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THE GROWTH OF THE

The returns of the banks' circulation made in the
newly-published bank statement for August show Dy
practical example the absolute necessity  for the
Pank  Act tor
The expansion made by

arrangements made under the new
additional circulation,
culation during the monta forms the most notable
feature of the August return.
active banks reached during the month a maxmum
of $100,420805, and at August 31, stood at 103,
=Ro834.  The following table shows the August cir
culation of the individual banks in detail, and also
the amount of their ordinary issue authorised at the
end of the month:

The circulation of th

STATEMENT OF THE BANKS' AvUstT CIRCUTATION

Ordinary

Issue Maximum
authorized Issue Issue
August 31. | in August.  August il

Montreal $16,000,000  $£15,6561,601

Quebec 2,712,150 2,664,907

Nova Scotia . 5,661,024

British® . . .

Toronto 5,000,000

Molsons . 4 4,000,000 3,929,620 )
Nationale . . . 2,000,000 1,968,200 1,944 160
Merchants . 6,784,700 6,313.311 6,1
Provinciale . 1,000,000 973,663

Union 5,000,000 4,9%0,109

Commerce . . 15,000,000

Bobal . « <« v0 0 11,560,000

Dominion . . . . . . 5,083,442

Hamilton . 3,000,000

Standard . . . .

Hochelaga 3,468,107

Ottawa . . . . . 3,822,650

Imperial . i ¥ 7.038,212
Metropolitan . . . 1,000,000 979,667

Home A0 B 1,939,330 1,814,200

Northern Crown . 2,251,100

Sterling . 1,092,995

Vancouver . . ‘ NGK, 60T 596,400 H64.842
Weyburn . . . . . : 316,100 214,995 208,035

Total .

* The old Bank Act provided that the Bank of British
North America may lssue its notes up to 756 per cent. of
its  pald-up capital without special security and up
to its pald-up capital at any time in the year by
positing cash or Dominfon government bonds in the Cana
dian treasury equal to the excess over 76 per cent. At the
time when the bank’s extra issue is authorized it may issue
a further excess equal to 10 per cent. of its combined capi
tal and rest. Under the new Act the deposit in the tren
sury is changed to deposit in the central gold reserve The
other provisions affecting this Bank's note issue are as beé
fore with the addition of the central gold reserve arran::
ments which it shares in common with the other banks

ADVANCE IN Maximum CIRCULATION.

The present Aungust maximum of  $100,426805
compares with an August maximum in 1912 of S104,
370,157, an increase of over $3,000000 while the
end of the month issue of $105,780,834 comparcs
with $101,472,315, an increase of $4,300,000. The
amount of the paid-up capital of the banks was at
August 31, 1912, $111,008525 and at August 31,
1913, $113818,251, an increase of  $2,700,000
So that the difference between the maximum
circulation of August, 1913, and that of August,
1912, is nearly double the increase of the
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BANKS' CIRCULATION.

banks' which  the
tion is based, in the same period.
end of August last  year
circulation, at the end of

capital, on ordinary  circula
Whereas at tae
there was a margin of
$£0,000,000 of ordinary
August, 1913, this margin had been reduced 1o just
over $8.000,000. This margin is, in fact, largely
pominal, for it is well understood that in the case of
banks with a

branches, it is an absolute necessity to have @ con

large number of  widely-scattered
sderable margin for the sake of safety, and n will
be noted from the statement above that a number of
the banks were during the month not far off the Tt
of their authorised ordinary cirenlation.  This failure
of the banks' capitals to expand in the same ratio as
the circnlation of notes which are hased upon them is
due to circumstances that are readily understood
The banks are naturally conservadve in the matter
of increases in their capital owing to their desire not
to jeopardise their existing rates of dividend - pomt
of view which is not nearly o narrow as 1t looks at
first sight owing to the likelihood that  because a
Canadian bank has not reduced its rate of dividend
for many years, any action of that kind now taken,
even for excellent reasons, would produce an effect
unfavourable to the bank and possibly to the Can
adian banking system as a whole, altogether out of
proportion to the originating cause Morcover, in
these days bank stocks, owing to the double liabihty

upon them and the yet comparatively modest (though

( larger than several years ago) returns from them

cannot be considered to have any very great attrac
tion to the investor.  Thus the demards of the coun-
circulation progress much

available through

try for increasing  note
faster than the increased supply
this source,

Ereeer or Eariieg Cror MOvEMENT.

The increase in the August circulation over that
of July was over $6,600,000, an advance of practically
a million over the August, 1912, increase over July,
1912, This larger advance is probably to be account-
ed for by the fact that the movement of the western
crops is much earlier than it was last year. With
the crop movement in full swing during the last week
or two it is to be expected that a great increase in

| the banks' circulation will be shown in the September

statement,  As at September 1, the banks would be
able to issue the excess circulation up to 15 per cent.
of their combined capital and reserve. This would
give them about 30 millions additional  circulation
for purposes of crop-moving, apart  from any use
which might be made of the new Central Gold Re-
serve for the purpose of increasing circulation. In
regard to the excess harvestmoving circulation, it is
to be remembered that several of the hanks do not
take advantage of this circulation but keep within
the limits of the ordinary circulation a- a matter of
policy, their contention being that the excess issue
being subject to tax, does not pay.




