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BANK DIVIDENDS.
( Continued.)

ESUMING our remarks on this subject, we have
to note that the Bank of Montreal, a8 may be
expected, is not the ouly institution in Canada which
has made the mistake of declaring bonuses instead of
adding profits to the reserve fund. The same policy
was pursued, when there was far less justification for
it, by the Bank of Upper Canada. To such an extent,
indeed, was that policy pursued, that it would not be
difficult to show, by calculation, that the sums given
away in the shape of bonuses, if they had been re-
tained, and properly used would have been amply
sufficient to save the baunk from the ruin which has

overtaken it.

Very early in the history of this bank, a bonus of 6
per cent. was paid in addition to a dividend of 8 per
cent., the bonus amounting to mnearly double the
amount of the rest at the commencement of the year
in question. Four years safterwards, viz., in 1830,
another bonus was declared—the reserve being re-
duced 80 per cent, for the purpose, which left it at
£5,200 on a capital of £100,000. In two years more
we find the astonishing folly perpetrated of giving
away the whole of the reserve fund Jeaving the miser-
able pittiance of £250 to start afresh, and to cover all
the contingeucies of its business. In another three
years, the short-sighted Directors, apparently jealous
of having too large a margip against *‘a rainy day,”
again divided 4 per cent. a8 & bonus, leaving it now
less altogether than three per cent, on the capital.

No further step in this direction was taken till 1843,
when tho reserve having accumulated to a respectable
sum, was again divided amongst the impatient stock-
holders, leaviug it less than £5,000 on a capital of
£220.000.

For eleven years afterwards a policy of accumula-
tion wag followed, and the Rest in 1853 amounted to
£58,000, tLe capital being £497,000. The following
year was ane of extraordinary prosperity in Upper
Canada and the profits of the Bank were very large.
Seeing this state of things, and apparently calcula-
ting like many other shortsighted people that the time
of prosperity would last for ever the Directors de-
clared a bouus of twelve and a half per cent. over
aud above a seven per cent. dividend, tukiug some
few thousand pounds from the Rest to make the
amouut up.

This was the last mistake of the kind, and our
readers may judge from the above enumeration
whether our statemcut as to the fact of enough having
been given away in the shape of bonuses to have saved
the bank from ruiu is well founded or not.

In 1868 the Bank had a reserved fund of $280,000;
but at that time most of the loans had been coutract-
ed, snd the engagements eutcred into with corpora-
tions and individuals all over the country, which ulti-
mately resulted in the stoppage of the Bunk. Now,
had a far-secing and cautious policy been pursued
with regard to the reserve, it mizht, with judicious
management, have amounted in thut very year to
$800,000, and by the time the difficulties of the Bank
commenced to $1,000,000; the stockholders having re.
ceived dividerds.of 7 aud 8 per ccnt. in the mean-
time.

The Commercial Bank has not erred ty any means
to the same extent; but twice in its history the
larger part of a fuir reserve has been given away,
The sccond bonus amounted to §80,000. which was
in the year 1344. The accumuiations of this sum, by
the time tho difficulty occurred with the Great Wes-
tern Railway, which has had such au unfortusate in-
fluence on the prosperity ot the Bank, would have
made the reserve amount to a suin which would have
enabled the Bank to coutinue its business with very
little interruption.

It is very interesting to notice the policy pursued in
the early history of the great joint stock banks of
London, which have now aitained such a splendid
position, and whose dividends have long Dbeen at
rates which on this side of {he Atlantic would be
deemed fabulous.

