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- with an interest in their town and amxious to

the opin- -

iew of us ¢an‘afford'se p
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importance that
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system !
than -that ‘of  Canada. iTe very' few
things in ‘this world, however, that are alto-
gethe.r« free £;‘om defeets, -and the method: of
carryipng on. bankingiin Canada is not, onetof. .
them;'.{;:f V‘[het;hetlf the ‘disddvantages . 6utwe{gh
the advantages is a moot point. A

-

As I stated in my'last asticle; “The Powers -

and Business of Canadian Banks,” banking in
Canada'is done upon the plan commonly call- -
ed ‘the “branch. bank ' system. - This system,
though it has: many- good points, is'ih sorg
particulars ‘one of the worst-methods of bank.

ing extant. It was mstalled on the theory tHat -

having the ready money of the country in the
hands of a few large banks with branches scat-
tered over the Dominion, money could be

rushed to any place where the deposits did not .

equal the demand for loans. .But-is this theory
ever used in practice?  Have they ever rushed
money from Montreal or Toronto to Victoria,
Vancouver, or. any other Western community
where it is badly needed? No! On the con-
trary, mosey is sent from the West to Toronto
and Montreal,” and most of that not loaned
there 'is passed on to New York for specu- -
lative purposes. In fact, as it has many times
been stated, the banks of Canada are not a
reservoir from which streams of money are
dispersed to all parts of the country for the
use of the manufacturer, but are suction pipes
draining the country. of its money and making
the few richer and richer. ; .

The working of this system provides V_th'at £

all moneys deposited in a branch and not need-
ed for the use of the till shall be ‘shipped to
the head office, and, as in the whole of Can.

ada there are only twenty-nine different bank- *

ing institutions with about twoe thousand three
hundred and thirty branches, each one of which
has to despatch the ‘money: 16t needed for im-
mediate payments out of the till, to the head
office, the method of (banking constitutes a

tremendous-drain on the ready money of the -

outlying communities, - The branch banks in °
British Columbia ntimber ome hundred and
fifty one, rione of them having their headquar-
ters in the province, the Bank of Vancouver,
which recently commenced Business, being the .
only true British Columbia institution. ~

This ship})ing of the readv. money of the

country to the several head offices (most of .’

them in Torontae and Montreal) places it un-
der the control of a few Easterners, which ac-
counts for the unreasonable amount of Can-
adian money loaned to foreign enterprises and
speculations. During the great financial strin-
gency of 1908, the Canadian Bank Statement
for January shows that $38,000,000 was de-
spatched to the aid of Wall Street, thereby
working great hardship upon the people of
Canada, who were in need of funds.’ It was
during that period that the Canadian Govern--
ment had to go to the aid of the farmers of the
Middle West, lending them money which the
banks in-the ordinary course of their buginess
should have done. In one of the largest cities
in" British’ Columbia it was impossible during
that stringency to obtain loans from any of'the
banks, although in the branch of one bank.
alone. certain people, after depositing in the
savings department ‘to. the limit allowed by
law, had for investment by the bank a further
sum aggregating upwards of two-thirds. of a
million dollars: - When corporations and men
of integrity and of the highest financial stand-
ing.applied for loans; they were met by’ the
statement that the manager's power to make’
loans had been suspended by the head office
until; further notice. It appears to have been
the same with all the banks. Later it was
learned- that British Columbia money (badly
needed locally) was being used in the East,
_This banking system' which forwards most -
of the money of the branches to the head office
is open to further criticism in that it retards
the even development of a country.. The o%w
industrial and commercial projects which are
in a favorable position to obtain the-toans
cessary for their institution and’ develdp
are those situate in or near the headgya
of the banks. The consequefice is that in Ca
ada, with a’population of six or seven million -
inhabitants, there are two great cities in or sur-,

rouriding which is a commescial and industrial *

populdtion ;
control the trade and ¢arr
manufactures ‘af ‘the country.
branch:system is. furths n ,v
tralia, which has also a branch bank system,
where, out of a population of a little over four.
millions of pcopg more than a million of these
o2 congregated in of ab
Melbourne and ;S:gp
ated to themselves a stil
the trade and mamifactu

of over one .million people, ;who "
d, carry an the princip:

L the great cities of
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see it flourish, A man applying for-a'loan is
personally known to 'the}}:gmng :
help him as’ well as maké money for them-
selves. Under the branch bank system as car-
tied on in Canada, the branch manager is only

nominally. manager, and has no interest in the -

city wherein the branch is situdted, for.it gen-

erally happens that as sagn asthe-has had time *
-to,-become well acquainted, the -héad office
.transfers -him’ to another ‘e¢ity: The-branch
» «manager is forther crippled by ‘bemg unable

to. make.a loan of any ‘magnitude without a

‘consultation withthe head office in Toronto or
‘Montreal,:as as the case: may be: This means
«at least.a week’s delay to Westerners, and
there are hundreds of men-in Canada who have
lost d‘oodAbusiness opportunities ‘because the
hea '

