Jung:23,1882. .

‘THE SHAREHOLDER AND INSURANCE GAZETTE,

zhgf»Board retalns their confidence. * 2. That much of the

- busingss of the Bank must be directed by a Presi.

dent &nd Vice-President, possessing the confidence of the
Board. And that all officers and employes of the Bank
must be subject to the direction nnd control of the Board,
acting through the President and Vicé-President, in such
manner or measure as they may deem proper, 3., That
when t_he President and Vice-President cease to be in. ac-
cord with the majority of the Board, it is for the advan-
tage of the Board either that they should cease to hold
those positions, or that harmony in the Bank be restored
n some other mode. The shareholders may differ from
our. views and their opiniong will be manifested by the re-
sult of this meeting. We are not anxious to serve. We
are not contending for power, The duty is onerous, and
if the shareholders are pleased to relicve us we think we
have earned our discharge ; but if, on the other hand,they
desire ug to continue in office, we can only do so with our
suthority and responsibility defined, and ag members of a
Board; whose cenfidence we possess, that can be relied on
to work together for one object—the interest of the Bank.
I_therefpre move,

¢ That the report of the Directors as submitted be, and
the same js hereby adopted and ordered to be printed for
distribution amongst the stockholders” -

TEE GENERAL MANAGER'S STATEMENT,

Mr. Haguu next snid :—It may be proper, in addition
to the remarks that have fallen from the President, that
a few observations shall be made by the General Manager
on'the condition and prospects of ‘the Bank, and of the
business of the country generaily. The system of
management which was inaugurated when he

took charge has now been in operation  five
five years, “The results have probably been satisfactory,
80 far as they have gone, Butthe Bank though progressing
steadily towards it year by year, has net yet attained the
position in which he hopes to ses it at a future day.
When' ‘the’ Rest amounts to fifty per cent. of the capital,
fortified’ by a respectable contingent fund, and when its
net.profits admit of a steady dividend atu higher rate than
now prevails, earned fromi a well-established connection
amongst a safe class of customers, when, in short, the Bank
attains the position enjoyed by the leading banks of Eng-’
land and Scotland, then the General Manager will feel that
the object for which he has striven through mauy years of
toil has been accomplished. The system of administration
he adopted, and which was entered on with the full con.
currence dnd support of the Board, may be summed up in
three maixn features, First, the maintainence of a strong
and vigilant central authority ; Second, the conduct
of discounts and loans at all points on the same
systom, in the light of experience, and on sound
bapking principles ; Third, the keeping up of such state-
ments of loans and discounts from the managers of
branches a8 experience kad shown to be best adapted for
the purpose of enabling the Directors and General
Manager to understand what was being done by them as
perfectly (and this is cssential to safety) as if it were
being done within this building. The General Manager
asks the careful atiention of the stockholders to the fore-
going. ;

Though the shareholders occasionally hear of branches,
it is probable that, on the part of some at least, it is not
generally understood that by far the larger proportion of
the business of the bank is done out of Montreal, Including
New York, Chicago and three branches in the North-wost
there are twenty-nine other places in” which the bank is
carrylng on business, Above all, it is to be borne in mind
that therq are tvgenty-nine places besides Montreal in which
the bank is lending money and discounting bills, A scrious
care indeed it is to keep the business of all these places in
good order, not only by the selcction of competent officers
(and the Bank has many such; for the management of
them, but in'the vigilant oversight at headquarters of what
is done in them all. The work is beset with difficulties,
and experience of our own or other banks, either here or in
Great Britian, is constantly suggesting improvements, It

. is useless to look to the United States for .experience in

this matter, for no bank there has any branches. It re-
quires not only an elaborately-contrived machinery, butan
amount of firmness, persistency and steadiness in the
enforcement of rules and orders, that few have uny idea of
but those who have had experience of management—or sat
on thoe boards of banks like this. Three-fourths of the
profits of the . Bank are at presént made at the branches, a
proposition which the General Manager would like to see
someéwhat "altered, for he is convinced that the true policy
of & bank like this, is to build up as large a business as

