f}u:

“gpread in.-the casé of those branches to which a mail buljetin g sent, is usually
wider-than;jthat in other classes because of the greater. risk involved of the

.. 120, There is keen competition between the banks for short term documentary

produce.and grain bills, which are purchased an' the basis of -the London and

New York market rates of discount, a concession being' made in some ¢ases in

anticipation of the bills being paid upder rebate. < ) L

121, In'the present period-of exchangc instability the banks encourage the use
of the forward exchange market which they nre enabled to do because of the
close touch maintained with' Tondon and New York. - '

122. Competition—We have now completed ‘our survey of “such trade gen-

erally a8 appertains to the business of banking.” - (Bank Act, Seetion 75, (1) (d)).

- The banks state that there is n high degree of competition among them in thé: -
gervices rendered by branches to depositors and borrowers and in investment and
foreign cxchange transactions. If a would-be borrower {ails to receive accorh- -

* modation from one bank he may go to another. Even between branches of the
same bank a degrec of competition exists, - Each branch manager endeavours to.
un, his branch as successfully and’ profitably as possible. Only in the field of
JAnterest rates have we found some evidence of common policy. - o

123. The Canadian Bankers' Assoéigtion is the recognized medium fer cor-
related .measures on the part of the bankd. Tho origin of this organization, which

_has no exact counterpart in other banking systems-hns already been described in
the preceding chapter, Its declared objects were to “ watch legislation” and eourt
decisions relating to banking, to protect the interest of the contributories to thoe

~ bank circulation redemption fund, and gencrally to guard .the interests of. the

¢ chartered. banks; also to promote the education and efficiency of bdnk officers
by various means.” (Canadian Banking.by Sir Edmund Walker, page- 31).

- ~+ ~In-the third. year of the Associntion jts. Journal, now well kpown, issued its firet.

* number. ) R, ‘ T e

’ 124. The Association is chiefly concerned with the note circulation of the
. banks, the organization and operation of clearing houses. There is no attempt
_to formulate what in Great Britain or the United States would be called

“monetary” or “banking policy.” Each bank*is -autonomous and determines its

own policy, but. policies and other matters are discussed informally by the chief

.., extentive;officers of the banks at mectitfgs of the Association. ’

/125, Note Issue—Every clrartered. bank is permitted under the Bank Act

(Scctiond 61 to 74) to issue its own notes in denominations of § and multiples, to

i - the limit of iits paid-up capital, plus the amount of its deposits of gold and
Dominion notes.in the central gold reserves. These reserves are held in Mont-

. real, and each bank, as occasion requires, may keep on deposit an amount in
‘excess of its circulation requirementsyso that bank notes may be issued on demand
within the provisions of the law. . The Dominion. imposcs n tax of 1 per eent on’,

the amount of notes in circulation up to theé nmount of the paid-up capital df

each bank, . .. .

613 | . oy : S~
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L1965 T he-centrhl-gold reservds arve mlnm\n"f_t\rml.bv a board of trustces, four
n“‘rfiu?‘g‘c;"{“!"l‘llcr"écnnroﬁippnintml‘ﬂy the Canadinn Ifmﬂcm:s’_ Aksgelntion, with the
‘approval. gt the Minteter of Iingige; and one l:y .h(} léhm;.k!{ "?"(‘}J" Du{n:);% .
sropsmovi i.0, fram.-the- beginnin of - Septphbur torthe. end,

O e bankes muy iemo ai litional notes up to 15 per'cent of their unim-

the banks may issue ad ) f thelr l
wired prid-up eapital and reserves. Interest at 5.per cent per annum 8 charged .

3 ’ X ' jus “Aa the banks have
“hy! the Government upon. the amount ‘of notes fowjuet v(I‘._ As the .
rz'cently.b’één athle to repure Dominiompotes unded Hut Finance Act at a lower
- rate than 5 per cent, ind'to, deposit them*in: the écl\t{ul‘gnld POSCTVOR; the -excess
“* ciretlation ‘provision has been ;\\'uil? of onfy to a small extent, The limil of,

%, ‘the.nmount of notes that may

upon the paid-up capital the nmount of gold and’ Dominion hotes

of the bonk,

7§ sensonal issue referred to, -+ = R o

&4 127, Bank notea are not lega tender; they constitute, however, l.,hc greate
gn’t Yof paper currency in do{'lmn_xirfnt'inm of five dpllars and over in use in Canada
. Dominion one_and two doll r bills and ety twenty-five cont notes provide the
#paper currency. of smaller' denomination
capital of the banks and .thic ‘omy

- indicated— . *

)
f

R

%t ‘of notes.in circulation at the dates

L. o Tapp8 .

v .

';T,\’TE.‘H".NT OF BANK NOTES IN CIRGULATION .

