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“tomed to such work’ are better than Government
sexaminations, where the examiners, as a rule
ssecure their appointments  through political -
“fluence without regard to their previous training
‘or experience and where the Governmental head
“of the Banking Department secures his appoint-
“ment in a similar manner.  The result is that such
“appointees frequently ‘strain at gnats and swallow
scamels’ 1 should think that mternal nspection
“of branches, such as 1s now conducted, along with
“compulsory external periodical inspections of the
“head offices by competent persons accustomed to
“such work and duly authorized under licence from
‘he Government to  perform it would cover the
“necessities of the case m Canada.  Great catas-
“trophes i banks are almost invariably due to the
“operations of or mismanagement by head office
“officials and seldom or never to the conduct of
“the business of the branches by the branch man-
“agers or agents. It would, therefore, seem proper
“that depositors and stockholders should have the
wassurance afforded by an external check on the
general management.”  The above is of a recent
date and is Mr. Forgan's latest word on the sub-
ject. 1 commend his opinion to your special atten-
tion, and to the attention of all interested in the
subject,  Mr. Forgan knows Canadian conditions
by experience.

An audit by a Board of Auditors established by
Act of Parhament, m my opinion, could not be
regarded as a suggestion of a mutual guarantee of
deposits.  Tf that objection exists, it must be due
to the proposed election of the auditors by vote of
the general managers, in which case it may be dis-
posed of by having the auditors appointed by the
Tudges of the High Court of Justice, as suggested
by an eminent King's Counsel.

H. C. McLEoD.

I
A YEAR OF BANKING EXPANSION.

—~Position Contrasted with that of last Year
and Two Years Ago.

The most ecursory examination of the December
tatement of Canada’s chartered banks, makes clear
that 1000 was a year of steady panking expansion for
the Dominion. Current loans in Canada increased
by $2,500,000 during the month, the year-end total
being almost §503,000.000-2 record showing., Note
cireulation naturally fell off with the slowing-up in
crop moving.  While demand deposits decreased
during the month, as is usual during the Christmas
trade season, savings deposits increased by nearly
$6,000,000 to a total of almost half a billion dol-
lars—an effect largely of proceeds from crop sell-
ing. The increase of well on to $6,000,000 n
Canadian call loans indicates the banks' confidence
in the general soundness of the local market posi-
tion—though, during January, increasing needs in
other directions have led to some signs of mone-
tary tightening in this connection.

The December total of domestic current loans and
discounts was nearly $503,000,000, i against $507,-
000,000 at the close of February. The year-end total
was $81,000,000 greater than at the close of December,
1908, and actually some 86,000,000 greater than the
previous high-mark in Canadian banking history,
which was reached at mid-year 1907.
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Contrasted with 1907 Position.

But while current loans in Canada are now
greater than in the heyday of 1007, the general
banking position 1s a very difierent one. Loans
of all classes are now almost $840,000,000-—ver
$120,000,000 greater than two and one-half years
ago. For the most part, « Ol loans abroad make
up the difference.  These totalled $138,500,000  at
the .\'l‘(lr‘~ close, or about $85,000,000 greater than
at midyear 1907, In con iderable measure these
are reserves available for transference to Canada
as domestic needs increase with business expansion.
Not only have the banks' fuuds held in this form
increased notably, but in the two and one-half
vears there has been an increase of well over §30.
000,000 in vault cash, and a gain of nearly 820,000,
000 in bank balances abroad —not to mention an in-
crease of over $10,000,000 1M the banks' security
holdings.  So that, altogether, banking resources
are nearly $130.000000  greater than  they  were
when commercial accommodations in Canada were
near their present volume, back 1007.
Putting it another way, the o mbined reserve ratio
of the banks (by the following computation which
climinates principal inter-hank items) s 20.32 per
cent. as compared with 18.57 per cent. at the end
of _hxm'. 1607, The hizh-mark for this ratio was
reached in August last when it exceeded 31 per cent
T'he year-end'’s expanding husiness needs, resulted n
the more active employment of surplus funds,
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*#This item i9 deducted because it represents obligations
of the banks held by themselves,

Influx of Capital from Abroad.
This notable increase in  banking strength
is correspondingly reflected 1 the recent growth
of deposits, At mid-year 1007 deposits by the public
(including government) at home and abroad totalled

somewhat over S0(1,4,000,000, while loans ayge M_:.x"'\
about $717,000,000 loans being 833,000,000 11 €X
cess of deposits, At the close of 1900 deposits agat

loans of all classes

gated over QR(R.000,000, W!
were S83R.000,000; 50 that loans were ahout 830,
000,000 less than deposits A steady influx of out-
side capital— from vestors and immigrants -has

added notably to Canada's banking funds. ) the
185,000 unmigrants coming mto  the country
this year about hali are from the United States

—most of whom are well-to-do farmers and their
familics, whose capital will run anywhere from




