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the necessary fund- for an increase of general
business provided t rough an increase of their
deposits than through an increase of capital stock.
But it is necessary to bear in mind that during a
period of monetary stringency or great demand for
credit the increase of deposits is hkely to be slow.
Although this is just the time in which rapid n-
crease of deposits is most wanted, often enough
there is a decrease instead of an increase.  Also, in
a period of stringency the response of the stock-
holders to an offering of new stock is apt to be
somewhat sluggish.  These considerations serve to
indicate that the capital issues should be made some
little while before the pressing need for the use of
new funds arises.

It is sometimes argued that the issue of new
ctock is not always a satisfactory way of augment-
ing the banking resources inasmuch as a consider-
able part of the.increase in the capital account will
be effected through a reduction of the depositors’
balances. In other words the sharcholders will
take up much of the new stock through drawing
upon their deposit balances. But even so, the
banks' sbility to discount and to extend credit is
increased - to say  nothing of the increase of note
issuing rights which pertains to an increase of
capital. For when the funds are transferred to
capital account, labilities are extinguished to that
extent, and so much of cash reserve money 15 re-
leased. And it 15 to be rewembered that i the
case of every large bank a portion of the payments
for new stock would come frem foreign countries
i the form of new cash.

It 1s understcod, of course, in the financial dis-
trict that the bankers are disposed to move cau-
tiously in the matter of increasing capital stock.
For one thing they cannot view without extreme
dislike the possibility of their -not being able to
maintain through gowd years and bad such divi-
dend rates as are set.  Indeed it would be some-
thing of a shock to the credit of an important Can-
adian bank if it were obliged to reduce its dividend.
Such a thing has not happened for years. And
the bankers consider that one of the most effective
ways of ensuring the stability of dividend rates
i1s through keeping the growth of the capital
account jealously under control.  Again, it is prob-
able that in some bank parlors the opinion prevails
that there will be, sooner or later, a set-back to our
trade as a result of the speculation and expansion
now n evidence.  And they may think it advisable
to defer capital increases for the present.

However, there are other considerations which
can be set against these. First and foremost there
is the matter of banking politics. The Bank Act
will be renewed next year. It will be in the best
interests of the banks if they manage to handle
the extra business of the coming fall in such man-

ner as to obviate an acute stringency Also, apart
from the renewal of the Bank Act, there 15 bouid
to be a considerable amount of well founded ent-
icism or complaint 1f the increase of the capacity
of the banks lags behind the mcrease of general
businsss. And such cnticism and complamt may
well have an influence on the legislation affecting
banking. So, for these and other reasons, owall
perhaps appear to the bankers that it will be wise
and pelitic on their part 5 take a httle nsk m
connection with their dividends for the sake of
placing themselves in  position to - care well and
efficiently for the prospective growth of (Canada's
husin(‘»s' through substantially ncreasmg therr
paid-up capital. Latterly, thers has been a great
increase in the liahilities as ¢ ympared with the cap-
ital.  Four years ago the lLiabilities of the banks
were 4'2 times the funds of the proprietors capital
and rest. Now they are 023 tunes the capital and

rest.  The banking edifice will be strengthened
the capital bas2 1s broadened. Anid even f that
policy should result in fewer dividend mcreases for
two or three years it is almost certam that 1t would
conduce in other ways to the benefit of bank stock-
holders.
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THE MAY BANK STATEMENT.

The following are the leading figures of the May
bank statement, in comparison with those of April:

May, 1911, April, 011

i JOM . ooienne 35 3 CaR .8 HI,Hl'n'l.Zlﬂ. ... $ B1,64T,088
C‘mu}'“m:: d deposits.. ... 298,784,206 281,964,369
Canadian notice deposits 562,209,145 . . .’»55.“??.?.{0
Foreign deposits...... 69,442,818, ... 69,08 ? .:ﬁlll
Canadian call loans ... . 57.109,*{5:!. s .’»"l.ﬂ.' ,690
Canadian currant loans. ........ TOB,095,677... .. 711,035,11,51!
Foreign call loans. ... ...oooee #8,745,080. . ... 84,535,658
Foreign current loans............ 33918304, ... 43,783,963

This may be fairly de swribed as a normal May
statement.  There is generally 1o that month a
tendency towards decreased circulation and a e
in the deposits. It seems likely that the advance m
foreign call loans 1s due to the temporary employ-
ment of the proceeds of recent flotations m London,
in that market and in New York, pending their
transfer here. Balances duve from banks mn the
United Kingdom are up to $25,000,012 agamst
$17,360,508 i April, and it may be that the reduc-
tion in Canadian current loans 1s also a result of
recent London flotations, these having enabled
temporary loans to be paid off

Our usual statistical analysis and abstract of the
bank return will appear in next week's 1ssue
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AMERICAN BANK IN Paris. A bankmg venture
in Paris, under the direction ot American financial
interests, 1s about to be tried  Goldman, Sachs X
Co., in conjunction with Leman Brothers, Kleim-
wort, Sons & Co., ol L.ondon, and Henrt Hoe h-
staedter, of Paris, |»|.m to establish a private hank
ing house in Pans, under the title of Henri Hoech
staedter & Cie. The firm will have a captal of
5,000,000 francs, and  will  commence  husiness
August 1. [ts primacy object will be to facifitate
the placing of American securiies at the French
capital.
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