* . o . { '_. Yixcens insue,
" b . . “' j&’““'\" umhl-r
Yank Not s Depositain | Ree, 61, wx,
N — Tian in e, Puid-pp Contral Gold [+ (154 of
t - . cireulntion Cupital Rescrvea combined
) - ) : N . pnidup,
o T B Co .| cupitat nnd
N NI IR A . . .o reserve)
$ .8 $ . B .
yrsosnt0 ] 1esanast | s7esmasl .
180. 246,825 | 123,409,130 | . 63,602,533 2,308,027
171,300,223 ). “12¢, 000,860 | 62,202,833 | —
103,072,143 | J2P000,560 | 60,702,633 490,038
163,140,830 | 120,164,600 [ 55,002,533 :
ITANOL,B06 5 116, 161,660-—"71,000,332 | 334,148
160.331.887 | 116,104,000 | 63,310,332 s
1I5. 0N 824 | 1T 04,660 | 08,810,332 403,222
177,007,602 § 122,202,510 | - 07,420,332 .
ISNTIT0N 8 122500000 | L7405 417,028
180,230,487 | 122,764,600 | 71,030,800 Coer
ms,uiu.m?. 13667260 | 78,730,560 870,622
140,820,718 | 130,197,858 | . 6050800 | 1S
175406600 | 112,001,350 | ou.0s0,500 | . - 460,833
165,053,024 |F 144,717,300 | 40, 300mee | .
MBL017,050 | 145,020,500 | 32,580,806 |
142,558,037 | 144,500,000 | 27,730,800 .
i J{l,DlJ.ﬂgl © 141,500,000 | 25,731,732 319,080
VL Juner 103 120,208,016 | 144,600,000 { 22,881,732 ‘
: '15‘::.',':.? 127,074,824 | 141,500,000 | 19,881,752
o Tune 103 e 10%,742,00 | 144,500,000 | 21,181,732 |

e cirfulated by any bank is therefore deperident

erilable for, deposit in the central- grold reserves, and; in_‘nddition, the excess 7

 The following Table ghows the paid-" "y

v, BANKING AND CURRENCY a7
. ~° . : . . S : ,
4 " 128, The bank_note issue is closely conitrolled by the Canadinn Bankers’

destruction’of plates, is ynderits supervision. .
<129, Banl notes constitute n first licn on the nssete of the.bnnk, The hanks
ot contribute 5 per cent 0f their averdge annual cireulation o the bank eireulation,
" redemption fund. This fund .forms Yurt of the Consolidated Revenue Fund of - <
3 . “the Dominion Government, and the banks reecive 3 per cent per annum on the
% amounts contributed. -The fund is n€niluble to make good any logses which
15 . holders of the notes of ' failed bank miglitothirwise sustajn. ' L
c- 130 Bank Clearings—The Canddfanbanks have developed.a highly. efficient-
clearing system througli the establishment of clearing houses and the organization

Asgociation, -fl}’r'c printing, deliyery and destruction of bank noles, us wﬂl{ s the”

o . of.the central glearing fund. -~ .. .

L 1317 Under the regulations of the Canadian Bankers’ Association, a8 npiyrlm"edi
by the Tfeasury Board, clearing houses have been sct-up-at thirty-two points,
as follows:— .-~ | : . : R 4

In Nova Scotia=—Halifax—

and Snint.John‘.

A .- In.New_Brunswick—Moncton

R In Quebec~Montreal, Qiiebec and Sherbrooke. e

i - In Ontario=Brantford, Chatham, Fort William, Hamilten, Kingston, Kit-" :
3 - g{\'.cngr, London,; Ottawa, Peterborough, Sarnia, Sudbury, Toronto and

€ indsor. el S

} }n Manitoba—Brandon and Winnipeg. ° o T

B * In Saskatchewan—Prince Albert, Regina, Saskatoon and Mogse Jaw.
i In Alberta—Calgary, Edmonton, Lethbridge and Medicine Hat.

: .In British Columbia—New Westminster, Vancouver and Victoria.

‘ . 132.. The results of the daily clearings are reportéd by telegraph from the

b regional centres to Montreal; and the net debits or credits of the guy, for cach_of

B the Canadian chartered banks, are scttled before one o’clock on the eame dny'in

i Dominion ‘notes. For this purpose the banks maintain in Montreal a central
‘i clearing fuml; cach bank keeping in the fund an amount of Dominion notes to- =~
;i meet debit balances. . ;- - <. ' :

4 2. THE :CANADIAN MONETARY SYSTEM -

i PR 4 Ctnadian legal tender money consists of the following:— )

S Legal Tender to-any Amount. SR -

W, _1.'Gold: The British soveseign and ‘any other current British gold coins’

: i The Eagle ($10) of -the United States of America, the- Half-cagle
. (85) and Double-eagle ($20). Canadian gold coins, which have been ,
ﬁ‘ ) ) qute_d tn denominations of $5.and $10. . e
2. Dominion Notes, which may be issued in amounts of 25 cents, $1, 82,