Take the case of the: London and Westminster,
For the first thirteen years of fts existence this Bank
paid dividends of from five to six per ceut., aud only
when the reserve was 12} per cent. on the paid up
oapital was a bonus of 2 per cent. declared, taken,
bowever, not out of the reserve, but out of the profits
of the year. Since that time the reserve has accum-
ulated to 86 per cent. on the paid up capital, and for

The London Joint Stock Bank divided from four
to six per ceut. for the first ten years, and only when
the reserve amounted to 20 per cent. was a bonus de-
clared; not one pound of which however, was taken
out of the rest, the amount of which increased at the
same time. The reserve of their Bank now amounts
to nearly 30 per cent.on its capital, and its Share-
holders commonly receive from 2 to 80 per cent,

The same policy was pursued by the Union Bank,
and nothing can shew the wisdom of this course
more than the fact that the business of the Bank went
on almost without interruption, when a few years
ago a Joss was suffered by the defalcation of one of its
officers to the amount of a serious per centage of its
capital.

The moral of all this is obvious. A strong reserve
is the great safeguard of a bank, and it is consummate
folly to diminish it by bonuses. When the reserve
amounts to a sufficient sum, the stockholders may
have the whole profits divided amongst them, and it
would be poor management which would not give
them, from all sources, as much as ten per cent. Bank
property would then assume a stability it has never
known in this country, and with the limitation of
liability to double the amount of capital it would be-
come, of all others, the most desirable investment,

We are, of course, aware that the rescrve itself, as
in the case of the Bank of Upper Canada, may be dis-
sipated by foolish management, in which case no
amount that could be accumulated would protect the
capital, That, however, was an exceptional case.

TWO “NOTES” FOR THE AMERICAK
BECIPROCITY COMMISSIONER.

I. FISHING IN OUR WATERS UNDER LICENSE.

“The fee of 50 cents per ton which is now charged
‘“by the I'rovincial Governments for a Liconse alow-
‘“ing American fishermen to fish in British waters is
‘““much less than the duty which isimposed on British-
“ canght fish when admitted into the States, and it is
 the opinion of many practical persons in the trade
‘‘that under the present regulations the British Colo-
‘ nial fishermen cannot euccessfully compete with
‘' American fishermen in the markets of the Republic
“% % * Theaverage catch of Awmerican firhermen
“ for the =eason is about 10 barrels of mackerel to the
“ton; and as the liconse {ee is 50 cents per ton, it sub-
“jects the American fishermen (if they take out a
¢ license) to a tax of about 5 cents per barrel on their
‘ fish, but our fishermen are subjected to a duty of €2
*“ per barrel on taking their mackerel into ports in the
“'United States, giving an advantage to American
‘! fishermen over our own pecple of $1.95 per barre).”
Annual Report of Controller Smith, of St. John, N.B,

At the expiration of the Reciprocity Treaty, it was
determined that at least for one season the American
fishermen should be allowed on payment of a fee of
boc per ton, to fish within the three mile limits into
which under well understodd international Jaws they
are prohibited from entering, except by special per-
misgion.

It wszs we'l known that this licenre fee was by no
means an equivalent for the duty imposed by Congress
ou British caught fisk. The calculation above given,
on the authority of one of the best informed men in
the maririme Provinces, shews that if we were to
mahe the Provincial license an equivalent for the
American duty, it ought to be forty times as heavy, or
820 instead of 67 cents per ton. The mackarel fleet
being composed of vessels of from 60 to 80 tons, it
would bo §1200 to $1610 per annum, instead of $30 to
$40.

When the American Government abrogated the
Reciprocity Treaty, which had conferred mutual bene-
tits of the most substantial character, it was of course
open to us to have at once excluded their fishermen
from our waters. This would have destroyed the value
of almost all their fishing craft, which are not adapted
for any other business but fiehing, and thrown many
thousands of Liardy fishermen out of employment. It
would have diminished tho supply and raised the price
of fish in the American market and cut off the New

Lugland States from the main staple of their lucrative
West India Trade.

We preferred, however, to wait, to see whether our
neighbours would not return to more liberal views of
trade matters, and instead of irritating them by means
we had an undoubted right to use, we here steadily
pursued & conciliatory policy. The Americans have
inflicted the most serious injury on the fishermen of
our Uppor Lakes; they have damaged our fresh-water
shipping interest materially by recent regulations. We

years back tne Shareholders have had nearly all the | have not even closed & canal or warned a fishing ves,

profits of the Bank divided amongst them,

+ sel off our seabord.

