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LONDON BANKERS AND CASH RESERVES.

—

N1 \sqguith, ithe Britfsh (hancellor ol the jX

chequer, has raised afreshin LLondon ghe question Ol
¥ 1
bankers’ cash geserves. Bc P inted out: that Lord

tliscussed the sufficiency ot

(Goschen, hiteerg_years ago,s
the cash reserves held ag#linst deposits 1n the joImnt
e banks lh( se deposits then amounte

l"‘
In

stock and privat
to £ 600.000,000. They now total £ 1,000,000,000.

increased importance of tf\(' question is obvious
[onglish bank statements the first item among the
sets usually is “cash on hafid and at Bank of Engl: ind ;
then follows “loans at call and at short date.” The
two items together wnﬂitﬁlv the bulk of I]u‘ reserves
against deposits. As an .l?tllt\(lnll defenice the banks
lean upon their holdings gf inyestment securities and
of bills of exchange. THs last-name ed item i1s not
commonly met with in lhc<nturn\ of Canadian banks.
When a bank in Canada fdisqounts a bill for a cus-
tomer it does so with the fhtention of holding the bill
till its. maturity.  In Engldnd a different custom pre
vails. But it applies manly to a class of bills- not
found in any volume in hﬁ\l\vr\ portfolios in thenDo-

|

as

minion. N

The :'\r\t-c]'a\\ bill .of exchange, as the British
bankers know it, ‘rln\ tvell rock-ribbed in the way
of safety and «»hvht
Toronto, Mong€al, or W !nmp('ﬂ' asks his bank for

sixty-day bill un [London tan hank gives him its own

draft at sixty days on |1- [London bankers. The

wholesaler then (nduhn ﬂr; bill over to-his European
creditor, who 1s like 13.1 a big exporter or manu
facturer. On its being nff(ﬁ‘uf for discount at a Lon-
don bank the bill will bear Hn names of the Canadian
the Iﬁ:n~|1 or Scotch bank that

accepted it, the Canadian} -\\h»\lmx]c‘ the European

bank that issued

exporter or manufacturer, ;nvl ;u-“m;} some Irrnxfw
cial or Continental Tmnkvri.z

In a London banking dt‘ﬁm' a close watch is kept
w1 the balance of cash in h*m« When it passes cer-
tain bounds a luﬁh of nﬂi is ln ught or discounted
But, in discounting thi l;:lh'h bills the bank does

not do so with the fixed ntix“w of holding them a

and then co :v‘4‘f}!1q tl 1¢m Custom in Eng-
m u o

land sanctions what is calfed pe-discounting. None
amon the strong C l”\‘h'iT' 1“]71]\ would think f

transterring 1 aAnd ‘I“' i'V\tli"':‘ n any of Z ~ lxi 1S |T;‘~

counted either bv wav of S!’" or as security for ad
e Fhat is only donelhyv Banks whos SCOMT
..... 1 e Cet S ‘(-ié aown e S ind |
1 1 1. *
n | 111¢ '\Qt”'!". ns
A | ¢ 1 rkéfl exikts wr these bills
I 1o ‘ he bankeflhvho has bought his bat
£ 11 Bt g0 . 1
wlls s ' his cash ba ,nc,- rynning down or some
heavy obligations maturéng., ‘]‘ selects fro his 1
i0 of bi hatch he discounts in the arl
His credit does not suffer W the process, for nearl
g ¢ 0 1ea
evervhbod: 15 the same 'I“'z It is recoonized tl
Nne | nt so jrfvest
r f 1 g
\ in S 8 s funds:ak« irege or small
A1l 4] has a ecti [5
o , 19 i
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But the bank's specie reserve 1n time of crisis would
be subject to demands irom other directions. The
t \':w}\ banks hold their reserves in the form ol
cash. balances in Bank ol England, call loans, bills ot

v
securities. Among these only “cash

exchange, and
time of stress without throwing

could be used 1n a
directly or indirectly a stramn on the Bank

land’s reserve \Were the joint

stock banks to call
their loans the borrowers who:were called we uld look,
them. to the Bank of. England to take them
over. Were they to re-discount or sell their bills «
exchange, the Bank of England would be looked t
jor the funds to take a great part of them up. And
or other securities, those

England

were ”11\' to sell consols
who pu irche 1sed would !’1\('::\ ask the Bank
to w:'.w'x its assistance.

That is how it is that so much discussion hinges
around the size of the bank’s reserve of coin and bul-
liop. Nearly evervbody agrees that it is too small
jor the work that is expected of it. The controversy
turns on the question as to, who shall bear the cost ot
strengthening  it. [he Bank of England people
argue that for its own liabilities its reserve 1s quiie
sufficient and that where it falls short 1s 1n respect
the liabilities of the joint stock banks ['herefore,
they say, the joint stock banks should pay the cost,
whatever extra reserve 1s required, aganst their own
liabilities. They should either hold a much
proportion of cash—and less in securities, bills or
short loans—or keep larger balances at the Bank of
England if they wish it to hold their reserves lof
them In this way the joint stock banks would pay

the cost, since their funds going to make up the extra

(‘.’(\Tf reserve would earn no revenuc

nt stock banks reply that the reserves they

. il ade 1 E
now hold are quite good; that they can, whenever

necessary, provide for their liabilities by calling loans

-~

and selling securities and that the Bank of England is

»
11 - - - v 3 ' ee | | .
inder a certain moral obligation to preserve financial

ranauilt because ,“- 1ts ;--'<;" State pPrin -“.‘,,\ one ot
which 1s its extraordinary monopoly of #ote-issuing
vl hes 1 }
o ey say, also, t f eacl i stock banl
) S A S rese ¢ \ ¢ SO 1 ¢
) \' o |
! N as to cause a S t 10 the pro
S ) Crease thelr ]‘. 11N« - ‘x ‘.""l '
ng ey biect that, were the i - there
A e thi r {0 re nt he jan ! } n n
) 14 qa
g S er cent, of the extra deposits it re
‘ ¢ I M D o fo e dis t 1 {
' ‘ 1o business of
) 1 1 1
e w nrobab be effected The
gian 1S a vavs been re to recoomze
‘e X F > abd 1 Y \'
stock banks re« gnize that
y 13 1 : e
¢ ¢ ¢ Dar f the yat f nrovidine
¢ S es Q hat
some plan will be
S¢ \ ¢ weld '}“l‘
\ ) wble to be used
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