+ possible at its central ofice, The stockholders can do

something to bring this about. A loss in any one of these
29 places is a loss of the Bank. And when you learn that
the average turn over of money across the counters of this
Bank at all points is not less than $5,000,000 per day, and
_that neatly & million and a half of money is lent every
week, in one shape or another, you wiil appreciate the
difficulty of keeping losses within moderate limits, and the
csre that presses so’ heavily on the Executive and the
Board. It is sometimes said that the inspections and
examinations might be more frequent, and the example of
banks in tho United States is cited-~in entire forgetfulness
of the fact that in the United States the whole business of
every bank is done in oneoffice. " To examine thorougly
our 30 offices ig a 1abor occupying near) y twelve months of
continous application. The examination of the cush, bills,
secutities and accounts carried on within the walls of this
building alone ¢annot be effectively done in less than 25 to
30 days.'-But the difficulties of the last five years were far
more than ordinary in every banking institution owing to
the unexampled number of insolvencics that distracted the
country during the first three of them, viz., 1877, 1878 and
1879, The welght of thess calamities fell with force on all
the'banks of the country, but those whioh had their centre

in Montreal were the heaviest sufferers. Of the 85 millions
of insglvency in those yuars, that is from 1877 to 1880, we
had'to deal with our full propoition, I will not tell you
how many millions of the liabilities of insolvent estates
wo bave bad to deal. It would answer no purpose now,
For, I am thankfnl to say, the record of them is reduced to
a very small sum. They are largely things of the past.
The stockholders are to be conpratulated on that. But
this—the General Manager will say—that even if the task
of the executive had been that of liquidation simply, it
would have been a very heavy one. But wlen, in the
midst of difficulties created by the constant failures of
customers, and the accumulation of gverdue bills and pro-
perties, there was a prossing nccossity for the carrying on
of a large current business aud earning profits for the
purpose of paying dividends—the credit of the Bank having
to be maintained meanwhile in & time of increasing dis-
trust and fear—when new customers had to be sought to
replace those whose business was lost through failure, and
this at a time when no man’'s standing.was certain, it may
be imagined that the woik of administering the Bank
during the lsst five ycars has been such as to task the
energics of the executive to the utmost. The business of
the Bank in Monireal, New York, Toronto, Hamilton,
London, Quebee, and Winnipeg ns it exists at present is
largely new. In all of these places entirely new connec-
tons have been formed and a new circle of customers see-
ured. The extent to which this work of building up has
been extended can be inferred when Iinform you that the
trade loans and discounts of the Bank, which were only
$10,200,000 in 1879, are now $15,300,000, & considerable
part of the increase arising out of new accounts, It has
been a particular care with the General Manager for many
years back to search into the causcs of the losses which
the Canadian Banks generally have sustained, and how they
can be reduced to.tho lowest minimum in the future.
When in Great Britian last October he had devoted par-
ticnlar attention to' the subject, and- on his return, ina
memorandum laid before the Board, he observed, amongst
other things, as follows :—

¢¢ Our banks, as is well known, were modelled on those
of Scotland, but are sadly deficient in the many elements
of safety by which banking in Scotland is surrounded. I
may add to this' the North of England; for banking in
Yorkshire and Lancashire, so far ns loaning and dis-
counting are concerned, is conducted on similar principles.
Nothing impressed e more—and I took pains to draw out
the information—than the small amount of losses of the
banks of Great Britian. Apart from such exceptional cases
as' the City of Glasgow Bank, it is noteworthy that the
losses of most of these banks have been of the most
trifling character.”

The Managing Director of one of the Shefficld banks,
in which all my early years were spent, on whom I ealled
in passing through Yorkshire, informed me that their losses
had not averaged £500 a year! Yet the bank for thirty
years back has done tho leading business of that great
manufacturing centre,

The Clydesdale Bank’s business in Londou has been
singularly free from casunlties, ' The losses during the
four years of its establishment have been the merest trifle,
.while a very large business has been done, .

There are, in my judgement, three causes for this.

