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It would answer no. purpose now, for, I am
thankful to sy, the record of them is reduced
to n very small sum, They are largely things
of the past. The stoclcliolders are ‘tv-be con-
grutulated on. that. - Bat this—the  General
Manazxer will say—that even if the task of the
exceutive had veen that of liquidation simply, -
it would have bren a- very heavy one. But
when, in the midst of difficulties created by the
constant failures of custorers, and the accumu-
Intion of overdue bills and propertics, there
was a pressing necessity for the earrying on of
& large corrent business aud earning profits for
the purpose of paying dividends—the eredit of
the Bank baving to be maintained meanwhile
in a time of incrensing diatrust and fear—when
new customers bad to bz sought to replace
‘thege whose business was lost through fuilure,
and this at & time when .no man's standing was
certein, it may be imagined that ‘the work-of .
administering the Bank during the last five
years hus been such as to task the energies of
the executive to- the utmogt. The business of
the  Bank in Montreal, New York, Torounto,
Hamilton, London, Quebee and Winnipeg as it
exists at present is largely mnew. In all of
these places entirely new connections have
been - formed and a new circle of customers
secured. The extent to which this. work of
building up has been extended ean be inferred
when I inform you that the teade loans and
disconnts of the Bank, wiich weee ouly $10,-
. 200,000 in 1879, are now $15,340,000, 8 con-
siderable part of the increase arising out of new
aceounts, It has been a particular care with
1he Genernl Manager for many years back to
gearch into the causes of the losses which the
Canadian Banks generally have sustained, and
how they can be reduced to the lowest minimum
in the future. When in Great Britain . Iast
-Qctober he had devoted particular attention to
the subject, and on bis return, in 4 memorandum
luid before the Board, be observed, amongst
other things, ns follows 1— i

“ Ouir hanks, asis well known, were modelled
on, those of Scotland, but are sudly deficient in
many of the elements of safety by which bank-
ing in Scotland iz surrounded. I may add to
this the North of ‘Eagland; for banking in
Yorkshire and Lancashire, so. far as loaning:
and discounting nre concerned, is conducted on'’
similar principles. - Nothing impressed me more
—and T took pains to driw out the infurmation ~
—than the small amount of losses of the banks
of Great Britain, Apart from such exceptional
cades ag the City of Glusgow Bauk, it is note-
worthy that the losses of . most of these bauks’
have been of the most trifling character.

‘The Managing Director of one of the Sheffield
banks, in which all my early years were spent,
on whom | ealled in passing through Yorkshire,
informed me that their losses hind not averaged
£500 ayear! Yet the bank for thirty yenrs
hack has done the leading business . of that
great mannfacturing centre. o

The Clydesdnle Bank's business in. London
has been singnlarly free. from casualties, The
losses during the four years of its establishment
have been the merest trifle, while a very large
business has been - done. .

l’I“here are, in my judgment, three causes for
- this, i .

‘In the first place there is'in Great Britain a
clear abd distinet line drawn in'banking opera-
tions between the lending of mouey. (including
the granting of standing loans), and the dis-
counting of trade bills, - The former are invari-
ably under the cognizance and control of the”
Board, to whow all applieations are submitted, .
with séeurities offered.  The manager's disere-
{)i'(llln‘is conlined to the discounting of trade
ills. : o ‘

In the second place trade bills themselves
are invariably bona fiderepresenting goudssold,'.
glcg\'ured, and to be paid for at the time the bill
isduoe, . ' o
" Any attempt to pnss off upon a banker bills’
not representing actual sales  would be:con-
sidered equivalent to forgery,'and brand. the
person uttn-m‘ning it with sueh “dishonor “ that
no bank would deal with him again, - S

Tu the third place, competition betsveen ban-
kers is kept - within - sneh. reasonable, and pro-

