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Rural Banking Credits
The functions and obligations of the Chartered Banks

By VERE BROWN. Supenntendent of Central Western Branches. The Canadian Bank of Commerce
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Uurmg the |>ast few years a widespread mis 
' 'inception bat arisen in the West as to the 
nature of the obligations of the banks toward the 
agricultural community and also as to how these 
obligations hare been fulfilled. Complaints by in 
diridnal farmers of inability to obtain credit to 
which in n few cases they were entitled but in most 
eases they were not, have been seised upon by the 
press as a basis for severe criticism of the banks as 
a whole. ■ 80 much is this the case that the general 
public has come to believe that the banks eater 
only for commercial business and are aot organised 
to provide for the credit requirements of agriculture.

1 therefore wish to avail myself of the opportunity 
afforded me by the Editor of The Uuide to inform 
the farming community that the baaks are carrying 
loans to farmers and rancheqe in the three prairie 
proviaees estimated is ll»13 at $73,000.000. As the 
total number of farmers in these provinces la prob­
ably not ever 130,000, It will readily be seen that 
these figures reflect a liberal policy of lending. 
And let me add that the aggregate amenai Issued 
to farmers at any given moment in always limited 
only by the amount of acceptable farmers' business 
which may be offering. •

Moreover, I wish to cay, without nay recurvation 
or qualification, that there is no business viewed 
with greater favor by the banka in every part of 
Canada than that of credits with farmers "of a good 
type. If this were net true, what would be the 
explanation for the hun­
dreds of branch banks at ----------------- ----------------
points in the west at which 
practically the only bust 
a osa to be had la that of 
farmers f *

There to not now--nor | y tÇ ? ■ V< 
tea there ever been except 
during rare occasions of 
worldwide money stria 
geacy—any shortage of 
rural credit in Canada. Too 
each credit, and particular 
ly too much of the wrong 
kind of credit, le what the 
western farmers have sef 
fared from during the long 
ported of agricultural pros 
parity prior to lilt

The ownership of the 
feeds administered by the 
chartered banks Is, la round 

1 for ell Canada, as

• rommiMlatiob, to establish the merits of their claims 
to credit, ou the score of a record of integrity, in 
dustry, intelhgeiiee, thrift, progressives ess, coupled 
with evidence of ability to repay. No man has s 

, right to borrow from u bank merely because he 
needs money even for a legitimate purpose. The 
burden must always rest on the applicant for credit 
to I ret establish his claim thereto: and if his claim 
should be a really good one, the circumstances’ 
would indeed be extraordinary if hie record did not 
suffice to make the fact char. This is a considera­
tion which is often lost eight of by farmers who 
complain of their inability to obtaitf bank credit.

A loan to a farmer who can be relied on to use it 
to improve hie position, is a contribution to the 
general welfare On the other hand, credit extended 
to an incompetent and indolent farmer who is doomed 
to go broke, Uvolvee an economic lose to the coun­
try even though the bank should succeed in getting 
repaid. It is therefore the positive duty of a beak 
to avoid knowingly extending credit to a farmer 
who will aot use credit advantageously, no matter 
what security he could offer.

Credits to drain Growers
The question, however, of first importance to 

farmers is: What does constitute a basic for credit 
to them! What considerations determine wt- 
a farmer ran get credit from a bank, and the 
amount t
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earn *t-f « good farmer a crop fall are.
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rh pooiitau should he seek that with a 
_ crop ihs rotures therefrom would be oaf 
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Take a rear rote example John Btelth. a grata 
farm*, at the begiaaieg o| a arasas shews »met. 
ami llablllll*s ee fallow. —

aanao
........................................ f dlo
....... .......................... «*>

Quirk aaacla .......................................................870
Seed Grain ......................................    l«o

lemente .......................      800
............................................ 3,000

Work horece ............................................................ 900
ÏÇfïÔ

UAUlUTlXa —
Owing to bank ......... ...................................... .. .$ 600
Mortgage interact ..a..........  80
Implement autre due .....................    110

Kluatiag debte .......................................... 76Ù
Implement notes out yet due............................ $00
Mortgage ..................................................................  1,000

Durplua..........................*..... 1,710
$s;no

It will be observed that Le baa vouiigh quick asset» 
with which to clean up hie floating debts; that hie 
mortgage ladebtedaeee is moderate; aad that his 
huraee and equipment are nearly all |-aid for.

Amumiag him to be reputed a good worker, cal 
tivatiag hie land well aad eajoyiag the confidence of 
hie seighbors, ia Manitoba aad Alberta he would 
have ao difficulty in getting from a bank the credit 
accessary for a now season’s operations, say $606 w 
$700. <1 omit reference to Saskatchewan for roe
nous which I .will explain later.)

Then should he have a bad 
crop failusr. he would he 
owing the bank $600 or 
$700 which it eowtd not 
collect promptly without 
potting its customer out 
of b salaces, aad ia actual 
experience this is a att­
entive which has occur­
red ia tbowaoads of rasas 
during the peal few years 
lo suck circumstances what 
should the book del What 
it must do as a matter af 
commua cease and good 
bteiUSte, if M to satisfied 
that the debtor is • type 
of mao who will eveeleally 
succeed, is to lake warily 
for the old debt, aad stake 
him foe another crop. It cam 
legally lake severity far 
the old debt 14f mo* 
land the new mewey with 
eut security because the 
Bank Act will B* permit 
a beak to make new lea as 
again#! mortgage warily 

Happaee, however, that

crop failure; that the beak 
I tea diet ever a that Ha tee 
fide ace la its eternal has 
been misplaced, the pew 
récolta of the farm having 
been doe partly to po* 
methods, that the borrow* 
tehee ref ego behind the ax 
empties laws, refoeee to 

give wanly f* the later louse, aad treaafwo hie 
load to hie wife The hash would simply have to 
fuss a sharp leas, a. has happened la ao end of caw 

Take another case Thomas Joe*’ Metomool el 
the begin a tag af Ike season ia as follows -
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