It is very possible, in view of the appointment by
the Americau Government of 8 Commissioner to in-
ventigate these matters that we may continue this
policy for another year. But we doubt even now
whether, if & popular vote were taken, the Canadian
Government would find itself sustained: while we
Eknow that the Governments of the Maritime Provin-
ces agsented to the proposition to license the American
fishing craft at all with extreme reluctance, sacrificing
their convictions to the wishes of the Canadians.

We wish the U. 8. Fishery and Reciprocity Com-
missioner to note this—to report that the fishermen
are carrying on their trade by sufferance, and that un-
less his Governmeut relinquish their attitnde of
commercial hostility it must follow from the very
nature of things that our patience will some day come
to an end,

II. WHAT WE DESIRE IN RETURN ¥OR THE YBXVI.

LEGE TO FREQUENT OUR FISHERIES.

The free admission of our cereals, fish, animals and
lumber into the United States markets was considered
a tolerably fair equivalent, twelve years ago, for the
concession of the right to fish within three miles of
our coasts. We should not so congider it now.

‘We bad then no steam commuuication with Europe;
we have now, owned and managed in Canada, a line
of steamers which in tonnage and numbers will com-
pare not unfavorably with any in the world; while
year by year we have come to own more sailing ves-
sels than before.

We had then no railways to bring our inland pro-
duce to the sea-board; all the lines then pointed to the
cities of the States; we now bave railroads conneot-
ing almost every village with the sea at Montreal and
Quebec, and shall soon have a road to the ocean ports
of St John and Halifax.

The price of all the raw products above enumersted
is established by the markets of Europe more than by
thore of the States, and we arerapidly learning how to
place them there. We have this year exported to Ey.
rope more oats than we ever did before; we have com-
maenced to ship even barley; we have found out how
to prepare flour for the Tropics. We are packing
meats for direct shipments to the British Navy yards.

Thus things are changed, and the Reciprocal ad.
mission of these articles free of duty or at reduced
rates would not benefit us more than the United
States. Indeed we are now showing plainly that we
understand our altered circumstances by continuing
to admit freely almost all the products which were
until lately free by Treaty. We offer no obstacles to
the brioging in of wheat, oats, &c., because we are
now as well able to export to Europe as the United
States. We hope, moreover, we ehall soon do away
too with the duties on pork, butter, corn, &c., and
begin to buy them yet more largely in consequence,
for export.

If then the Americans desire the continuance, as of
right, of the privilege to use our fisheries; if they wish
to be certain that they will not bave the regulations
under which the mackerel and inshore cod and her-
ring fisheries are carried on altered every season, and
perhaps done away with altogether some fine morn.
ing, they must offer us & boon of more value than the
admission of our products into their markets free,
which indeed simply amounts to giving themselves
the privilege of buying cheaply.

1f we were to suggest what this should be, we should
feel induced to say, * Admit us to participation in
your Coasting Trade.”

This question will assume a very different aspeot
under Confederation from what it now possesses.
Britishh American shipping will then doubtless enjoy
niore exclusive privileges in British American waters .
than it now does, and our shipowners will not have
to see the Yankee flag coasting from Halifax to Char-
Jottetown, thenco to Pictou, and so on, while they
cannot go from New York even to S8an Franciseo, or
carry goods from Boston to St. John and touch at
Portlaud on the way., We shall probably be able to
offer as well as to ask for valuable privileges even in
this respect. But it would be a graceful act for the
States who want our fisheries to relax thejr conasting
trade in return; and we wish their Reciprocity Com.
missioner to note that while no Treaty will be satis-
factory which does not stipulate for this, nothing
would more tend to renew the commercial friendship
which has been of late so widely shaken than & free-
will offer of this kind