85, $500 and $1,000, and alsg: $5,000 .and $50,000 for use between

L . banks i = ) -
F . (Under the Financo Ac severnor General in Council may inl/cmcr-
E] geneies, real or apprehended; author chartered banks to pay
B out their. own notes as “sufficient and valid Tender.” Othérwise the
{ - notes of the banks are not lcgzﬁ'l ‘tender.) .o K ’
“ . Limited Legal Tender. . . " -~ - -, = B . . .
1. Silver coins, which arc issued .in-picces of 50, 25 and 10 cents and form-
erly. in picces of 5 cente, are legal tender to an amount not exceed-
ing ten dollars. . . i S
. -. 2. Nickel coind,. issued since 1922 in piccés of 5 cents, to an amount not
.+ rcxcgeding five dollars. R S ' e
4 . 3. Bronde coins, issued in pieces of 1 cent, to an amount not exceeding
: . twenty-five cents. . - ) . St
3 . . L .-
o« : . .
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The following 'l‘nblc 9 and grt\ph‘ show ‘over various pmodn the Dominion o 3 D <
noles: outstanding and gold hild; ’l able 10 shows the circulating media in the v 21 D s
lmnda of the gcncrnl pubhc. ) i
It ST B . i ? - F
POMINION NOTES ou'rw'r \Nl‘)l‘){(.' AND GOLD RESE uvw AS AT JUNT 30, 1801-1033 i i . 5 5 .
! S ] L o o I3
. A b 1 ' -
- -
. - v Amount ' 4
’ te L inqued - Y * Per-_ N o .
| Smally Largo ' . undor contage R4 .
. notes, notes, Total Do, . Gold |, olgold ¢ 0 .
,Yanr $1, 82, 84, | 850, $100; Noten Act | renerves resorves 3. ‘ %
. wnd $5, .. |$500, $1,000] [N und : W notes i - R H
. nml and i | stunding Act apocial  |* . out- { \ RPN H
rac- $5,0000 § war logis- standing g . ' L -
’ * tionulat 4 . Intion e B i 4 o 2
T T 1 o] P <
s s s s s s " pe d e g {? H
0,708,006 0,407, ool 10,1701 10,176,316 3,887,027 24 - o S ’ '
7,377,000] + 12,008, 1000 20,372, 100 20,972,100 8,758,252 a3 - Cow .
17,780, 880]* 27,844, 80|, 27,808,500 14,557,074 52 ) I H
J5 311,000 49,041,427],, 49,041,427 29,013,031 5 B el
70,471,0000 99, 30K, 035 09,308,015 78,008,231 . 70 a > 5 o w
148,213, 750 75,407,175 L0001 175,047,175] T14,071,032 08 ? - 9 L -
35,308, 230| k. 700, 101|740, 470,375] 103,40, KOO| 3. Had, 7 LT ; = . > F :
' N 175,712,014 IWN(IO 0| 155,012;014 0'.0W\4N0 54 ' xa og 1
. u:l 100, 150] 177,005, 014( 15,050,000 101,085, 014 105,700, 151 (1] .. ) ¢ 8 2. 5 ;E A
0 165,703,050 200,755,357] 57,250,000| 143,505,357| 80,756,302 40 P or ol 4 |
J'I 150 176} 172,803, 6501 '200,002,826( 8S,700,000( 121,202,820 63,931,581 , 28 ' U-)'_i; w § 2 e
37,020,483] 137,180,150 174, 218,633] 40,700,000] 124,518,043 65,719,001 38 o 55 R ;1 N
35,288,353( 110,026,650 145,317,003 13,500,000] 13 I,HI7.(XJJ 70,534, 4811 40 ' o] 2 >
. 34,580,870( 129, 846, 650 108,273,520(  40,500,000( 127,773,520{ 64,840,441 .30 Z \ 8 é -
- 38, 194,408] 146, 432 0501 184,427,058] 61,044,000( 132,483,058 . 69,271,505) - 38 < PS | |s
. , Vs
~Inclurles Dominion notes in the Central Gold Resopves an socurity for bank note-circulation, . z, § -
3 Includes provincial notos minounting 3!32 ,857 in lﬂw and reduowd to $27,588 on June 30, 1933, LY o o% ol |
. ? Includes ruuo of $50,000 nutos, 1018 10. < Z3 N R
<7 . Lo <3 =¥
. . . N e . 4 BRI (RS -
T.muz: 10 ) . ) : ¢ 13 K
. . . Pl = ve
CIRCULATING MEDIA IN TIf HANDS OF TIE, GENERAL PUBLIC, CALENDAR st 3 z §§;
. i : \q\'l-/\m 1001328 P L ng PRI :
. . P — s Ik
4  (Norz.—Includes till mbney in the hands of the lmnku) yd L 5 o R
= N T = ! z 1 :
. * Totals . . z. oo
' p L : Tank ; ] -
Year | . Silvert Nicke}]' Bronze! ‘Notest Indos No. 1 Zz .
) | f :!“ Iat Ainount P“{‘ per s . S =
. ) ractionals! ’ ew‘ . onpital . | § b
‘ ] s s ] s s . (. . g s
50,001,205| 10,505,160|  70,152,727f ~13-06f 100
70,638, UZO 14,797,483] 07,564,017  15-74, 128 I3 ‘ s
89,082, . 21,497,420( 128,171,043 1778 145 A H
126,001,013] 27,857,843 175,640,779 2104, 179 . A 2
104,021,710] 33,825, 852| 254,748,277)  20-44] 240 . .
108,888,905] 32,675,174| 231,603,330 24-81] - 200 B
172,100,703| 33,049,474 235,788,781 2449 199 P =
. 176,716,070] 35,003,025( 242,703,302  24-69) 201 - 2
1929.n.. :z;.m.gg 36,811, 60 %.m,;n 24-68) zgl : P .
1930... ..} B 1126,7131  22:35 182 v .
\_\ 33. X :faeo. umvlaw 20- 36} 168 ¢ A
) i 0 lamos.w, 10-45] 188 i . NE
L ]’l(um aupplied by the Mint as at Deo. 31 o( each yoar, aro the not isuos ol «fnnuo since 1858, \ ' T o ._
. ? Yourly averagos. . S
+ Dominion notes of larxer denominations fn hands of banka are not Included, but provincial nolu. H . -
amounting to $27,594 in 1932, are included, 4 L
~4 Per capita circulation if 1000 is taken as 100. L . 3 3; B H B : H
'Tnhn from Canada Year Book 1033 p.889. * ‘ . I i
. . i .
. ‘ . . '
-
. / § \
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,’ 134, Under existing legislation relnting to the issuo of Dominion nétes, . 139, "The rates of interest which have been charged are shown in {he. sub-