In the first place there is in Great Britian a clear and
distinct line drawn in banking operations between the lend-
ing of money (including the granting of standing loans),
and the discounting of trade Lills. 'Fhe former are invar-
iably under tae cognizance and control of the Board, to
whom all applications are submitted, with securities offer-
ed. The manager’s discretion is confined to the discount-
ing of trade bilis,

In the second' place trade bills themselves are invar-
iably bondfide representing goods sold, delivered, and to be
paid for at the time the bill is due.

Any attempt to pass off upon a banker bills not repre-
genting actuul sales would be considered equivalent to
forgery, and brand the person attempting it with such
dishonor that no bank wohld denl with him again. )

In the third place, competition between bankers is kept
within such reasunable and proper limits, that the playing
off of one bank against another so as to obiain unreasonable
and dangerous cxtension of credit is almost éntirely un-
known, There is an admirable system of ce-operation be-
tween the different banks of Scotland, by which a common
understanding is kept up and strictly observed with regard
to rates of discount and commission charged for various
classes of business, and with regard to inferest allowed on
deposits.

Competition there is, of course, and will be, but it is
strictly competition on equal terms, It would be extremely
desirable were cfforts made to brimg about & similar com-
mon understanding amongst the banks of Canada,

The absence of it; I am convinced, has led to untold
losges, . :

"These observations have a pertinent bearing on our
position. Since returning, the General Manager has
endeavored to bring about in our own administration as
close an assimilation as possible to the methods of Scotch
and English banks, aud has good hopes that the adoption
of this course will have tho best results in the future,
Before closing these remarks, the General Manager mny be
permitted to refer to the remarkable cxpaosion which has
taken place in the discounts and loans of the banks gener-
ally during the last year, and to the position of business
generally. He has ascertained by an examination of the

expansion bas occurred, and has compared the range of
expansion with the progress of trade and commerce,
For it is tolerably clear that if the Bank discounts
have grown with the volume of legitimate trade, and if
the reserves of the banks have been.well kept up, the ex-
pansion is a natural and healthy one, If otherwise it is

books of the Merchants Bank, in what direction our own-

the reverse, . The money of the Merchants Bank is em.!,

ployed in loans and disconnts ' to'persons engaged ‘in’ the
following lines of - business;—1, In the- ‘movement - of
pgricultural produce of all kinds, and manafactures con.
nected therewith; 2, In the timber and saived:-lumber:
business ; 3. In importing and wholesale merchandise ;-
4. In manufacturing of all kinds; 5. In miscellsncous:
occupations connected with agriculture-or commerce, In

addition to this the Bank lends to Municipal Cerporations

and employs large su» s in short loans on stocks of various.
descriptions, It is only the first five of thete that canbe-
called business loans and discounts. Now, looking at-the

total line of discount us it was.a year ago and as-it i now..
I have noticed the fullowing changes :—In produce ,Ini(i

provision accounts, a slight diminution. In,saw wills;and

timber, a very considerable increase (nearly 50 per ceat.);

in manufacturing accounts an increase of about 13 “por.
cent; in importers’ and merchants’ accounts.a large.
ingrease, nearly 40 per cent; in miscellancous loans avery.
considerable increase, about 30 per cent, The. largest
increase has thus been in accounts connected with, our.
leading exports, viz, the productions of our forests.  The
next large iucrease has been in our whole line of import-
ing. As to the soundness und henlthiness of this or, othoer-
wise, there can be no doubt that the value. of .our wood

products in foreign countries—our great tharket-"-,haé‘,vé'r}a,
largely increased, and that, not only has production been,
stimulated, giving rise to the employment of more monay, .
but the amount of money required to carry on the same
amount of operations has’ Iargely increased, too, As' fto
the increased imports, these are, as a rule, only healthy'
and sound when arising out of larger production. There

has been alarge increase of money value in our produétién'n, '
a8 you have seen, and hence some foundation for iméreased
imports. Duties have increased tho selling valne of goads, .