“for inerensed imports. :
the selling -vnlue of gouds, so-that there has’

per limits, that -the playing off of . one bank
against anotlier so'as to obtain unreasonable’
and .duangerous extension” of credit |is almost
entirely unknown. There -is an &dmirable
gystem of " co operdtion’ between the different

bauks of Scotland, by which a common un:

derstanding is kept-up  and strictly “observed

with regard to . rates of discount and commis-
.sion charged for various. classes of busiuess, .

and withregard to interest allowed on deposits.
Competition there is, of ' course, nud will be,
bt it-is strictly competition on equal terms.
It would be extremety desirable were eftor(s
made to bring abont a similar ¢ommon under-
standing amongst the banks of Canada.
The iabsence of 'it, I am convinced, bas led
to untold losses.” ‘
‘Ihese observations have a pertinent benring
on our positiun. = S:nce rerning, the General

Manager bas endeavoured to bring about in

our-owa administration as close “an assimil-
ntion a3 possible to the methods of Beoteh and
English baiiks, ‘aud bas good hopes that the
adoption of this course will have the best ve~
sults in the future.  Before. closing these re-
marks, the General Manager may be permitied
to refer to the rduarkable expansion which has
tuken place in the discounnts and loaas of the
Buulks genernlly during the last year, and 10
the position of business generally. .~ He has
ascertnined by ‘an examination of the hooks
of the Merchants Bank, in what direction ouc
own expangion has oceurred, and bas compar-
ed the rapge of expansion with the propress of
trade and commerce.  For it is tolerably clear

that it the bank discounts have grown with the

volume of legitimate teade, and if the reserves

of the Banks have been well kept up, the ex--
. prusion i3 a natural and healthy one.

If other-
wise it.is the reverse. ‘The money of the Mer-
chants Bank isemployed in loans and discounts
to persons engaged in the following lines of
buginess. 1. In the movement of agricultural
produce of all kinds, and manntactures con-
rected therewith ; 2.-In the timber. and sawed

lumber business; 3. ln importing and whole-,
snle merchandise ; 4. In mannfacturing of all..
.kinds ;. 6.:In ' miscellaneous occupations,con-

nected “with- agriculture or. commerce. . In

- addition to this the Bank ' lends to Municipal,
" Corporations and employs large sums in short .

loans on stocks of various descriptions. It is
only the first: five of these " that can be called

- business 'loans and discounts. Now, looking
“at the “total line of discount as it was a

yenr ago and as-it is-now I have noticed the
following changes :—In ‘produce and . provi-
sioi' aceounts, a - slight: diminution. - In
saw mills and timber, * a very considerable
increase (nearly ‘60 per. cent); in manufactu-
ring accounds an increase of sbout 12 per cent;
in nmportery . and ‘merchants' accounts a large
increase, nearly 40 per cent; in miscellanous
loans a very considerable increase, aboit 30 per
cent. The lurgest -incrense ‘has thus been 'in

‘accounts connceted. with our leading exports,

viz., the productions of onr forests. The next
fnrge increase has been in our whole line of
importing. " As to'the soundness and healthiness
of - this or otherwige,. there can be no doubt
that the vaiue of otir wood produets in foreign
countries (our great market). has very largely
inereased, and that, not only has production
been stimulated, giving rise to the employment

“of more money, but the amount of money re-

guired to carry on the smme amount of opera~
tions has largely increased, too. As to the
inerensed imports, these are, as a rule, only
healthy and sound  when arising’ out of
lirger, production,  Ther: has ‘been o large
inerease of ‘wmoney value in- our productions,
as ‘you have scen, and - hence some foundation
Duties have increased

been an mcrease both in quantity and value.
But our large railway expenditure should also

- be taken into acconnt, This'kind of expenditure

always stimulates the consimption during the
the time it is- going on.” But when it censes
cousumption decreases in the same proportion,
Then the demand  for. imported  goods and
manufactured -articles falls “off, “and unwary

mer,o.hmits,iboth wholesale - and - ‘retail, who

~condition for years tofcome.