-’ . . . ‘ . .
© ). 880 millions may ‘be issueil ngaingt n reserve of * 25 per cent . ($12:5 joined tables e . - .
. millions) held in gold (Doninion 1\'0!0.1 Act, RS.C. Chap. 41.) . - " ’ EE . 1 R ’ “
LoR20 lllrnUl()".;‘ were issued during the *for special purposes, ngginst $16 % R 5 SCTanLe 11 - K K
: - illions of which gpecified” railway ‘S(~n|"rili('s~L',uxlrnntml by, t . o S UNDEICTINS FINANCIE A
Do R : . ! . - ) v by, the - a ATES OF INTEREST GHAREGED TO BANKS UNDER™FIE FINANCE ACT
. . Dominion are held,  (Statutes of-Canada: 5 George V) Chap, &)  .¢ .‘ HATER O I{‘ S - S
* ~Dominion Notes.may be issued under they Finanee Act (RS.C, Ch 70) t AT B - .
. to the r'll:lrtcr(u{ hanks and to the banks to which the Quebee Savipgs 1 ' . B Perion : . : STy . .
Bunks . Aet applics against sueh securities s arg #pecified in that Act, it Coosoem S - v
no _gold heing~sequired, : Co . - . - - -
All other notes issued must be backed dollar for dollar by gold. (Dominion T e N o . PUUTURTI 35 except tat under terimy of Ofdor in Couneil of -
- Notes Aet, RS.C. Chiap. 41.) or y & ( .'.‘ 1)1:_09 Nove L 102i ‘ M:’:.r,}g(])(,uplz:n, 315 was ehurged on Duperiad
. . . . . . e ] N : .
. B M 0 . .
. . . - B Ed v, 1, 1924, to Nav, 1,710
- " The Finance At S e . Nee. 1, 104 -
: , 135 Tlhc relevant provisions of the Finance Aet require fiitther explanation. TR R ,‘,jﬁ'l‘,‘,’_i:;,‘f_ Y 544 Sevpt on wivances aeninat' 47 Trensury notes
‘We have jn a previous chapter explained the operation of the’statute as an emer- ! “Senll). 1078, 1o Oct, 26, 1931 P 5 (‘_‘;u]",""l‘.',;‘-‘"“,‘{,‘m" it 4o Vraasury notes
-, H}"“fiv measure. In normal times the Minister of Finance may make advances - ) PR DS IO O Z0 v s R T O the authorizey rute was 3350, -
- . of Dominion-notes to thie chartered hanks and to those: torahich the Quebee 7 Oct. 26, 1031, o May 2, 1032 3¢, - L o . y
: e § ] ¢ ; 21039 " 3 31 cxcopt from Oct. 15, 1932, to Nov. 3, 1932,
Savings Banks Act applies upon the pledge of : - ]‘, . oL Muy 21082 10 May 1, 1933 : sl except from Oct, 15, | by 475 Tronsuny 1ills
= ! HIME . ’ N ) : . 5 ; . . . | dated Oct. 15, 1932, tho rate wan 2355, and from .
(a)_ Treasury bills, bonds, dehentures or stocks of the Dominion of Canada, = . i " . ’ “Nov. I 1632, wion oniad vances
™ itai rovi ’ Ty fon: - ~ K . : . 2-yeur notes dated Nov, 15,1932, the
.(zreq.LBntm_n,..any province of Canada, and of any British possession; 5 Moy 1. 1033 10 date 2162 oxcigh of advances secuted by A% 5 .
(b) ‘Public-securities of the Government of. the United States; i v 1. 103340 date. dated Xov. J, 1932, for which Lhe rato is 395

St ,. {€) - Canndian municipg] sceuritics; - ¢

v, «¥ (d) Promissory, notes ang bills of cekchange secured by documentary title ;

' "to wheat, oats,-rye, barley; corn, buckwheat; flax or other« commodity; : T T R . o : ’

°.(e) Prémissory noted"gnd bills of ‘exchange issued or drawn for agricultural, H " 140. The ‘amoupts of Domjnion notes ‘.bormwcq by ‘the banks under ﬂ)c -,
industrial or cofnhibreial purposes and which have been used og are to | inance Act are shown in the two fo]lgwmg tables: * -+ '

o . B . ) - . . .

