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The three years' growth in circulation, it will be 
seen, reaches practically $60,000,000 or over 60 per 
cent. The bulk of this additional circulation has 
been provided for by deposits in the Central Gold 
Reserve, which have increased almost $46,000,000 
in the three years, and in fact were enlarged by 
$31,000,000 in the last twelve-months. The present 
scale of taxation upon the banks’ circulation makes 
"excess" circulation in the manner followed before 
the establishment of the Central Gold Reserves, a 
somewhat unprofitable operation, hence the extensive 
use of the Central Gold Reserves to meet additional 
requirements. Demand deposits are$104,000,000 larger 
than in 1914 at $450,849,356—$110,000,000 larger 
than in 1915- Notice deposits have increased $258,- 
000,000 from $671,214,125 to $929,442,340. Their 
growth in the first twelve months was $20,000,000; 
in the second twelve months, $98,000,000; in the 
bird, $140,000,000. Total deposits by the Can

adian public are thus $1,380,291,696 against $1,018,- 
068,176 three years ago.

Speele................. ............
Dominion Kotos...............
Central Gold Keeorvo-----
Securities Held.................
Call Loans in Canada .
Foreign Call Loans..........
Canadian 1_____________

PUBLISHED Every Friday. I Foreign Current Loans. .
Total Assets..................

Sbe Chronicle
157,034 Banking, Insurance and finance

Established 1881. 
F. Wilson-Smith, 

Proprietor.
Arthur H. Rowland, 

Editor.
Office:

406-408 Lake of the Woods Building,
10 St. John Street, Montreal.

Annual Subscription, $3.00. Single Copy, 10 cents.

MONTREAL, FRIDAY, SEPTEMBER 1», 1917.

THREE YEARS’ WAR BANKING.
A rise of over $504,000,000 in assets, and a cor

responding increase in liabilities, measure roundly 
the effect of three years’ war upon the accounts of 
the Canadian banking institutions. This enormous 
expansion of over 32 per cent, in the case of assets, 
arising as a consequence of* the immense and rapid 
disbursements of borrowed funds and the remark
able increase in the prices of commodities, is in point 
of fact the result of no more than two years of war 
banking. Following the financial upheaval at the 
outbreak of hostilities and the subsequent stagnation 
in Canadian trade and development, the assets of the 
Canadian banks decreased in the first twelve months 
of war by nearly $10,000,000 from $1,568,174,983 
to $1,558,870,279 and their liabilities declined cor
respondingly. Change came with the rapid develop
ment of shell-making and other war industries, anil 
an increasing demand at rising prices for Canadian 
foodstuffs, a demand that in the case of wheat and 
flour was first satisfied by the magnificent crops of 
1915. Between July, 1915 and July, 1916, the sec
ond year of war, stimulated by these developments 
and the important credit operations which began ter 
be undertaken for account of the British Govern
ment, the assets of the banks were expanded no less 
than $282,000,000 from $1,558,870,279 at July, 1915, 
to $1,841,266,589 at July, 1916. In the third year 
of war, assets were expanded, and liabilities corres
pondingly, a further $231,000,000 to $2,072,686,194, 
at July 31st last. Possibly the falling off in the 
amount of increase in the third year, compared with 
the second twelve months, is accounted for by the 
drain upon the banks’ resources arising from the 
very large purchases by Canada in the United States.

Principal Changes.

The appended figures show the principal items 
of the bank statements for July, 1917 and July, 1914, 
and indicate graphically the extent of the changes 
in bank balance sheets arising from the war;—
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Growth of Security Holdings.
In connection with this great increase in deposits 

should be read the figures of the securities held by 
the banks. In the growth of these from $100,726,- 
9O8 in July, 1914, to $375,843,952 at the present 
time is reflected the energetic efforts of the 
banks in war financing. The great bulk of this 
increase of $275,000,000 undoubtedly represents 
war securities, and of the total at present held, a 
very large proportion are short-dated or compara
tively short-dated bills of the Canadian and British 
Governments. It should be noted that much 
of the regular supply of funds by the Canadian Gov
ernment to the Munitions Board, has only been pos
sible through the action of the banks in making tem
porary loans to the Dominion Government, in antici
pation of the long-term issues made from time 
to time. During the summer months, the banks have 
thus lent the Canadian Government $75,000,000 in 
anticipation of the long-term loan which is now 
foreshadowed for November. Thus the credits 
given by the banks from time to time to both the 
Canadian and British Governments have been vital 
factors in the financing of war activities in Canada, 
and through making those activities feasible, by a 
process of inflation, corrected from time to time, 
have also made possible those deposits by the public, 
which have developed so notably in the past two 
years.
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The virtual doubling of the banks' foreign de
posits, and also of foreign current loans reflects 
largely, doubtless, activity in West Indian production 
and trade consequent upon the war. Call loans in 
Canada, after being as high as $87,355,648 in July, 
1916, are now down to within $3,000,000 of their 
level in July, 1914. On the other hand Canadian 
current loans which in the first two years decreased

(Continued on page 8X7)
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