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«lii 'Sr Francis Hincks was strongly bent

\ deputation of the Ivailing hankers met ai 
1 >ttawa 1,1 resist mu It a ehange. They differed widely 

«hat viinstitutes an "adequate reserve." the hnsi 
.( each hank represented probably being unlike

Hut their tma

I Ml
the nulli.*ls rnt|ili>yeil for securing htisiness have 
tieen inaile a matter l"r the Association to ileal with, 
ami unless the hanks lieconte less active, ic van agree 

reilistrihutiiin ni territory. the growth of vont

<v1n hiv.i
a> toi 111m mi a

Iietitiiut threatens to ilistttrh the harmony «liiih has 
always characterized the meetings of a very mi|iortant 
1xk|v. However, this emulous contest for htisiness 
will probably result in the ultimate disappearance of 
weak ami tnisurvessful institutions, ami |navc the way 
to the same amalgamation of financial interests which 
is fast reiluving the nuniher of hanks in < treat lîritain 
The htisiness of the I lonimi. 11 vouhl he more safely 
ami evonoimvall) ciHiihlvteel hy a few strong hanks 

branches, than hy the many institu 
frequently voni|ilain of the

111» <
in it* condition* to that of othvrs. 
nimitv in .immsing the imposition of any legal ohliga 

• maintain a s|H-vifiv am un, of reserves kille,I
effort was

:1 til HI to
the scheme. In iHqo another strenuous 
mailv to get “fixed reserves" cmlmdicd in the present 

with the Finanve MinisHanking Net. I lie contest
keen that the hankers appealed to the whole 
The result was that the hanks were left free 

their own business without being con­

ter was so 
Cahitvt
to manage
trolled by any regulation as to their reserves, wluvli 
would have hampered their operations, and reduced 
the capital availalde for the active business of the

with numerous 
lions whose managers so 
mischievous effects of hanking competition.

country.
t if course, what is a strong reserve to one bank 

he a weak one to another. The only fair, rationbank reserves. may
al, and proper statement of a hank's (losition is to take

Hut even in times of
Are They Adequate ?

it in all its available res: urces.
hank should fol•prosperity such as the present, every 

low the path of prudence, and not permit critics to he 
aide to say aught about “inadequate reserves.

The object of what is called "a reserve" when it is 
applied to the cash resources of a hank, is to provide 
for some exceptional demand for money, such as that 
caused by a withdrawal of deposits or a flood of notes 
for redemption. The latter contingency is exceeding 

In regard to the former, a reserve which

o
wliat amount "f cash a hankThe question as to 

ought to have on hand to men the contingencies f 
Us business is one that is not capable of being decided 
dogmatically. Hie ordinary conditions of each hank 
in this respect differ very widely. Tilt we conditions 

under the daily observation of the general man 
It is one of his functions to watch the ehh and

are I y remote.
had to he maintained up to a fixed percentage of lia 
1 >ilitics would he useless in case of a run for deposits. 
It will he easily seen that at the only time when it 
might he regarded as a valuable provision and safe 
guard, such a reserve would he entirely useless, it 
would he locked up ill the treasury vault, hy order of 
the (Hivernaient. when customers were clamoring for

ager
flow of the funds ..( the institution he controls, in or 
der to make the most Use of the same for active cm 
ployment while at the same time keeping available 
amply sufficient for the calls that are liable to he made 
111 the ordinary course of htisiness. and to have re 
sources for times of emergency, 
theory was advanced that each Canadian hank should 
he compelled hv law to hold an amount of cash up to 
a certain percentage of Us liabilities, much higher than 
What they now have on hand. It became a question 

hanks should so regulate their affairs as 
out the oh-

Soine years ago, a

it. So that, instead of a lixeil or compulsory reserve 
, f cash being either added strength to the hanks or a 
protection to dejMisitors, it would weaken the hanks 
hy causing a lot of money to lay idle, earning nothing ; 
it would reduce htisiness hy creating an artificial scar 
city of money; it would keep up the rate of interest 
beyond the normal figure of a free market; and it 
would absolutely lessen the protection to depositors 
by locking up funds which, if left free, would he avail­
able to meet their demands. A column in the month­
ly returns rendered hy the chartered hanks to tiov- 
miment giving the amount of "immediately available 
resources" would he useful. In order to show what

whether mtr
to enable them most efficiently to carry 
jcvls for which they obtained charters, 
normal condition -f htisiness, or whether they shimld 
he constantly guided hy a l-'hcy only necessary 111 
tunes of extreme financial disturbance. We venture 

that the whole financial affairs of the I fomin 
ould have been paralyzed, and the growth of 

retarded if the hankers had every day to

under the

1
to say 
loll w 
business
pursue the policy then advocated of being at all times 
fully prepared to meet such calls a* only collie in 
times of panic. Util it was never contemplated that 
the reserves held by our hanks would he permitted to 
become so inadequate to what prudence would sug­
gest as safe and proper, as they are in some instances

proportion of their deposits are held hy the hanks in 
specie and Dominion notes, resources which are ini 
mediately availalde, we have prepared the following 
table:—

As lit list August, 1 iVyy.
Hanks with Hi ah Ukkk ks in Oikhkc.

Deposits on Demand...........................$52,75q,<xx>
Dqsisits pavable after notice .. ,. ((K.cxpt.iKxi 
Specie and 1 fomin ion Notes

at present.
An attempt was made in 1K711 to compel tin banks 

to hold alway s a fixed percentage of resources to lia 
hililirs. 12,784,000
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