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fully, and in a more convincing manner, their own views and
concernis.

Senator Connolly: Honourable senators, 1 will flot detain
you for more than a few minutes. As one of the group in the
committce who were impressed with the eoneernis expressed by
Senator Cook and other members, 1 think perhaps 1 should say
somcthing at this point.

If we have this important issue 10 eonsider when the bill
does eome before us, it will be due to the ingenuity of Senator
Cook. Perhaps that sbould flot surprise us very much. 1 am
told that anyone who eomes from Harbour G race has to have
ingenuity, or he doesn't survive. So, ingenuity is a way of life
for Senator Cook.

I do flot want 10 talk particularly about the question of
liquidity, for the simple reason that 1 think Senator Cook bas
expressed that concern adequately. The question arises about
the problems with which the trust compdnies arc faced should
the banks have such a wide ranging authority to lend on the
security of mortgages. As Senator Cook has pointed out, the
banks, before the 1967 revision of the Bank Act, were not able
to Iend on the security of mortgages. I understand that the
rationale f'or putting that provision into the Bank Act at that
time was 10 provide a more rcady availability of morîgage
funds in the country, and it was thought that the banks, with
their many thousands of branches, could do that.

But the limitation upon the banks 10 engage in that type of
business, as Senator Cook has said, was very strict. They were
to be restricted to 10 per cent of their deposit liabilities and
debentures. Wc thougbt that was the ceiling. Actually, it
turned out flot to bc the ceiling because Mvinisters of Finance
over the years authorizcd mortgage companties to be estab-
lished by banks, and in fact this was donc for a limnited period.
But now the specifie provision is proposcd 10 be included in the
Bank Adt whercby, as Senator Cook bas said, banks can
neorporate. and cither wholly own or parîially own, morîgage

companies. and they can lend on the security of morîgages
with the guaranîce of banks wiîh uttcrly no lim-it t0 the
amount of moncy that they can put up.

This is flot an harangue against the banks. I want to refer îo
the last report of the comimittee on the predecessor bill, which
is 10 be found in the I)ehates of the .Senate of Thursday.
Nlarch 15, 1979, speccfically Appendix "D" of that report,
which shows that the banks do quite wcll in the morîgage field.
The banks did prctty well in the morîgage field beîwcen 1967,
when tbey first enîered if, and 1977, the lasI year for which
these figures were given.
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In the first year the banks and morîgage affiliates loaned 10
the extent of $954 million, and in 1977 that amount had grown
to more than $ 14.896 billion. In 1977. the trust companies and
the morîgage companies wbich originally loancd $3.832 billion
n 1967, wcre loaning $18.794 billion. Tbcy were a littie ahead

of the banks.
Another portion of the table shows that in 1967, after one

ycar of' operation, the banks occupied 11.6 per cent of the
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morîgage field in Canada, and in 1977 that share had grown
10 3 5.4 per cent. In 1967 the trust companies occupied 46.7 per
cent of the field, and in 1977 that share bad fallen 10 44.6 per
cent.

The significant increase in the banks' share of the morîgage
field in those 10 ycars. 1 îhink il is proper to report from the
commitîce, is a malter of great concern 10 the trust companies.
1 think that îhcy sec the competition becoming so ovcrwhelm-
ing that their business is going 10 be scriously affectcd.

Having said that. honourable senators, 1 tbink 1 should also
say that there may be a valid reason for the banks to have
unlimiîed authority 10 lcnd in the field of morîgages, but I
îhink the reserves of the banks, to preserve the liquidity of the
banks and our banking systcm, must be adequate, and Ibis
may be a ncw kind of game for the banks. In vicw of the fact
that the banks arc mbt the morîgage business, some ncw
systcm of reserves for this aspect of their business may have 10
be dcfined-may have 10 be discovercd, in fact.

One other tbing I want 10 say is that there may be a great
nccd in Canada for access to the banks' funds for morîgages 10
supply the housing requiremenîs of the country. This may be a
very saluîary provision. Wc do flot know, but we will find out
wbcn this bill comes before the Senate, and whcn it is referred
to the commitîc, whethcr the rationale for allowing the banks
10 go mbt the field of morîgage lending 10 the extent that is
now allowcd is a necessity for the devclopment of housing in
Ibis country. That will be a malter of goverfiment policy. and
that will bave 10 be explained. I do flot think any member of
tbe committce would wanî 10 resîriet the banks in the mort-
gage lending field if it was felt that the mnoney was requircd 10
provide bousing for the people of Canada, but 1 think evcry
member of the commitîce would say that if the banks are 10 bc
in Ibis morîgage field then it seems ridiculous 10 have one
clause saying that the banks are resîrictcd 10 10 per cent of
their deposit liabilities and debentures, and then another
clause saying that the banks can incorporate boan companies
under the provisions of the Loan Companies Act and ]end as
much as tbcy like, knowing pcrfcîly weIl that the banks will
guarantce the boans and the operations of those subsidiary
com pamnes.

So il is a malter of clcaring up, first of ail, the necd for the
availabiliîy of furîber morîgage money in the country from
bank sources, and, sccondly, the question of clearing up in the
minds of' the public the idea îhaî tbe banks are resîricted 10 10
per cent of their deposit liability. because that is flot a fact,
and you bave t0 be more than a Philadelphia lawyer, whicb
Senator Cook is, 10 discover Ibis anomaly in the legislation.

Senator Beaubien: Honourable senators, I apologize for
rising at Ibis laie hour, but there are a couple of things I want
10 say about the proposcd new Bank Act. The first is that since
1967 there bas been a tremendous change in the morîgage
market. N4ortgages wcrc usually sougbt for 20 10 30 ycars.
Over the period of 12 or 13 years since the prescrit Bank Act
was passed, morîgages have been issued on a tbrec-, four- or
five-year basis. That caused the life insurance companies 10

completely back out of the market, and somebody bad 10 filI
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