+ ..« beused for suclrpitposess .. -

v T
“ v
© eresasasasn.

. . . . B . -
- 136." Such sceuritids mustshe deposited by. the borrowing bank with the Min- .. S \ " TabLe- 12
: ¢r, of Finance or with an Agsistant Receiver General: The Treasury Board | "= : . . : on
" determines the rate of interest upon the advances and is empowered to mnké regu- - ' ADVANCES UNDER FINANCE ACT—-ITIGH AND T.OW BY MONTIS FOR YEARS
-~ latiops, regarding the terms apd comditions of the deposit of the securities. . A 1927-1933 INCLUSIVE C -
" The Treasury Board cormists ofithe Minister of Finance-fud five other ministers 2 T
* nominated by the Governor int Council (nt present” the Ministers .of Justice, i . ) High Low
- “Trade.and Commerce, Railwayd and Canals, National Revenue, and. Maring), . Migh | Low o w2 -
_with:the Deputy Minister of Fit;nncc as Secretary. .. - . . o - . S o, o . S
< 137 All advances under the Finance Ac} full due on 1st Ma¥ of each year, T Cower EEUNPE B St f‘14~A~1n:s,“ .
-.and shortly before that dage ench bank may apply for the renewal of any amount B . . il January - 32. 500,000 ;} 000,000{
| outstanding and for a “lipe 8l crpdit ™ to cover nnticipated or possible. require- i § Jwnumry.....lll | 11,500,000 Ni Y e 30,500,000 NN
"Y' 2 ments during the ensuih ~year. |By Treasury Board minute, autherization is - Februnry.....vuuivare....| 16,500,000 Nil * - ||Fobruary oneipaenesee| 28,000,000 7,500,000
given-for advances.to the several banks of such amounts as the Board may : March..ooovsonnnnnnob. | 12,500,000  2,500.000]|March. .. 36,000,000 14,000,000 _
,consider ,advisable. : . . i 20,500,000] 6,500,000 36,000,000 19,500,000

138. By the present reggulations no margin is required upon advances against
Dominion_sccuritics, n margin' of 10 per cent of market value is required on

.- Caongdinn Guaranteed, British .(loverriment and United States Government
i nc('y?gitics‘, 15 per eent on Provineinll securities, 20 per cent on municipal sccurities
" *‘and 2§ per cent to 35 per cent on
gccuriticu cposited on 15th Septe

47,000,000/ 15,250,000
vs'.'.:':,b,(x)o 29,750,000
£4,130.000, 45,750,000 |
[ 64,130,000 47,130,000

20,§00,000] 7,300,000/ My
15,950,000{ 8,700,000
e 17,056,000 12,950,000
August..ocueveeeeneea | 20,050,000 13,150,000]

promissory notes and bills of?exchange. The
mber, 1933, were;-: o

. Domiyion of t'n"nmln Secutities ereieianes verdt . $161,045,000 00 j’- Bop(umber‘...... PR . 22,750,000] 10,950,000/|September...oi... ... el 54._&‘0.000 Z}S.BJOJ)M. ‘l .
Trovineim Sremisied by the T ! of Cronda T awoonn 43 . § October...vvirrernn..| 20,750,000 10,750,000][0ctobor. ......v........ 73,550,000/ 41,130,000
Municipal $lcuritiva, , , ...+ DETTETT T O, : Chmeennans 8,630,000 00 é Novomber............. '30’750'000 10,500, 000 Novom.b(-.r'. ...... s .66, 550, 000 ‘,.fz.&w.ooq_
IS A ‘ $214.247.223 43 t Dooombet..me...tremeer.] 32,500,000 7,500,000l Docombor................| 72,550,000 30,050,000 -
! N s . ] N P . . .
N - 1 ,‘; - .
‘I ' , . . \ ) ,: .
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“October,. aiiiiiii il

} .Névember..'.....'.,_._.._'.._.. -

| 76,800,000 .

May. oot

Navembet.iiiies

Apriliiiiiniiiiinn,

Septamaber............. .
Ootober....... .'...

EETTYTITITT

'

Decombor...i..iiiuiny,

Novomber cessisnnisentes

4

T.\m.m 12 b
Dvmm UNDFR PN.WOF AC'l‘-I"(‘H AND LOW DY MONT!I ‘
©noae ,W0sy INOLUSIVE—Cone, 5 rron Ywms ‘
\ o
' Migh, Low * Yigh Tow

49,000,000
30, 800, 000
32,000, 000)
27,500, 000)

+20,600,000(

40,500,009

000

20,000,000
23,000, 000] *
27,500,000,
05,144,000,
87,488,000

' 87,488,000«
41,044,000°
48,444,000
30,344, 000|

' 42,344,000

* 81,044,000
51,644,000

35,044,000

*40,244,b00

27,500,000
15,000, 000
18,500,000 - °
15,000,000
110,800,000 E
17,800,

2 1500,

3\!3’,500 000

10,006,000 -
12,000,000
27 3“ 000
36,0“.0(”

37,444,000
36,244,000

130,044, ooo\ ,
37 444 ooo
0,844;000.

