
THE MONETARY lIMES Volume 42.

CÂ,NADIÂNCLEARING HOUSES.

Their Function-How They Are Operated-Retords and
Comparisons of Their Figures.

Canada has thîrteen clearing bouses, and they are
well distributed throughout the country. Halifax was
the first centre in the Domjnion to, inaugurate a clearing
house; that was in i 886. Calgary and Edmonton are
the two latest; both these Western cities formed theirs in
1906. Here is a complete list.

CImirng House
Calgary. .................
Edmonton. ................
Halifax.....................
Hamilton ..................
London ................
Montreal ...................
Ottawa ...................
QÏiebec ..................
St. John. ..................
Toronto ..................
Vancouver.................
Victoria....................
Winnipeg............ ......

Commenoed Business.
i906, î8 April
1906, i i July
1886, 1 july
î8gi, 15 June
1902, I June
1880, 7 jaiiuary
i901, 9 September
1901, i May
190o6, i May
189:, 21 july
1898, October
1898, 2 November
1893, 4 December

Millions of dollars annually pass through the clear-
ing houses. Here are the figures for the past few years
and the first six montbs of 19o8.

10«5............................. 83>335>595)401
190.0.................... ......... 399)7969,065
1007 . ..... ... ................... 4e32S.441,6z6
First Hall Year 1908............... 1,855,349,740

To bankers generally and to, a few business men, the
functions of tbe clearing house are well-known. To many
of our readers, some details concerning the mission of
the clearing house will prove interesting. Mr. H. M. P.
Eckardt bas gziven -a complete description of its utility
and its working in the serial story of Canadian Banking
Practice now appearing in these columins.

Therein hie bas explainedl that in the principal chties
every bank in the country is represented by a branch
or by a redemption agent, so practically everything in
the way of bank notes can be cleared daily. Then, every
day's mail and express fromt the branches and corre-
spondents bringrs in a large number of cheques on other
banks, and a number of parcels of other batiks' notes.
When everything bas been sorted and the deposits for
the other banks ail prepared for sending out there will
be, perhaps, twenty-five or more parcels. Before the
clearing, bouse was instituted these parcels had to be
sent, each one to the bank it was'intended for, and each
other batik would have to send its deposit in exchange;
after the twenty-five exchanges were effectedl every bank
would bave to settle probably twenty-four différences
per day with each of the other institutions. Under the
clearing bouse systemn the parcels are all sent to the
clearing bouse, or place appointedl for the exchange of
parcels. Each parcel will have pinned. to it a ticket
atating the amnount of the contents and the haime of tbe
bank it is intended for. The clearing clerk sent eut by
the bank will bear witb him a sheet containing a list
of the amnounts sent by bis bank to the respective other
banks, the naine of each bank being set opposite its
-aniount. These are added together; thie total represents
the bank's clearing for the day. Arrived at the clearing
bouse, there wiIl be seen a circular row of twenty-five
compartments or boxes, each compartinent bearing the
naine of a bank, and giving room for one man. The
clearing clerks take possession of the compartments
belonging to their respective banks, and the messengers
or clerks sent to accompany them begin their rounds.
Each one in succession calls at every compartment and
delivers the parcel for that bank. As lie does so, with
each parcel lie presents thecldearing sheet, and takes
upon it the init~i of the clerk reoeiving it. When the
clerk bas gene the rounds lie wiil have divested hiniself
of aIl his itarcels andt will bave on thecldearing sheet the
receipt of an accredited representatlve of'each bank.

In the meantime the clearîng clerk will have been
receiving the parcels delivered by each one of the other
banks. When ail are received hie enters the amount
shown by the ticket attached to each one on another
sheet, opposite the name of the bank fromt whom it was
received. When ail art entered, the items are added and
the total represents what the batik must give credit for.
The difference between this and the total of its clearing
sheet represents the balance it will have to pay or
receive at the clearing bank.

Thus economy is effected through using the clearing
bouse. Ail the exchanges are made at the central place
instead of being made separately with each institution.

After the sheets are balanced and the difference or
balance which each banik bas to pay, or receive, arrîved
at, -- sheets and slips are handed to, the clearing house
manager and balanced. The total of the debit balances
should balance with the total of the credit balances.
Everything being found correct, the manager signs a
slip for each bank, stating the amount of the debit or
credit balance it bas to pay, or receive, and the clearing
is completed.

The messengers and clerks from, each bank hurry
home with the parcels they have received, and the
clearing house sheets that contain the records of them.
They are given to, one of the tellers, and the contents of
each parcel are carefully examined to see that the
amount claimed to bie there is actually there. There will,
be in each a list of cheques and bordereaux, with speci-
lication of cash. The cash is counted, and the cheques
ticked off on the list. The ledger-keepers examine the
cheques to see that the signatures are authentic, the
endorsements in order, and that funds are held for
them. If any item is missing, if there are any cheques
in the lot for which there are not sufficient funds, or if
there is a shortage in the cash of any parcel, demand is
made direct upon the bank that ýsent the parcel, and it
h*às to send over cash to rectify the mistake. If it does
not do so, the banik can, if it chooses, stop the settle-
ment of balances at the clearing bank until its dlaimi is
satisfied. At a certain fixed time, usuaily from twelve
opclock to half-past twelve, the debtor baniks must pay
in their balances at the clearing bank. Then fromn haif-
past twelve titi one, provided the clearings have flot
been stopped, and provided ail the debtor baniks have
duly settled their balances, the creditor banks appear and
draw what is coming to them.

SIt will be remembered that the panic in New York
was precipitated by the fact becoming known one day
that the Mercantile National Bank of New York had
been unable to meet its balance at the clearing house ini
that city. As failure to meet a balance promptly would
bie tantamounit to a confession of inability te, meet obli-
gations, all the baniks are most particular to'be prompt
in their payments. The operation of meeting these
balances furnishes a daily test of the solvency and pre-
paredness of every bank in Canada. In the event of any
bank becoming straitened for cash, probably the first
indications would be seen at the clearing bouse.

As an index to the country's volume of business, the
clearing house figures are of great value. During the
first half year of igo8, it wlll be seen, from thie following
table, there bas been a decided decline in the totals:

ct.s AXUNG iHousF

Calgary.-............
Zdmonton....-.-......
Hlalifax.,......... ....
Hiamilton.............
London.............
Montreal...... .......
Qutec ...............

Toronto..............

Victoria..............
Winitpeg.. ..........

TOAIltoJ......

First Half Ffrst Hal, FIt1I Fit 1f
Year. 1905i Year, M90 Yar1O Year, .1%

........ S4 M>.0Z1 f6 1,773
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