
ARE BANK CLEARINGS MISLEADING?I

Bank clearings are recognized as one of the standard
idexes of business activity, but their value for this pur-
ýse deserves careful consideration. Generally speaking,
i1 increase in clearings indicate-s an increase in business
*ansaction, and a coniparison of the clearings of two
ties gives an approximate idea of the relative amnount
F business, but the measure is not entirely accurate.
here are a number of ways in which discrepancies arise
-tween the amount of bank clearings and the total bank
ansactions. ln the first place, the clearing bouse re-
irns include a number of errors such as cheques or
-afts presented to the wrong bank, or wrongly endorsed.
hese are automatically returned tc, the bank preseating
iein, and when the corrections are made are again pre-
mted to the proper bank. They accordingly go through
ie çlearing house twive and cause the amouat of clear-
gs to slightly overstate the amount of business trans-
,ted through the batik.

On th>e other hand, there is a vast amourit of business
hich does not go through the clearing bouse at ail by
ýason of being donc entire1y within the one bank, as
here a cheque is presented to, the bank upon which it is
'awn. In Canada the probability is that business of
iis kind is larger relatively than in the United States
ýcausc a cheque drawn upon one bank here and pre-
ýnted to a different branch of the saine batik does not

than the clearings. In the case of San Francisco, th(
difference was i09 per cent.;- Detroit, j 18 per cent.
Cincinatti, 230 per cent. ; New Orleans, 7J per cent.
Richmond, 103 per cent. ; Atlanta, 28 pýer cent., anýl
Seattie, 87 Per cent. These chties are named in tht
order of amounit of business, but the percentageý
of excess of transactions' over clearings, as stated
above, do not show the saie order. In the casE
of sinaller cities, however, who calculate their businessm
in this way, the transactions usually are sçveral tiries the
clearings; that is, they exceed thein by several hundred
per cenit. This is c4uite as mighit be expected, becausc
in smaller cities there is a greater possibility 0f a cheque
or draft being presented upon a bank upon which it is
drawn and accordingly more business is carrie<l on with-
out entering the clearing bouses.

Reports of this kind miglht well be considered by the
Canadian banks. For the premsent, however, the monthly

stateinents furnished to the minister of finance and anial-
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