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CANADJAN BANKING PRACTICE.

By M!. M. P. Eckardt.

XVIII.
When Credit Is Good.

But if his credit is good, and his financial position
satisfactory, the owner can easîIly make arrangements
with the banik wbereby it takes the notes fromn hirn as
collaterar and bends bim a certain percen tage of their
total.

Tbh()jI a considerable proportion of tbe coîbateral
notes taken by the bainks are inferior in qualîty to, the
regular discounited bsit does flot follow that any
particular colateral note or notes îs inferior as qinch to
discounted paper. It may bappen that a customei hplds
a note bearing the miost excellent naies, and that lie
wishes to borrow only a part of tbe amouint for w,,hicb
it is drawn. Theb sinipbest way is for hum to, lodge the
note as collateral to bis own note for sucb a suin as he
wvisbes to use.

Deflultion of Colatral Notes.
The younger banký officers are somectimes puzzled

as to the exact status of the coblateral notes. It is easy
te, understand that the collections are the property of the
people for whose account tbey are held, and that tbe
'discounts bebong to the bank. But the collaterals have
sorne of the properties of both the others.

Perhapa the best way te ecplain their status is to
liken thezn to a f ar or other property on which a mort-
zaee lias bren nI<pLA nrnnprtv 1thqt hýý lIwn mnrt-

they may corne as a- deposit of additional security against
a loan or boans already made.

Wben the batik takes coibaterals' it mnust exercise
care, as it does in takirïg bis for.discount, to see that
they are properly drawn, filled, signed and endorsed.
There is the saine necessity for establishing the authen-
tîcity of the signatures. And there are one or twvo-
thîigs required that are flot.required in the case of the
others. When a bibl is discounted the banik buys the
bill; the cheque it takes for the proceeds provides it with
ail the receipt itineeds, as that enables it to prove that
it hobds the bill for value given by it. Witb collaterals
the case is different.

Drawing Up the Hypothecation.
They are bodged as security for bis discounted or

to be discounted. In order that it be invested with a
secure titie to thein it requires that they bc hypothecated,
or assigned, to, it. Each baril hias its solicitors drawv
up a forin of hypothecation or assiganent that will,
m-hen signed b ' the rightf ul party, transfer to the bank
the titie to the notes and the property in any liens they
rnay carry. This form of hypothecation is printed at the
head of a sheet whereon are bbank bines and spaces for'
entering the particulars of the bills lodged.

Every bil! lodged imust be described in a mariner to
permnit its being identified-the narne of the promissor
or promnissors, the due date, and the amount being
essential in eacb case. The bists of notes are called col-
lateral lists.

AI that bias to be done at the moment the notes are
lodged is to bave thern properly bypothecated to the
bank. It may he necessary also to calcubate at once the
proceeds of a bill discounted against themn, but wben the'
coblaterals are duly hypotbecated they Cati, if necessary,
be placed in a clip and put through at leisure later in
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