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THE LAWS OF CREDIT AS APPLICABLE TO
THE BANKER.—Continued.

HE banker, in Canada a3 in England, not only dis.

counts bills drawn by tho merchant or manufac,

turer on his customer, but makes temporary Joans to
enablo tho former to carry on his business,

There are difforent modes ju which this §s done.

In Scotland and In some parts of the North of Eng.
tand, there {3 & system of cash credlts, by which, on
tho amount of a loan Leing fxed, and the requited
security given, tho loan is allowed to form part of aud
tobo included in the cust 's current account. Tho
customer’s cheques are lionoured {o the nmount of the
crudit, over and above any sums lio may havo depos-
ited,—in fact, the account Is allowed to be overdrawn
to that extent. This term ¢ overdrawn,” howover, is
never applied to such accounts inlocalitios where loans
aro effected by this means, excopt when cheques are
} ed to an t beyond the eredit. Then the
acoount is calicd overdrawn.

‘The custom of the Bankz in Londoun is entirely dif
forent.

The party to whom aloan is granted, makesa pro-
missory note for the amount, and cither obtains an
endorser or Joiut promissor, or gives security on pro.
perty, reat or porsonal  This note is then discounted
and the proceeds placed to his credit.

WVith fow exceptions thiz custom prevails umversals
Iy in Canada.

A porson in the produce trade, desiringntoan for the
purpose of buylug a stock of grain, arranges with the
banker for an advance, offering security in the shape
of an endorser or otherwise, If the advance is agreed
on, promissory notes of the berrower are discounted
and the proceeds placed to his credit, as is done in
London.

In transactions of this kind, {and our staple exports
~—produce and lumber—are a!l moved to market by
means of such advances) tho banker has to consider
tirst tho solvency and reiabloness of the person prim-
arily responsible. Tho transactions are gencrally
heavy, the loan Leing sometimes for amounts far be-
yond the wholo means of the applicant. It is there-
foro of tho first consequente to know that he is clear of
debt, clse the banker's money may be applied to pay-
wmg off other labilities  1ie must also be, without
question, engaged in the trade, so that tho banker may
have confidence that tho proceeds of the loan will
really be expended in tho purchiase of a marketable
commodity—say wheat, or lumber—and not applied
to build a bouse or buy a farm, or pay for a ship For
f tho baunker can bo certain that his moncy will be
uszed for the purchase of wheat, tlour, ar other mer-
chandise, including ships when the sanie are built for
sato—and that his customer is honest—all the risk he
runs is in the fluctuation of the market during the timo
the loan runs., Tho banker, in such cases, reasons
thus:~my customer wants fifty thousand dollars; I
xnow hie i3 worth only ten, and that his endorser is
worth only ten wmoro; but { am sure he will put my
money into merchandise, anid am suro he will devoto
tho proceeds of tho sale—whatever they may be—to
repay the advance, The risk, therefore, is simply that
of o fluctuating market. If it fulls twenty per cent,
my customer will lose all he is worths if it fall, forty
per cent, hisendorser will lose all ke fsworthtoo. My
debt will be good even if things are as bad as thiz, and
worso they cannot be, unlessunder very extraordinary
circumstances. ‘Fen to oue, however, the fall—if mar.
kets do fall—will be less than half of cither of these

amounts.

Tu considering the sccurity of endorsers, it is all-im.
portant to be sure of their bonk fAdes. Mauny & man
can stand a loss on hisowa account with cheerfulness,
who would be terribly tempted to evade tho debt, if
it wero contracted on account of another. Experience
has proved that men with a fair reputation for honesty
tavo repeatedly resorted to shifts and sompromises, if
nottodownright dishonesty, in order toovade payment
of debts contracted by endorsomaent. Thero has been
2 low tono of morality current in this country with
regard to obligations of this sort. Persons have not
cousidered that in endorsing & noto they have entored
into this engagemont, viz:—If the promissor does not
pay, Twill. Thoy have boen too much in tho habit of
considering the endorsemont & mere form, and of look-
ing upon it as & very great hardship, and, indeed, of
dowotight injustice, if thoy were called on to fulfil the
eogsgement. And, as persons consider thomselves
Jsustfied {n resorting to almost any mesus to defeat an
usjust claim, endorsers bave felt no scruple in making
away with property, executing frauduleut preferencos,
aud swearing false oaths, in order to defeat the claim

of a creditor holding them under such an obligation.
That this course Is scandalous and unwarrantable, and
that tho view on which it is founded is unreasonablo
and unjust, we do not need to point out to auy man of
sense, Tho endorser guarantees paymont, and is as
much boumd ag the original party; tho debt, in fact,
lies upon bt as much, and to the samo extent, after
default ismado, as upon tho other.