‘office could not see fit to 'make a.loan on
the recommendation of its branch manager, or

i L

-association .draws

and they wish'to - “chargesitg be

‘the close bond ‘in

duly incorporated by act of. parliament. - The
) a*schedule of certain
by ‘theCanadian barks,
ion impossible. To show
which the Canadian banks
are united, F:will gttote the words of Mr. X,
formerly manager of a bank doing busfuess in

thus making c

“Dawson City durigg the Kiondike boom :

“Dufing’ the rush,” said this gentleman,

“the banks having branches in the Klondike

did business“at an enormous profit. ‘When I
had charge of the/Dawson branch orders came
from headquarters to charge 32% discount for
loans.” ? ;

- “I suppose ym'x‘_ai»dr;'t do much business at
that rate?” said a friend. A borrower would
only need to step aersss. to the ‘bank to
get a loan at normal rates™ * fis

“They could do no better for him at the

&k
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er who has not been heard of, and in respect of
whose account transactions have cedsed to take
place for a period of years; say, ten. Several
of the banks have unclaimed deposits, 'some of
which amount to over $10,000, and have heard
nothing of the depositor for ten: or_ twenty
years. A few’cases have happened where large
‘sums of money have been paid into a bank in
one deposit, and the person who made the de-
posit has entirely disappeared. It is true that
there is a clause in the act calling for a yearly
return. to the Domifiion Government, showing
all dividends which have remained unpaid for
more than five years and all -amounts or bal-
ances in respect of which no trensactions have
tgken'pg'ace, or upon which no interest has been
'paid during the five years prior to the date of
such returns ; but the act should go further and
provide for.the paying over.to the Government
of such moneys for the use of -thecountry,
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{:mﬁi;‘d-qu a loan too late to materially im-

?t‘qyd";hev condition of the borrower..

e Ay -certain - prominent “bank ‘manager ‘' to
whem the above facts were statéd, said that
t1iS trwe that the only businesses having a
‘gobd opportunity to borrow money from the

banks of Canada are those established in or

ear’the cities of the head"offices.":T He people
of Vanconyer lately recognized this, and as a

. result the Bank of*Vaneduver has been incor-

porated; ' “although « Vancouver “*has 'ﬁranch
banks upon. nearly everyistreet corriér-in the
business quarter: of -the city.. ‘The only ton-
clusion ‘that can be drawn is that ‘the strong
and even development of all. parts. of ‘a’coun=
try may. be.attributed in a.great measure to a
wise monetary system which retains the sar-
ns wealth of each section of a country for the
- development of that section; instead. of.
itting it to be drained off for the benefit
the older and stronger communities. -
Any banking:systern like the Canadian sys-
ust provide for an incorporated central
g board to mandge. the consolidated
g fmterests. It is’a.parf of the System.’
anada this body is known as the Canadian
s’ Association, composed of representa-
om each of the twesty-nine bahks and

i ;

.’ answered the manager ; “we all charged
the same rates.” | . - ki :

. Here we have clear evidence of the combin-
ation which can be effected under the Canadian

" scheme of banking, and which is making the

banks so autocratic, by préventing them from
being ‘tanght by- competition tor respect the
wants of each community.’ The population of
Canada,_ has increased-enormously during - the
last ten years, and this should searrant the es-
tablishment, of ‘more banks; but the Canadian
institutions are practically the sas 1 in number

as they were two decades. Why?' ‘As soon as -

a new bank has déveloped one of the older and

stronger banks absorbs it, and’cotfipetition iis-

nipped’ in the bud.’ This’ amalgamation, be-
sides lessening competition, means cartailment
of banking facilities to the; public; for duplica-
tion of branches is bound (ogocn’ur. “When the

Royal Bank absorbed the Union of Halifax a.

few months ago, ten branc 1es had to be closed
through duplication, and this is bound to cause

the lessening of monetary advantages -in ‘those*

places where duplication occurred, ;
“A serigus defect in the Canadian Banking
Act is the lack of a clause compelling the banks

to hand over to the Government all moneys"
_which are.

ingthe bank to the ereditiofa custom-

o

rather than leave it under the control of private
corporations:’ If a claimant appeared for the
money the Government could hand it over to
him upon satisfactory proof of his right to own-
ership. LR a0 S R

A few words as to inspection:  If we look
over the history of Canadian bank failures,.we
find-that none of the banksshave met with dis-
aster suddenly, but, on the contr ry, the
process has been’ gradually brought “about by
resorting to malpractices in the hope that
thfough ‘some lucky turn enormous profits
would be gained. ' The only safeguard the
shareholders have against such practices is
the provision in the Bank Act providing that
information shall be given to the Government
by the banks themselyes'as to the*condition of
their affairs; experience ‘has shown that in
some cases the bank returns havé beer inac-