50 that there has been an increase .both in. quaatily,and,, -

valuo, Buiour lgrge railway cxpenditure should also, be"
taken into account. This kind of expenditure always .
stimulates the consumption during the time it is-going on, .
But when it cesses, consumption. decreases in the, same.
proportion. Then the demand for imported .goods. snd
munufactured articles falls .off, and unwary merchants, .
both wholesale and retail, who have failed. to note “that.
their large sales were due to temporary. causes, are caught,
with great stocks which they.find it hind.to sell. Then
comes difficulty in meeting payments, numerous failures
in all the phenomena with which the country. was. g0 .
familiar in 1857 and following years, when the completion .
of the Grand Trunk snd Great Western Railways brought
about such « disastrous collapse. This, it appesrs 6 :me. '
is that for which we must keep a careful lookout froms tnis .
time and onward. Merchants, in addition, will do well.te
take & careful note of the production of eur farms and the

condition of our lumber. trade, and not only of the quantity’;
produced but the prices obtained. For it must ever be.
borne in mind that for the prices obtained for our great '
staples we are entirely dependent on the condition of trade,
in Great Britnin and the United States. “Neither of thess
can suffer without our being affected, Canada isaltegether
too small a country for any market to be controtled by her

operations. But the banks have evidently been’ furnigh.
ing by loans ‘on stocks, a considerable .amount of the .
capital required for new manufacturing. enterprises, or the |
extension of old oues, and for various other.forms of
enterprise now carried -on .in the shape of joint styek

companies. Time will show whether. these will be suc- -

cessful or not.  After all, 86 far as the amount of discounts

Is concerned, it is really a question' whether the -bankg '
generally are holding suflicient reserves of ayailablo finds, '
Taken ‘a8 a whole, the banks undoubtedly are. But' i’
some directions, o heavier holding, and of an indepb'nde'ntg
character would undoubtedly be desirable. There: is
always a pressure to lend as much ay ‘possible, whiere™
heavy iuterest is.paid on deposits. There has been -im-

provement in this matter of late years. But there is.again ;.

arising a tendency to increare rates, bat it ig to.be.h H
that it_ may be checked. General'ly,« the "banks::aio?;gfl,
doubt, in A good position, and.if they discriminate né«’inst"
long credits, by discounting short paper &t a cheaper-ratg, -
declining long renewals, if they also check unreusonlbl; :
expansion a8 well as speculation; by vefusing : to -lend to

impecunious traders, they may keep the business..of..the .

country in a sound condilion for years'to come. (Applause,) . |

Sir Hoom AutAN—Mr. Chairman and gentlemen : . ;
the terms of the address read by the Pgresidént. it 5;3;3{"
naturally be supposed that the majority. of: the Board- had .
been acting in & manner injurious to the interests, of the -
Bank, The majority of the Board interfored in ., no way,
until we found that the dotion of the president and vice.
president was such as in. their opinion would .injure. .the,
Bank. ‘They were going to se alter the relations: of the ;
general manager and assistant general manager that it wag
mewtableghat the one or the other should give way, Tbe“-
Board considered the question very.carefully and rgatisfied .
themselves that the correct and right courss was, to sustain ,
the 'General Manager, (Hear, kear and applause.), . Thig .
was brought about more particularly when - the, g'e'nernl.
manager made a statement  to : the -Board that under. no-
circumstances would it be possible for them—the gepéral :
manager and. assistant general manager~—to CarTy on.: the -
work of the Bank together. . The arrangement: proposed,,
by the Piesident and Vice-President was one which ‘wowld,

.bave been subversive to the management and- discipline :

of the Bank, namely, that thay.should’ tr ' and . do. the .
work.of the Bank jointly. (Hear, hear,) "I'zhe majgfi't;;,i:&:.
the Directors considered it their.dniy.to sustain the General .
Manager (hear, hour) in bis views in.the matter. -It was his.
policy that had beern successful from .the, b ‘ginning, :;He ..
has conducted the, Bank through many disastrous. periods. .
and they considered . that . the Gencral: Manager should, be..
supported. . The Directors, therefore, had no hecitation in -
taking.the. course. they did. . They did. not . iaterfere,. in .
any. way wita the management of the Bank, axcept.to.say..

simply that {n thejr opinion the chm})’;(mage;,»algé;qi?,- '
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