It would Lo well if bankers, on taking the security of
cndorsers, sometimes reminded them of the naturo of
tho obligation.

A banker will do well to consider whether thero Is
any business connection between the endorserand the
promissor, 20 a3 to make them virtually partners.

1o will also consider on what ground thio endorse.
ment Jias been given: whether for a money considera.
tion, or as an act of friendship, or becauso of an obli.
gation to return for similar favours. In each of theso
cases, tho valuo of an ondorser's gnaranteo depends
largely on the total umount for which he has become
responsible, not only for the party offering the note,
but for all who have been similarly favourcd. Many a
man in conshleration of 2} per cent, willendorse paper
for five times ag much ns ho i3 worth,  Others are so
good natured that they can refuse nobody that asks
them, and get involved in tho business of half tho peo-
plo ju the town thoy live fn. dlen of this class aro
specially Hable to bo called on when enterprises for the
““good of tho locality’* are in progress, and money
requires to be raised to carry them on. Tho penalty
for refusing is to lose caste with thecircle who manage
tho town aftiirs, heuce they not unfrequently become
liable for enormous sums, which thoy could no more
pay than they could clear off tho debt of the Province.
Thera is nothing that a banker requires to be more
careful about than relying on tho secutity of a man
who makes too free with his name.

It is iinpossible to judge of the value of the guaran-
teo unless the banker is made acquainted, at all times,
with every other endorsement that the party has given.
This, it {s ovident, is practically impossible,

As to endorsements in return for a similar obliga-
tion, they amount practically to the endorsement of
one partucr for another. nlcss the promises and
cundorsements bear ouly a small proportion to the total
business of each, thoe partics aro _so involved in ono
another’s affairs that the finlure of the ono almost cer-
tainly brings down tho other, Tho paper, in fact,
would bo nearly as safe if it only bore ona nawme.

The wholo systein of cndomlnlz. a8 it has been prac.
tised for many years back, is, with few exceptions, so
loose and unsound a3 to bo practically worthless.
Many banks have found out this by bitter experiences
hience, untess endorsers can show satisfactory reasons
for coming under tho obligmtion, and can demnonstrate
their abilﬁy to fultll it, If neccswary, they are very
chary of risking their mouey on so wucertain a se-
curity.

Of late years it has becomomore common for endor-
sers to take security, in which caso their guarantee ac.
quires a valuo which no otlier circumstance could
have given it.

Advances to purchaso or manufacture lumber, are
madeo either by discounting notes cadorsed by the
houso to whom the lumber is to be cousigned, or by
discounting drafts upoa them, such drafts being
authorized by letter of crodit. In this caso both pare
tics have an {nterest in the business,—an interest, how-
ever, which i3 clearly definable, and does not amount
to a partnership. . .

Such engagements are not liable to the objections
which attach’ to some of thie endorsements tormerly
named, for the endorser (or acceptor as it may be)
generally takes security in tho ghapo of a licu on tho
timbor. ~ All that the Uanker has to do in such cases is
to satisfy himsolf of the responsibility of the parties.

In some cases, & banker may be asked to make ads
vances oh the promissory notes of a customer without
collaterals in any shape.” Suchloans may bo thesafest
in the banker's bLooks, for there aro “firms whose
strength is ample for any engagemonts they would
euter into under any circurnstances. In such cases,
however, the matter should be clear boyond question,
Ifthero is & doubt, the bauker should take tho benefit
of it himeelf, and not give it to his customer.

Notes of the deseription we have now mentioned are
not to bo stigmatized as ‘“accommodation.” This
adious name properly belongs to such, and to such
only, as havo not a foundation in commercial business,

If a man wants to ‘¢ raiso the wind”’ to pay a dun.
ning creditor, or to sgeculate inshares, or to buy land,
or for any purpose which will not put him in funds to
meet the engagoment,—a note so given is accommo-
dation, no matter who draws the monoy. But if the
noto represents an advance to a person who is bu UF
wheat, pork, or lumber, or any commodity whick
would meet with instant salo iu the market, and is
discounted expressly and in ;ood faith tor that pur.
pose,—such & mote is not *“accommodation,” “but

“* business.”

Tho Judges of the Upper Canads Court of Queen’s
Bench, however, have lately mado s distinetion be-
tween notes in which the tcce&mr draws the mouoy,
and others ju which the funds are pud to the en.
dotser,—reckoning the latter & lo;ptimato transaction,
and tho formor “accommodation.”