BANKING AND CURRENCY . w3
1 A

; . TABLE: ;13 o

5" e ’ R P

/ANGES UNDER 'x‘ltlzz'ym NCE ACT : e

Mmmn.v Av:muu or Dm.# Anvn«.u

1028 1030 1032

s 8 s | s R
,000 [+ 14,120,000 41,680,800 | 6, 31,020,000
500 | 12,400,000 18,505,800 |. 2,187,000 | 22 . 000
19,407,400
23,270,100 3
31,388,500 |

14, 608, 000
12,826,900 19, 60! 1700 52,316,000 |.

'xmportnnt medium of exchange in- Canada.

141 Bank Dcpostts -—Bnnk depovbs “UbJCCt to cheque furmsh much the most
An accompanying:table shows ‘the .
proportion for five year periods since 1871 which deposits in chartéred banks
of the Domimon have. borne to thc notes issued by those banks. -, .

e - _'TABLE14 . P SR

PROPORTION OF DEPOSITS IN'CHARTERED BANKS TO NOTES ISSUED - -

N ! . . Proportion
: Dank Notes | Totalon | which Total, 5~
.in « Depositt Deporita bear %
Ciroulution! - 10" Bunk -
. Notes "
- 1
s [ N {
20,014,037 58,287,301 2. 1
* 21,245,035 72,852,080 3401
28,610, 602 4,346, 481 3 1 ‘
31,030,499 | 111,449,365 3.0 "1 ]
33,081,042 148,396, 968 45 1 s
31,456,207 | 163,618,049 6.2 “ | 1
001, 2 9,573,327 6 1 i
70,638,870 [ 605,064,513 B84 1 o
89,982,223 950,433, 788 10+ 1. {
126.091,013 | 1,415.035,429 1. ) Kl
104,621,710 | 2,264, 556.736 1.6 1 'y
108,885,005 | 2,277, 102,043 13 1 Wh
141,009,350 | 2,422,834,82 1790 1 1

, 'Yo-rlyrvsmci : N
142. This proporhon rose from 2 Tl nt thc bcgmmng of t.hc pcnod to 17 1\1 e

"to 1-in .1031. N et

143. The amdunt of bank dcposxm is dcpcndcnt upon &, vamtv of complex
economic factors which although of a non-monetary, chamctcr, are of considerable
importance. From an exclusively monefary stanidpoint thc main congideration.
affecting the lending and mvcstmg_polmcs of the banks is the, amount of cash
reserves whxch they consider necessary to carry against their deposit - liabilities
under any given circumstances, provided there cxlsts 8 proper field. in” which
to lend moncy or purchaso secum:es. P )
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*~deposits,

’ e M C . : Y )
144, Tf2nhaink recéives fram some dew or dutside source an. inerense in its.

% engh reserves,” it will in the ordlinary course of events proceed to make loans or
L to buy” seeuritieg, The publie geceiving the procceds of the lonns or saley will
., deposit in the Banks all that' they do not require for hand-to-hand. engh,-Insot *
. fur as these deposits ave magle in olher banks, clieques will be-drawn on the
- ariginal bank, with the effcet of diminihing its veserves and: increasing those

of ity competitors,” The latter, provided their cash position be nlrendy salis-
fitetory, will then be in a position «to make additional loans and investments,
if ‘conditiondwarrant, &nd this in turn will enable the public .lo make further
Inshiar. ag the loans. aid-investments made by the original bank
retugn to it ay depgsits, it will be in a position to make further loans or invest- *
ments, Hhroughthis process of lending, investing nnd dcposi\ing. the inereased
Lash reserve is (llstrilmlc‘Ln_xnong the ‘banks and the volume of loans and invest-

< ments and deposits -is incréited by in amount sevoral times greater than - the

amount. of the original incrense in cash reserves.. A similar result may ensue
1( one or more banks shteld decide that their eash reserve ratio may be reduced.
Conversoly, Yhe: volume of deposits would be ‘contracted if the bank's cash .

. Mtoo low, -

~ and ppon

"out of a country apd ifs price rises to a premium over the legal ptice,

-

" upon the changin

145; The cash reserves of the banks mainly. consist of gold and Dominion
‘notes. The amount of gold held in a country.is dependent, when the country is on
a fully effective gold standard, upon the balance of international payments and .
the; fesulting import and export of gold. - When gold cannot move freely in and’
the gold
Pt(bé country will depend upon the. purchase of .gold at the prcm%um,
e frcedom of cxport if this is profitable. . ey

146, /The banks’ reacrves of Dominicn notes are determined‘on the one Kand *
by the/nmount of such notes issued under the various laws mentioned above
and 6n ‘the other. hand Xipon the volume,of Dominion notes required by the
r-Wlic for hand-to-hand circulation.  The demands of the public for Dominion"

; norially depend upon the current volume of wage payments and the level
.ctail pricéd. Over longer periods. the extent of the demand also depends -
N g habits of the public regarding the use of coing, notes,
cheques, ete. . C T e -

. 147, The public demand for Dominion notcs is not under the
banks notwithstanding.the fact that bankis
on the volume.of retail trade. “On‘the other
the-[acilities available under the Finance Act
of their Dominion note reserves,

réscrves in

) _control of the
g policy” may havé ap influence
hand it is possible, by the use of

sibject to silch restrictions. as 'the. Treasury -

“ Board may_impose and within_the limits and along the lincs of generally
. e

* nddendum to our’ report.

accepted banking practice.
148. The volume of-deposits in Canada, from the mpnetary standppint,

“depends upon the factots mentioned in_the three preceding paragraphs, the two

most_important being the international gold movements and the horrowing under
the Finnnee Act. . -; . .