‘hear) in his viewsin the matter.

have failed to note that their large sales wero <
due .to tempoiary causes, are - canght with
great stocks, which they find it hard to se)l, ™
Then comes difliculty in meeting. payments,
numerous - failures,. and "all- the” phenomens
with: which the country was so familint in -
1857 and following yenrs, when the completion:
of the Grand Trunk and Great  Western
Railways. brought about such “a disdstrous’
collapse. . This, it appears 1o . me, is -that :
for which we must keep a caretul lookout
from_ this time and onward.. Merchants,
in addition, -will do well 10 tnke a careful
note of , the production of vur farms and ‘the
condition of the lumber trade, und notonly
of the quantity produced but the prices obiain-
ed, Forit mustever be borne in mind that®
for the prices obtained for onr great staples we
are,_ eutirely dependent on the  coudition of
trade in Great Britain anhd the United States, .

~Neither of these can “suffer withont our being
-affected. Canada is allogether too small a

couitry for uny market to be controlled by her
operatious. But the banks have evidently heen
furnishing, by loans oo stocks, a considerable
amount of the capital required for new manu-
facturing enterprises, or the extension of old
ones, and for various other forms of enterprise
now carried on in ihe shape of jeint stock com~
panies. Time will show whether these will be
suceessful or not. Alter all, so far as the
amount o discounts is concerned, it is really a
question whether the banks generally aré hold-
ing sullicient reserves of available funds. Taken
as'a whole, the banks undoubtedly are. - But,’
in some directions, a heavier: holding, and of
an independent character. would undoubtedly
be desirable. I'here is alwaysa préssure to lend
s+ much as possible, ‘where hLeavy -interest ig
paid on deposits. - There has bheen improvement
in this matter of late years.  But there is again
arising a4 tendency to increase rates, but it is to
be hoped that it may be checked.  Genérally,
the banks are; no doeubt, -in'a good® position,
and if they discriminate - against long credits,
by discounting short paper at a cheaper rate,

-declining long renewals, if they alse check un-

reasonable expansion as well as’'speculation, by
refusing to lend to impecunions traders, they
may keep the business of the country in a sound
3 (Applause).

i 8ir Hugh Allan,—Mr. Chaitman and gentle-
men : From the terms of the address read by the
Presidert it: would naturally be supposed- thet
the majority of the Board had been acting in‘a
manner injurious to the interests. of the Bank.
The majoriny of the Board interfered in noway
until we found that thesiction of the President
an Vice-President was such s, in their opinion,
would injure thie Bank. : ‘They were going to so
alter the relitions of the General Man»ger and
Assistint General Mannger 1hat it wasinevitable
that the one or the other should give way. The -

‘Board - considered the question very, carefull

and satistied. themselves that the correct any(i'
right course wus to- sustain the General Mann-
ger.. (Hear, hear and applanse.y - This' was
brought about more particulurly when thé Gen~

-eral’ Mauager made « statement: to the. Board

that under no circumstances would it be possi-
ble for them [1he General Munnger apd Assist-

-ant- Genernl Manager] to ‘earry on the work

of " the ' Bank ’ together: . The. . arrange-
ment ' propos-d by  the - President’ and.
Vice-President wasone-which would liave been
subversive to thic management and diseipline of
the Bank, “namely, that they should try and'do
the work of the Bank joinily. (Hear, hear.) The
majority of the Directors considered it their
duly to sustain’the General Manager "(hear;
) It was hig
policy that had bren successful from the begin-.
ning, lle has'conducted 'the Bank through

amany disastrous ‘periods, and the{; _considered
¢

thit the General Mannger ‘should be supported.
The Directois, thercfore, hnd no’ hesita'ivn:in
taking the course they did. ' They did notinter=

fete in any’ way with' the nianngement of .the
Bunk, except to say simply ihat in their opinion. *

the . Geueral' Mdnager - shiould  be - sustnined.
(Applause.) It would be impossible for” the
President und Vice-President to declare; that”

© their views alone should prevail in the manage-