_curate to a startling extent. Outside of these

returns there is no method of inspection where-
by the ‘interests’of Canadian bank*sharehold-
ers.and others interested in such corporations
may be efficiently protected; although several
times clauses providing for public bank audi-

_tors and'insgfgtors .have beén introduced in
“the "House . , T
. acheme has: been successfully opposed by the

- Commons, 'Each time the

&
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bankers, on the ground that it ‘would be abso-
lutely impossible for any inspectar or auditor
to make a reliable estimate of the ‘assets of a
bank; they arguing that an inspector ¢6uld not
ascertain the real value of the ciistomers’ pa-
per discounted by a bank, or even trace or
count the cash; that an inspection of ‘accournts
without a valudtion of assets would be worth-
less, and that itiwould be impossible for a
Government ingpector. or auditor properly to
inspect a Canadian bank on account of its
many branches and the multiplicity and vari-
ety of the commercial paper in ‘its assets.

" Many persons, they say, would make déposits

upon the faith of an official report which would
be morte or less illusory. It is better, in their
opinion, to rely on the careful organization of
the bank, the vigilance of the directors, and the
inspection by trained men of its own staff tray-
eling from branch to branch and reporting

,to the general manager. Why a Governmient

inspector cannot do this they fail to explain.

Mr. McLeod, the general manager of the
Bank of Nova Sé¢otia, recently resigned his
position in order to work in the public’s inter-
est.and call attention to the necessity of a sys-
tem of Gevernment inspection of chartered
banks. He has issued a pamphlet treating of
banking abuses through lack of inspection, and
setting: out ‘the procedure whereby he would
remedy them. It is submitted, however, that
his proposals do .not go far enough. His
scheme is. that a board of fourteen auditors
(four-of whom shall form a quorum) shall be
appointed by the Bankers’ Association, and
that the board so appointed shall make an an-
Qual inspection of each bank, and if, in such
audit, the annual statement to the shareholders
is found to be a fair and conservative repre-
sentation of fhe bank’s condition, the chairman
of ‘the Board of Auditors is to certify it, and
no statement is to be issued without this cer-
tificate. ]

One of ‘the particulars in which Mr. Me-
Leod’s scheme falls short is that it does not
propose to give the .inspectors power to ob-
tain information under oath from the officials
of the bank. “In England, where, by a statute
known as 25-26 Vict., c. 89, s. 69, a special sys-
tem of inspection of limited banking companies
is provided for, the provision giving the in-
spectors power to put the bank’s officers upon
oath has been found necessary in ordér to of-
able them to make their work:of inspection
thorough*and effective.

Above has been set out the impressions of
the Canadian banking system gained\from the
viewpoint of a fault-finder. Perhaps, after all,
it is not the system which.is at fault, but rather -
the method of carrying out the system.. Per-
haps the seeming faults are really blessings in
disguise. Perhaps But that T will leave
for the reader to judge after perusing the next
article, portraying the benefits which have
accrued to CGanada through the branch bank
system. o
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A HINT TO ASPIRANTS.

Twelve months ago aviators were cone
gratulating themselves that such rapid progress

.was being made in the art of flying with, rela-

tively, $o few disasters. During the past few
weeks of the present season, however, there

has been a deplorable increase in the number
of accidents, a large proportion of which has
been fatal.

The cause is to be found, we believe, partly
in the use of greater horse-power and higher
speeds, which subject the aeroplanes to cor-
respondingly large stresses. It goes with-
out saying that when the engine power is in-
creased, there should be a careful recompu-
tation of the strength of the whole machine.
The increased thrust of the more ‘powerful en-
gine makes itself felt throughout every part
of the framework, and results in higher strainsg
upon every strut, tie-rod, and lever, and upon
cvery square foot of the supporting and con-
trolling sur(aces.

That the growing confidence of the airman
is leading him to subject his machine to more
strenuous usage will be evident to any one who
watches the feats of such an expert, say, as
Hamilton; and it is questionable whether even
he realizes what severe strains his machine is
being put to by the short turns and suddenly-
arrested g'ides that form the sensational fea-
tures of his public exhibitions. The many fatal
accidents certainly suggest that in some res--
pects: we have been advancing too fast;.and
this is particularly true with regard to those
enthusiasts wno are building new machines and
taking them out for ‘trial without the neces-
sary careful examination and overhauling. The
laws ‘of nature are inexorable, and they forbid
that any inexperienced person shall take two or
three planes, an engine, and a propeller ; throw
them hastily together in imitation of some suc-,
cessful machine; wheel the thing’out into the
open, and launch .it into the air. with reason-
able hope of anything but swift disaster. The
beginner should remember that such a veteran
as Capt, Baldwin spent many days of experi-|
ment in.running his machine over the ground’
and becoming familiar with it before making ;
an attempt’ at actual flight. If the amateur
were content to make haste slowly, the list of
fatalities .and painful accidénts would be very!

‘materially. reduced.

Before building an aeerbplane he should
study an engineering text-book on the subject
in order to learn the stresses to which such a
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