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CANADIAN AND U.S. BANK SYSTEMS COMPARED

dent Taft Said the Republic’s Banking System Lacks That Quality.

THE UNITED STATES SYSTEM

=it };hceank%YDOte of the United States system
Dersonalit eICalled a system—is 1nd1v1du;111ty or
" People arg' n other matters than banking the
States or much opposed to centralization. The
State e jealous of the federal authority. The
ernmento‘{xemments as well as the Federal Gov-
Create then?veb power to create banks; and both
3t Dresent gver hundreds, every year. There are
ates—sgg over 18,000 banking institutions in the
Contro] thme six thousand odd under Federal
the bysip e rest under State control. As a rule
Nationa] o> Of a United States, bank—either
ce. Bror State—is confined within a single
ankerg danch banks are not in favor. The
Sands of (})) not' want them, because many thou-
have 4, bank presidents and directors would
the businglve place to the branch manager; and
B .. men and people do mot know what
them, Ous amount the little local banks cost

il s
EfciglmtEd States banks are of two kinds—
ke : and financial. The big financial
Dretty lan the centres employ their resources
Even rgely in financial loans and investments.
fungg .toe commercial banks do not devote their
Bme eyt nancing of mercantile borrowers to the
ngdom ent as do the banks in the United
banks " and Canada, Taking all the National
than éne e}:!- commercial paper amounts to less
Proport; ~third their total assets. The Canadian

©Hon is nearly double that.

s Ows
In thewlgtg to the _banking methods prevailing
Quireq ¢ ates considerably more capital is ré-
USinegg %arry_(,n manufacturing or wholesale
€ Drovedt an 1is required in Canada. It can
0. that, in this respect the operations

th,
S monogolsigz.lu local banks have tended to favor

I .
xnol.eno:eirard to legislation there is all the time
L Rresg andess tinkering and interfering by Con-
. Meagyre the State legislatures. Sometimes the

Potes .., 27c really designed for political pur-
anking egirﬁé};‘an to strengthen or improve the
G°Verne banks are subject to examination by
r'“luireg1 ent officers. The National Banks are
The su to report condition five times a year

hmmafms are published.

&broade United States banks have no branches
Usinees . 1arge part of the foreign exchange
by for . of their own country is transacte

€ign institutions. The Canadian bank

THE CANADIAN SYSTEM

Canada has a system in which the banking
business while highly centralized yet promises
to perpetuate competition. The important banks
have their branches spread over an immense
extent of territory. The probability is that in
number of branches they will eventually be much
larger than at present. There are no privileged
banks. All are on the same footing. Every one
of the Canadian institutions is a commercial
bank—that is to say, it devotes its energies and
resources to the cultivation of commercial ac-
counts.

One of the strongest points of the Canadian
system is the high degree of organization found
among the banking interests. In no country in
the world are the banking interests united so
closely or so harmoniously as the Canadian in-
terests are. The Canadian Bankers’ Association
represents the whole of Canadian banking. Part-
ly owing to this the relations of the banks with
the Dominion Parliament—which is the only
legislative body in Canada having control over
banking—have been happy and beneficial for the
banks and the country. The law-makers have
had the good sense to recognize that bank bor-
rowers are the principal gainers from a policy
that leaves the banks free from irksome restric-
tions. The Canadian banks have privileges of
note issue beyond those enjoyed by banks in
other countries. The effect has been to enlarge
their ability to assist the country’s trade and in-
dustry. And arrangements are in force that
make the notes absolutely safe and sound
Each institution has to place its condition in a
uniform statement before the public once 1
month. So the bankine position is clearly ;{o;.
traved. Their business is not confined to Can-
ada. There are over fifty branches abrnnd;‘_in
the States. Newfoundland, the West Indies
Mexico. London. ;

These outside agencies are a valuable ad-
vertisement for the Dominion and assist ma-
terially in developing Canadian trade with
foreign countries, besides contributing to in-
crease the profits enjoyed by the thousands of
bank stock-holders at home.

Another strong feature of the system is
found in the manner in which the banks adapt
themselves to the conditions and circumstances
of the country’s trade. Banks are supposed to
do this everywhere, but there are few countries
in which they do it so well as in the Dominion
Practically every citizen who has banking busi-
ness to do has the necessary facilities placed

agenc‘ .
ol thi;ei‘::in?sew York City have a good share reasonably within his reach.
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Saig v Way : : : be Ex-President Taft thought that the most crying nee
BULTE o conmen on the fue oy 1LY e D st 3 e e and o St
h andorOUgle- 'IPhélti;hmitt lfad xiltlse d e in New York He admits that the: existing one is lnade.qua.te' and says any
% “SDtead from thence to the various States it never- one who has studied the question admits it. His message
|~'ﬂy §in a very severe strain upon the banks in both the to Congress last month i wiew of the somewhat similar
]k' th &dom and in Canada. The former country had t0  conditions existing 1n the Umted States and Canada and the
‘,yur]f 8Teater part of the $100,000,000 gold shipped t0  different banking systems in operation in the two countries
¢ b the Canadian g ysually interesting. He stated that it was the business’
National Government to provide a medium, auto-

* And Canada was affected because

Tv ;
Ves were largely employed in New York City, a;ﬂ
3 nections of t

the clo ;
'tri se trade and financial con
m‘tter laii' It was quite clear to outside observers ﬁgggst
crjotates of cohesion or co-operation of banking 0 Vi
s uWas one of the principal factors in aggrava e
‘ %; Matter tODamcshonly come once in ten gr ﬁ]f't;;e;nszzte :
iven i Much ¢ ankl ;
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Rive
& O, country hears itself in the intervent
AMadian it i Dominion,
i the
Moylq system has grown with e ding 10 the

ed itself in a ductile manner ac
'\southeg o req\lireme‘rixts. But our neighbors 0%
. %lindary are not satisfied with tbedwojrukmg

- They are not settled in their minds Iy p
ihorta ?;eﬂld it. There are manv particulars 18 w}:;chﬂl;
€ s“’hat it should be. The disposition fi(ﬂ :gvo-
alt Ome of the defects and not to undertake -
€rations, . ;

of the . pre
matically contracting and expanding in volume, to meet the

needs of trade. The present system lacks the indispensable

quality of elasticity.

«The only parf of our monetary medium,” he continued
city is the bank-note currency. The peculiar
e law requiring National banks to maintain
t the call of the depositors operate to in-
v stringency when it arises rather than to
expand the supply of currency and relieve it. It operates
upon each bank and furnishes a motive for the withdrawal of
currency from the channels of trade by each bank to save

fers no inducement whatever for the use of the

itself, and ©0 A
reserve to expand the supply of currency to meet the excep-

tional demand.”
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