149. Sir Thomas White, while concurring'gcnci‘nlly as to the effect \‘vhich

vlmnking reserve policy may exert upon deposits, regards the treatment of the sub-

ject of such deposits in this paragraph as incomplete apd refers*to his personal

-

© . 3. OTHER FINANCIAL INSTITUTIONS™ . . .

:150. Stock Exchanges.—The operations of stock -exchanges in Cinada are
cénducted under rules which -are, in general, similar to those of ledding stock
exchanges in the United States. Settlements are on a eash basis and are made
dnily, as contrnsted with British and continental settlement practice. Members
of the stock exchanges act s brokers, buying and selling stocks on comission,

2 e . * . “ N . . R

- i . Lt . 1

. L e '

{prthe banks to vary the amoynt .

=+ yreserves were reduced of. 1, a bank decided that its-existing cash reserves. were .
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They enpry stocks fortclients on margin and periodically this class of business

assuies large proporfions.. At times, alto, brokers are diolders of substantial

eredit balances of customers, A few: of the; lirge brokerage houses hnve invest-

ment banking departmicats which buy from ind scll to the public on their own

negmmt, but these” depariments are  separately 'rn’(:urpnrnlqd cwith limited

151, In general, new issues of stocks are not.made through the stock
exchanges, The prevailing practice is for the issuing company or n.syndxcn.te to
offer them direct Lo .the public, The principal stock exchanges will not liet a . -

- company’s shiares until. a fairly wide public distribution has been made. We are "~
. informed that, in the case of the Montreal iStock: Exchunge, it is the practice, -
“when additional 4ssucs of stocks ulready lilted are to be made, to insist that . -
“immediate applicatior be made for*listing privileges and that the new stock be

offered to sharcholders on a.prd rata basis-before being
other way. : ] / ’ !

offered for sale in any.
152, Investment Bankers.—A small number of the investaent bankers act-

- solely as brokers, but the grent majority of them buy and sell bonds on their‘own

ncegunty thatiis Lo say they are dealers, They borrow on the sccurity of their
holdings from the charteréd banks or-trust companies and other corporntions.
Thesjuvestor purehnses seeurities which are generally owned by the dealer,
whethep, they be old. or new isd During the-past few years, however, the -
rizks ‘involved in the outright pureliase of securities were too great and syndi-
cates of investment hankers were formed to'sell as dgenls new issues onda com- -
mission bagis,  © Underwriting? as practized i Great Britain is nol common
in Canadir, © Those whio tuke aparticipation.in an issne of eecuritics generally
distribute it direetly. to the publie. There are no bond exchanges in. Canada
and the published quotations are obtained -from individual bond “dealers..

.. 183, Loan, Mortgage antl Trust Companics.—The Dominion Parliament has

not_exclusive jurisdiction over these institutions.  Some operate under Dominion
and others under provincial laws. The affairs of- all such companics. operating
under Dominion statutes are ‘subject to ‘examination and supervision by the:
Superintendent of Insurancer - o

" 154, The principal funetion of loan companies is the kmling of money on the
security of veal estute. In addition to.their capital they obtain their fumls by
the sale of debentures and by recciving deposits,  Owistanding debentures dnd
deposits form the main items inéluded in the total liabilitics to the public of
§140,232,000, ‘as quoted in the réport of the Superintendent of Insurance,Tor-
December 31, 1932, . Of this total 8107,757,261 represented the linbilities of the
ten loan companics éperating. under Dominion charters and of two provineial.
companies all under the. supervisiah of the Superintendent of Insurance. The
amount of deposits included in the Jatter figure was §20.418.924. h

155. Trust companies engage in husiness similar to that of the loan companies -
and aet asexdeutors, trustees and dministratorscunder wills or by apyooment,

‘as trustees under marriage or othdr settlements, as azents or attorneys in the

management of estales of the livingi as puardians of minors or.ineapable persons,
as financial -agents for municipalities and companics and, when =0 appointed,

“.ng (rustées in bankruptey. A very jmportant function thes perform is to nct as

trustees for the hondholders in connection with boand-issues where assets are

pledged. ” Some of these cdmpunies eeceive 'deposits, while all of them invest for

the necount of their elients,in shorthor leng term loans which may or may not
B \ . ~

. be_guaranteed by {hem: \
g ) 5

BN

“regarding the amount of “farm mortgage loans in Canada,

156. Rural Crcrh'tLlns[ilv:!funs.i—’ifl1orc'nrc no cémp]rtc statisties available
Data. collected in

-“the ceneus of 1031 -indicated that out{of a total-of 654.241 owned and partly

.owned farms in the Dominion, 2”{:80 were martgaged to “the- extent of *
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$671,776,500,
74,382.)  Only a.small proportion of the total farm mortgage indebtedness is
owing to rural credit organizations.
government sources has been restricted owing to the dilliculty of obtaining funds
at a sufliciently. low ryte of intercst and also heenuse of the danger of embarrass-
ment to the provinees by increasing unduly their indebtedness.