This.distinction is not to the point. It is tho objoct
of tho discount that determines tho clhiaracter of the
transaction. The real poiat of diffierence in the case
is uot who draws the money, but how it ie spent.

THE NORTH WEST TERRBRITORY,

N varfous ways tho greatquestion of tho oponing up

of the North-West territory hascomebeforg the pubi.

{ir of lato, and we think it opportune to notice tho mat-
terat length, Theroare comparatively few topics which
can bo discussed by tho people of Canada of greater
interest to them than this one, on which so much lias
beon safd and written, and apparently to so littlo pur-
pose, that at longth the mere mention of the subjeet
becamo a downright weariness,  Canadians have
rightly placed o high estimato on the North-Wost tor-
ritory. To them it has been a promised land, rich in
agricnltural aud mineral wealth; but it seemed oncon
the possession of whiv  .ney were hardly destined to
enter., All sorts of dulicultics stood in the way: the
torritory was romote—Dburied in thy heart of a conti-
nent—reported to be almost in teeessible—r howling
wilderness, fit abode only for reckless voyageurs, fur
huntors and savages—and a wealthy and powerfil
corporation, with a great old charter, so complotely
shut it up, that to outsidery it appeared a3 dismal anad
full of terrors as ever was thut famous Doubting Castle
under the occupancy of the old, grim, stony-heartod
Giant Despair,  Itis remarkable that, whilo tho poople
of Canada wero thus hoping that the domain of the
North-West would onoe day be added to thoirs, and
that its commerce would increasze their riches, the
American people were entertaining precisely similar
vicews, and had taken prompt aclivn to carry them
out, They were not disposed to let the prize Lo car-
ricd off by Canada, aud as eariy a3 twonty-ono years
ago opentod up communication with the Red River
people. Since then the volume of commerce botween
tho settlement and St. Paul has beon annually on the
fucrease, until at length the exports from British ter-
ritory, which tind their way to the States, amount to
moro than 1,000,000,

Notwithstanding tho great fmpurtance ot this quos.
tion, it is one concerning which too little is generally
known in the Peovince. 1t is proposed to annex this
territory to Canada, andasa matter of courso opcun upa
road thitlieron British soil. But as to the real value of
tho country thus to Le incorporated~as to the terms
which Canada ought to make with the Hudson Bay
Compauy for transferring its rights thereto—whatover
these may be—as to the difficulties in the way of opon.
ing up the route and its probable cost—and tho imme-.
diato advantages to be derived by Canada from such
opening up~—~these arc matters of wineh but littlo is
known; and it will bo our view in tho present serics
of papers to throw what light we cun on this Import.
aut topic. In view of tho statements made at tue
recent meeting of the London Court of Directors, and
of the patent policy of tho Company, to drive the
hardest bargain possiblo for their land, it is probable
that little will be dono in thoe way of a final adjast-
ment of their claims and oponing out of the territory
beforo another year. Butin the meantime prolimin.
ary negotiations are likely to boentered into—tliesub-
jeet will probably come up in parliament—and as
somethiug will be donein the matter before very long
a sketch on tho subject of the Company's possessions
will be well-timed now.

They say themsolves—aud our information leads us
to bellove they have notatall exaggerated theo matter—
that the ** territory embraces an estimated arca of more
than 1,400,000 square miles, or 195,000,000 of acres, of
which a large arca ov the southern fronticr is well
adapted for European civilization. Tho soil of this
portion of the territory s fertile, producing in
abundance wheat and other corcal crops, and is
capablo of sustaining a numerous population. It
contains 1,400 miles of navigable lakes and rivers,
running for the groater part cast and west, which
constitute an important feature in plans for cstab-
lishing the of nication betweon the
Atlantic and FPacitic oceans, across the continent of
British North Amcrica, as well as for immediate settle-
ment in thoe intorveniug country. Tho territory is,
moreover, richin minesal wealtl, including coal, load,
and iron.” Through this territory stretchos & great
fertile Lelt of 40,000,000 of acres of the richest soil—(as
tino land, if not finor, than tho best wheat-growing
scctions on tho entire continent),—tho westerly limit
of which is tho Rocky 3ouutsing, where we como to
the auriferous region. It is now well known that gold
basbeen found in paying quantities on tho eastern
slope of tho mountains, and extending along the
North Saskatchewan to Edmonton. DBetween this
postand the mountains miners hiavo beon at work for
tho past threo years—each year wo hiear of bettor re-
turns—and wo are convinced that gold mining is but
in its infancy in that quarter,




