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O NH' qualification of a proper Bankng Sstenm i'sthat it should possess the inachinerv necessarv tu
distribute inoney over the wlîule airea of the country su
that the smallest possible inequalities in the rate of in-
terest will resuit.

O)ur systemn performs this. tutv with admirable su,-
cess and it does it bv means of biranches anti agent îes in
varîous parts of the Dominiîon. Section 64 of the Act
expressly authorises the batik tu "opien branches, agen-
cies and offices"~ and this power- bas been very extensive-
IV used. At the present time there are »6 banks in
CanaMda, and these banks have neariy 1,70o branches in
881 difierent cities and towns in Canada. Our two
largest banks have together 286 branches in Canada.

For ail practical Ilurposes of convenience to the Io-
cality each brandi is a separate bank, but instead of
being a stnail bank wîtli a lîiitedl capital it has behind
it the strength and resources of the large institution of
which it is a branch.

The branch systemn works in this \\ay\. lin une lu-
cality where there are few if any lactories or active busi-
ness carried on and where the fairilers are prosperous,
the savings of the people wîll r.xceedA the dernands for
mnoney and the deposits in the bank wiil exceed the
loans. In another locality where business is brisk and
money is ini demand the deposits will flot equal. the
loeans. The bank takes front one brandi the excess dle-
posîts and uses this ex,,cess in the branich where there is
a deftciency. This takes place wlth mnany brniethe
excess ini one making up the detieîency in another, wîth
the result that tie difierence in the rate of interest
ciarged to borruwers in diflerent parts of Canada, ex-
cept just n'ow in the Northwest, is iargeiy aceounted for
by the express charges in sending inoney frum one place
to tie other and by the loss of intert-s.t during transit.
0f"course, tic prevailing rate in a cotmmunity wbere the
borrowingÏs greatly exceed the avg will be higher
than il, a communmity wbere tht contra-y is the case,
and where a raýpid developmnent Ïi going on, such as i
oui- Northwest, the intervst ra:tes m-ill be mnaintained at
a higlier level than ebsuewheýre, but even there the facilîties
possessed by the banks, in obItaininÎlg and distrîbutîng
money by means of their b)ranlches,- and tht competition
between tient will keep ow aay ce(,ssiv rate.

THE BORROWER

A proper banking systent "shouid supply thc legiti-
mate wanits of tie borrower not mnerely under ordinary
circumstances but ilu timnes of financial stress, at least
without that curtaihucait whi'ch lcadsý to ainormal rates
of interest and to failures."1

The branch systein is altnost essential in order that
this requirement inay be plrop)erly mlet. I tan best il-
histrate titis by referring to the conditions in the UJnited
States. There the branch systern is not ini force, 1'nd
the resuit is that the excess of the people's savings in,
one community does not readily find its wvay to tht
place wýhere a deficiency exists. Banks in the East, as a
i-nie, have immense deposits, and lend largely to banks
in the Sý-oiitl and West, by rediscounting custumers'
paper and by direct loans1 but this is very'diflerent front
a batik, say in New York Or, Boston, sendiug te its
branches ini the South or West, the exceas on «haud, to
be loaned direct to customners of those branches. The
capitals and resources of most of the býi~s doing busi-

ileSs 11 the tiiuiiSdiltids o f t(ltIî and( siiall, c.ities of1 the'
I'uited States kire t ta simill itiulîxidiitl> to suppiy the
xvants uf the atctiv\e business fi ttei r coîninunities.

ue of thrée tlîings tiierefure liapîtens, and frequnentix
ail thret happenl, viz.: the batik îîtust re-discoutit the
custuniers' notes with aitotiier batik at kt distance ur the
eustoiner mutst iiioseif go t(> anther baik for suint of
his wants, or the burrtuwer inust sell Iis papeür through
a note hroker, tu whatever banks wili buiv it ;the resuit
is that a. business reqîîiring large advanees, «I ud nut able
to keep) its active account xvith une large and strunlg
bank becotnes indebted to severai banks, either because
the notes have been re-discomited or hecause the luatîs
have been matie direct 1) diflerent batiks, or hecause the
borrower's nutes bav e beeii subi tu varions banks. Cu-
trast titis wtit the lîrantit svstern whevre et ery branci,
no0 mat ter liut smnail the paelias iteijid it the re-
sources of the parent iank, andu wltere the parent bank
lias a special interest ini the custumner and a stake in thec
comînunity where the t ustumner is, and then cuitsider the
diflerent results fi tinte of stress anti distrilst. l the
one case thte chances are that the iiurruw er ha s no banik
sufficiently înterested fil hbit or stlicienitiv strong, if lu-
terested, te give further assistance. liacli batik is tuo apt
to look out for itself. The notes miature. 'l'ut batiks
holding them hatve un speciai interest it the niaker or
in hlis comnu* nînty. l)isitrusbt previls. b'aymient uf the
notes is dernanded and furtier advances utr rý discounts
are deelincd, the lentiing banks for titeir own p)rutectioîi
ittst call ot the borruwer to pay -titis liappeits witli ail
his loans ;he trnay have ample menus t o pav' ini full if
helped over the perioti of stress, lait lie cannut get lieu>),
and throughi nu fauit of lus and tiîrîugl nto tauît of hb k
bankers, but sixnply because uf the bankîîtg systeîîî, lie
bas te f ail.

SIMI'LICITY 0F SYSTEM

In the uther case contditiuîns are dtflerent, for ini Canî-
adia it is the excepîtion when a, borruwiitg active business
kecps mure than one batik accouint. ur batiks will
Imot as a mîte lend to a etîstunier who borrows froni an-
other batik and ur batiks seltbîin, if ever, rediseount
their custotners' notes. Trhe restîlt is that fi titis con-
try the borrower linds himseif inetd to une baîîk
oîtly. ie constits his batik. llecad ollice is cummumni-
cated witlt antd the case is coîîsidered oni its mierits 1) v
those who, iit the first place are able tu lieip if hellp he
decided upon, who ini the second place htave nu otiier
banks te consuit, anti who in the third place have a
very spectal iîtterest in the borrower and it the comn-
imuity where is business is being carried un, If the
case deserves bti1 i, bell) is givenx, and the borrower, flot
becauise bis case is more worthy ef help thaît that of lus
brother across the bine, but because tht banking systein
is different, is saved from ri.

That this is not a fanciful picture is showa by wbat
iappened in 1893 where stress and distrust in ail kinis
of business exis;ted in tht tjnited States and Canada. la
tint year six bitndred banks suspendtd payment în tht
United States, iuainby throtigh failure of their debtors,
and onbv two iundred and two resumned butsiness, wvlere-
als in C7anada titre was but ont suspension, that of al
smnabb bank in Manitobaý which had not been bong in
business. Its notes were promptly paid in full and its
deposîtors and creditors received one hundred cents on
the dollar.


