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BANKING PROFITS IN CANADA.

In presenting to-day, the first article of its
customary statistical series, analyzing the Can-
adian banking results of the year, The Chronicle
has again to note a decrease in the number of
banks reporting. This year, the Bank of British
North America, now merged in the Bank of Mont-
real, and the Northern Crown, which was ab-
sorbed by the Royal, drop out. The Provinciale
has changed the date of its annual meeting to
April. and its next report will cover a period of
cighteen months. The Hamilton and Weyburn
reports are not available at the time of writing.

The substantial increase in the total net pro-
fits reported by the banks for 1918 over those of
1917 were to be expected in view of the imniensely
large increases in their resources as a result of
Government expenditures and borrowings, It
will be noted, however, that the average earning
power of the banks’ total reserves, the decline of
which earning power has been so marked a fea-
ture of Canadian banking history during recent
vears, continues on the decrease. Several causes
contribute to this decline. It is well known that
the banks’ services to the public have been extend-
ed in many directions during recent years, while
for much of the war service to the Government,
and quasi-war service rendered in the last year or
two, they have received only a very moderate re-
muneration. Furthermore, the war tax on cir-
culation, which has been in force since 1915. has
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made serious inroads on profits, general expenses
have very largely increased, and the lessening of
the number of banks has not increased the inten-
sity of the competition for business between them,
In fact, competition in this connection is probably
keener at the present time than at any preceding
period. When these factors are borne in mind,
it will be found not surprising that the net profits
of all the banks last year are not greatly in ex-
cess of what they were in 1913, although the
banks’ resources in 1918 were, of course, vastly
larger than those of five years ago.

Thus it appears that the recent increases in
banking dividends, have been due less to increase
in earning power, on a given amount of assets.
than to the large increase in resources while bank-
ing capitals have remained more or less stationary
for several years. While, in the last two or three
years, the banks’ earnings upon their capitals only
and capitals and rests combined show considerable
increase, it is to be expected that any marked
movement for the increase of the banks’ capitals,
and such a movement appears to be now under
way,would result in a restriction of this increase in
earning power on capital and capital and rest. Like
the rest of the community, the banks are at pres-
ent considerably exercised in regard to the out-
look for taxation. They, with the insurance, and
trust and loan companies, had to pay up direct
special war taxation considerably earlier than any

(Continued on page 309)




