
October i8, 1907. THE CHRONICLE 1.159

She Chronicle However, there will not lie many Canadians will
ing to accept the theory that the Dominion is about 
to undergo a reaction or set-back important enough 
to lessen materially the steady or fixed demand 
for banking credits. Hy far the great majority 
lean to the opinion that the progress of our in
dustries. our fiopulation, and trade generally can
not but be upwards ; that the country has really 
overtaken its supply of banking facilities; and 
that it behoves the bankers to enlarge their ca|Mo
itiés for discounting as s|x-vdily as may lx*. If 
this view is correct, the banks that boldly enlarge 
their capitals, and stand ready to carry all the 
sound legitimate business their customers offer 
them, will lx- in the best position to profit through 
the country’s development. Tnc social reasons 
why Canada may ex[x?ct to csca[ie an important 
set-back, even if other countries do experience si 111c- 
thing of the kind, have often lx.cn mentioned. 
The most important of them are: the immigration 
movement and the extensive railroad and other 
construction projects down for the next few years. 
Evidently some of the important banks are accord
ing full consideration to these tilings, 
banks, which not many years ago ranked in the 
medium class of institutions, have just this year 
got authority from their stockholders to increase 
their capitals from four and five millions up to 
ten millions each. And these are not weak or 
mushroom institutions, but all of them old, strong 
and reliable, .with enviable records for gixid man
agement and profit earning.

(Juite probably all their new authorized capital 
will not lie issued immediately. They, as well as 
others which may increase capital, may wish to 
give their existing stockholders the opjxirtunity to 
take all the new stock they put out. And so the 

would have to be in moderate amounts, with 
reasonable intervals between.

But one of the three banks referred to has 
already set an example of going abroad for its 
capital. Some years ago it had an opportunity to 
sell to American rich men a block of stock at a 
price very much above the current market quota- 

What the Royal Bank did then could, no 
doubt, tic done again by banks with g<xid records 
behind them. Perhaps it would not tie |xissible to 
secure so fancy a price as it secured from the Am
ericans—now esjiecially while the world's money 
markets arc strained but issues could lie arranged, 
in all probability, on favourable terms. "1 lie Bank 
Act does not stand in the way. 
first offered to the old shareholders and not taken 
by them, or if they formally renounce their pri
vilege, in special instances, of having all new 
stock issues offered to them, there would apparent
ly he nothing to prevent issues of st< rk to for-
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SHOULD THE BANKS LOOK ABROAD FOB 
CAPITAL!

The sudden falling off, almost stoppage in the 
banking capital increases during 1907 is quite 
remarkable. Since the beginning of the year paid- 
up capital has increased less than $150,000. 
Allowing for the $1,000,000 reduction effected by 
tin Si vereign Bank the total increase shown by 
the others is but $1,150,01x1. For the same eight 
months of 1906 the increase was $7,699,400 ; in 
1905 it was $2961,508. Now, when the need for 
more capital is apparently most pressing, new sup
plies seem to be almost cut off.

Not long ago a prominent Montreal financier, 
who is also a bank director, explained that the 
banks were having difficulty in getting their new 
issues ol stick taken up by shareholders, owing to 
I lie prevalent scarcity of money. There has Ixen 
.1 steady increase in paid-up capital going on for 
a number of years. Some seventeen odd millions 
have been issued in 3 % years, a good deal of it 
at a high premium. And, no doubt, quite a num
ber of stockholders have pretty well exhausted the 
supply of funds they had available for that pur- 
|x>se But, even if this source cannot lor the time issues 
be tap|>ed so frtely as in tlie past, there is another 
source available. Of course, if the bankers think 
the present shortage in the supply of credits is only 
tcnqiorary, and that if they only wait a little 
while, the pi.xli will pass, and bank funds prove 
fully equal to the borrowing demand, they would 
be unwise to move too hastily in making large lions, 
capital increases. The questions they have to 
settle arc these. Is this year's stringency merely 
a temporary squeeze due to a special period of 
speculation and business activity which has not 
the element ol jermanency ? Or did it hap|x-n 
liecause Canada has outgrown her banking facili
ties? If it turn out that the first question should 
be answered in tlie affirmative then the banks would 
perhaps be putting themselves in a doubtful posi
tion, as regards maintaining their present dividend 
rates in lean years, by making large capital in
creases that were unnecessary.
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If the stock is


