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J BANK CAPITAL IN RELATION TO DEPOSITS J
G REAT expansion in~ banklng business during the past few

years has not been accomipanied by a corresponding
inerease in the paid-up capital or ini the capital funds, which
include reserves and undivided profits lis well, Thiese fundu
are the margin of aecurity providedj by the sharebolders, and
are in Canada supplemnented by the double liability provision.
l3anking business is, therefore, now being cenducted on a
relatiVely smaller margin of shareholders' assets, a greater
volume of business being swung by each dollar of capital
funds. III August, 1914, the paid-up capital and surplus of
the Canadian banks totalled about $226,000,000, and the de-
posits were $1,094,000,000, the ratio of the former te the
latter being 20.8 per cent. The bank statement for August
last shows the combined capital and surplus te be $256,-
705,000, and the deposits were $2,259,000,000, a ratio of only
11.4 per cent. These deposits do flot include the balances
owlng te the Dominion and provincial goverraments. W'hen
theme are considered as deposits the ratio is redured te 10.5
per cent.

The provision of an ample margin of securit>, in thte
formi cf capital funda is essential te sound bankling- Se-vral
of the banks have during the past two years recognized thle
necesslty for catching up te the changed conditions by issquing
new stock. As the above figures show, however, there is
st111 a need for more capital in thte bankilig business, andj
the llnancial returns are sucb as te make new issues attrac-
tive and easily marketed. It must be kept in mind, hwvr
that the present level of depesits wili probably net be main-
talned, and te attempt te bring the ratio cf capital fundus
te depesits up te the old figure is net necessary.

The decline in this ratio is, cf course, net Peculiar te
Caniada, but has been experienced in ail counitries, the great
increase ini the volume cf money and credits in circulation
swelUing bauk dePosits te inflated leveIs. A study of this
question in the United States by E. W. Kemmnerer, professer
of ec#onmics and finance in Princeton University, and pub-
lshed by the. Bankers' Statistice Corporation, New York,

sho>ws that the ratio oi capital funds te bank deposits in-
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cre-ased dutrinig the first ten yeairs cf the national banking
systenn in that country until it reached its maximnum of 106
per- cent. in 1874. From 1877 te 1881 it dropped fromn 101
per cent. to 61 per cent. Frein 1881 to 1895 the ratio floc-
tuated, wvith a slight downward tendency, reaching 56)( per
cent. in the latter year. Then came another pronounced di-OP
in the ratio, this time from 58 per cent, in 1896Nte 36 per
icenit. in 1899). In 1913 it haid reached 34 per cent., and the
war practically cut the figure in haîf, the ratio in November,
1919ý, belng 18R pier cent.

Just ho,.% far the dewnward movement cf prices and the
contraction cf business now being experienced, coupled wlth
a defiation cif foue and credit, will reduce bank deplosits
cannot now be estimated. It is certain1y net expected that
they wvilI corne down te the level cf 1914, however, and should
that, extr-acrdinary phienemienon take place, the fact still re-
mains thait Canada is a rapidly-growing country, and the
incr-ease in populatien is bound te increase the volume of
banking business froin year te year. The security market
ils not ait the present timie in a favorable condition for new
issques, but just as -soon as înterest rates relax there is ample
igrounda for the issue of new bank stock.

,,VERNMENT ASSISTANCE IN FOREIGN TRIJ

fi ANADIAN goverrament policy in extending forelgn trade
bJ as been marked by indecisien. in establishing tee,

inany or'ganizations the governiment has gene, tee far, while
in the provision cf effective help they have fallen short.
The War Trade Board ait Ottawa, the Canadian Trade Mission
in London and the Caniadian Trade Commission in Washing-
ton are three examples of the creation of bodies te do werk
which could better bce carried on by the existing organization
of the Departmient of Trade and Commerce. Some real
assistance to prospective experters can be given by the state.
on the other hand, there must be no building up cf a bureau-
cratic organization for the direction and control cf com-
merce. Germany's erganizatien ef thîs kind produced re-
sults. Similar results May be ebtained by other counitries
if they pursue the saine methods, and there is a danger tliat
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