. 157..A long term credit plan has been in operation in the provinces of
- Ontarié (20-year plan) and Saskatehewnn (30-year plan) for some years, and
‘the outstanding loans in these provinces, nccording {o the latest published figures,
are approximately $45,000,000 and $15,000,000 respectively. The gencral rate of
interest in Ontario has been 53 per cent and-in Saskatchewan 6 per cent.  In
Manitoba a system of long term ecredit-on a Bo-xc:\r"nmnrtizntion plan was
initinted" in -1017, but wns discontinued after the Canadian Farm LoansBoard
rommenced operations in the Provinee. N

158. Thé Canadinn Farm Loan Bosird, 'whi(-h ciunc into being in- 1929, makes

..loAns to farmers at 63 per cent interest .per annum and 7 per cent interest on

arrears. These logns are made on“a basis of repayment in a period of 23 years
or 32 vearp . At the end of the last- ficeal yenr, 31st Mareh, 1033, outstanding

loans ‘amotinted to $0,482,000. So far the Board operatesconly in six provinces, ©

3nml;:ly,‘ Alberta, British Columbia, Manitoba, New. Brunswick, Nova Scotin and
Juebee, * * . ' : :

159. In addition to the short term rurnl eredit ﬁrfmtéd by the chartered

"™ banks, legislative provision cxists for the furnishing of short term credit by the

-

Ontario Agricultural Development Board and by the Provincial Treasurer jn
Alberta. In Ontario thé maximum short termi eredit granted has never exceeded .

some $350,000,\and the Farm Loan Associations, thirough the medium of which

these facilitics nxe granted; have never played an important part in the field:of R

term credit. > The rate of interest charged is 64 per cent, of which 1 per cent
.. <0 the Associations.to defray -administration costs. In Alberta this type of.
legislation “first came into cxistence in "1921. Under the original legislation
socictics. were organized at local points ench operating as a separate and distinct.
unit. Funds were obtained by the socicties from _the chartered banks which
were in part protected Wgainst‘loss by guarantee of the provincial govetnmeont.
As a result of losses in a number of the socicties 1 reorganization of the entire
scheme was-effected in 1931.
statute of the legislature of that year. consolidating the various existing socictics
as members, the gapital stock. being contributed by the socicties. Whilo each
gociety still retains s a unit its relationship with its members, it is required to

contribute annually tp'a common sinking fund to cover any losscs in any society. )

The rate of interost in Alberta is 74 per cont- (of which Yof1 per cent accrues
to the local Socioty) plug  to 4 of 1 per cent to provide the sinking fund.

.. 160. In Manitoba provision for short term credit. was made by the legislation
,of 1917 with a stipulation that interest ehould not exceed 7 per cent, of which 1
per cent should accrue to the local t(vuml Credit Society. An investigation info
~the management of these Societice
. losses, both of principal and inwrth, were written off. The Socicties are no
longer managed by local dircetors, but by the central government authority in

A provincial corporation was established b} n

a8 made in 1923, and subsequently lnrge™

e ot . ' ) L
TIie~ figures ' disregard mortgnges on rented farmis numberin
4 4

In recent years eredit from provincial

.

e

Winnipeg, and it is understood tha} no new business ‘of consequence is being -

undertaken. - The total loans outstapding,
30th April, 1932, were $1,085,675.

161. In Quebee, while there is no Ibrovincinl plan of short term or intermedinte

credit, fequirements of this naturo are met in gome degree by -the fncilities
provided by the “Caisses Populaires” (Co-operative People's Banks), whose
operations have been previously described. 1 S

according to the public. accounts at -
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162, O;lly one attempt in recent years has been made to supply intermedinte
credit, ‘The Dominion Agricultural Credit Company, Limited, was organized early
_in 1931, largely through thé efforts of Mr., E. W. Beatty, with capital supplied
"by the railway- companics, the banks, loan companies and insurance companics.
Its purpose is to assist farmers in acquiring live stock. “The. nuthorized capital
stock is $5,000,000, of which ‘over $3,000,000 was subecribed, with 10 per cent
paid up. Mr. H, O. Powell, the Vice-President and General Manager, in his
evidence before.us at Regina stated that the amount of capital paid up had heen -
more-than suflicicnt to meet the demands to date. Ie further etnbc'd that the
Company asked for repayment of loans over a period of three years with interest
at-6 per cent plus certain inspéction fecs. Loan applications are handled largely
through local committees. Recéntly the Company has engaged. it sheep raising .
on-a profit sharing basis with farmers; the Compartm-purchases~angl yolains “own-*
ership of the stock while the farmer provides pastures and care. R
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