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(iii) Caepital and inner reserves

The law should not, contain minimun
1egislation since a formula

capital to asset ratios

Such -
as those in present loan and trust company

e
quate for some institutions will be inadequa’ce for otherse Rather, the

¥ g : g
Whorities must ensure bthab each jpstitution maintains adequate capital for

its
particular circumstances (ppe 176> 383-6)

there 18 @ case for allowing

The Commuission pelieves that
banks :
ing institutions to accumalate t but recommends

t 2 .
hat. the present.,varia.ble ratio be replaced by a fixed maximum percentage
e separated. 1t does

and
that specific and general con’o:‘i_ngency resexrves b

Y see any compelling argument against disclosure of these amounts, and
Tecommends that at least The combined reserves and annual loss figures for

al
1 banks be disclosed (PP 386-9)

It is recommended ghat the present restrictions on the par

e removed put the present provisions

va
lue and issue price of pank share® b

X i i gt hareholders should be
lating to issuing share® py rights 4o existing 8

would be to leave each bank free to split

ained (pp. 143-4)s - TO° effect

its stock and set the rights price of ite

pank capital

ghares closer W the market; this

W would not affect the share-
ould reduce the dilution of .

holders equity in e jong TUR
The presen’o prOhibition on
made for gmaller loans to individuals

banks lending against bank shares

is sound, but exceptions might be

1

ing ;matitutione will

(. :383).

gince all
ahould all be subject to the

reserves be held at the Bank of Canada
for 8% cash reserves against demand

ple on shorv notice, 4%k reserves against all

S gemnd
liabilities and £hos® 5
s with original terms up to one year and no
genuine notice 1iab tie
Lerm jiabilities. These requirements would enable



