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Forty-Eighth Annual Meeting -

of the Royal Bank of Canada

Sir Herbert Holt, President, Refers to Principal
Prctlems Canada Must Be Prepared To Deal
V7i‘h in the Post War Feriod.

Mr. Edson L. Pease, Managing Director, Deals

v7ith Marvellous Strides Canade. Has Made

During Past Year and Assistance Given to

t4he Co.crnment by Canadian Bankers' As-
sociation,

- C. E. Neill, General Manager, Fays Tribute
{v the Record of the Stoff of the Bank Over-
seas und Draws Attention to the Necessity of
Muking Provision For Them On Their Re-
turi.

M

The Forty Bighth Annual General Meeting ol the
Sharcholders was held at the Head Office of the
bank in Montrcal on Thursday, January 11th, at 11
o'clock .., Sir Herbert S, Holt in the chair

vk, WL DL Torrance acted as secretary of the

meeting and Mosses, A, Haig Sims and Alex. Pater
onas serutineers
The Directors’ Report was real by the General

Manaver, Mr. s Neill,
DIRECTORS' REPORT.

fhe Dircctors have pleasure in submitting to the
Jaireholders the Forty Seventh Annual Report, for
the year ending November 300 1916, accompanied
by Ui Statcoment of Assets and Liabiliities,

The assels of the bank have recently heen subjected
1o the ustad careful revaluation

Your Divcciors record with deop regret the death
of their Tute colleagues, Mr. Wiley Smith, His Honor
Licutenant Governor MacKeen, and Mr. T, J. Drum-
mond. Mr. Wiley smith and Governor MacKeon were
the Directors of longest standing, having served con-

tinuously on the Doard Tor twenty cight and twenty-
one veuars, respeciively. Mro Drummond joined the
Poatrd in 1909 The vacancies were filled by the ap
pointment of Messrea, M. B Davis and (o HL Duggan,
of Montreal, ana Mr. OO Blackader, of Halifax,

On October Hth last we concluded an agreement
with the Dircetors of the Quehee Bank to purchaze
e aasets of that Bank, for a consideration of 9,117
hares of this bhanl wnd $682,775 in cash. This was
catificd by the sharcholdors of the Quebec Bank on
the 25th o Noveinher, The approval of the Gover
HoFin-Codneil wies obtained in due course, and the
acsets were transforred on January 2nd. By this
purchase we have acouired on satisfactory terms,
assets approximating $22,000,000.

In addition to the thirty-five Quebhec Bank hranches
added to our list, oifices were opened during the year
as rollows: In ONTARIO- Church St., Toronto; in
NICW  BRUNSWICK- Buctouche, Richibucto; in
NEWEFOUNDLAND - [Heart's Content, Placentia; in
CUBA - Palma Soriano; in COSTA RICA--Limon; in
the DOMINICAN REPUBLIC - Sanchez, Santiago de
los Caballeros: in VENEZUBELA— Caracas. A sub-
branch has been opened at Keewatin, Ont.

Fiftcen of the Quebee Bank branches were clos ed
when the transfer took place, and our branches at
the following points were closed during the year:
I ALDBIRTA - Athabasca, Plairmore, Namayo Ave.,
ldmonton; in SASKATCHEWAN-—Luseland, in
ONTARIO- Dundag St., Toronto, Gerrard and Main,
Toronto: in  QUEBIC  Beanmont St Montreal,
Terrebonne. We have also closed the sub-brauches
at Bentley, Blackfalds and Peace River, West Side,
Alta., and Copetown, Ontario.  Sutherland, Sask.,
Branch has been changed  from  an independent
branch to sub-branch

The Head Office and all our hranches of the bank
have been inspected as usual during the year.

Your Directors desire 1o express their apprecio-
tion of the efficient manner in which the officers ot
the bank continue to perform their respective duties,

All of which is respecttfully submitted.

1. S. HOLT, President.,
1. 1. PEASE, Vice President.

GENERAL MANAGER REVIEWS STATEMENT.

The General Manager, Mr. (. 13, Neill, then refer-
red to the Annual Statement as follows:

The Balance Sheet before you is the best ever
submitted to the shareholders, and shows striking
progress in all departments of the bhank's business
during the past year.

Total deposits now exceed $200,000,000, the fin-
crease for the year being no less than §45,000,000.
42 per cent of the advance was in the Savings De-
partment. It is a satisfactory feature that these
figures include no large or unusual deposifs of a
temporary nature.

Our note circulation is approximately $4,000,000
higher, and exceeds the paid up capital of the bank
by over $6,000,000. The excess is covered by a de-
posit in the Central Gold Reserve.

Current loans show a moderate expansion. In
(‘anada the increase is $4,931,759, due chiefly to the
acquisition of new accounts, and temporary loans
to customers producing munitions of war. Com-
mercial loans §road are higher, on account of the
active demand in the West Indies in connection
with the production of sugar and other staple com-
modities. These loans will decrease substantially
during the next two or three months.

The liquid position of the bank has been well main-

tained, liguid assets being 53.24 per cent of liabili-
ties to the public, as compared with 49.03 per cent
last year.

The increase in investments represents subscrip-
tions to British Government loans, the proceeds of
which were to a great extent expended in this coun-
try.

Net profits tor the year were 17.87 per cent on the
capital, as compared with 16.48 per cent last je-ar;
or §.66 per cent on combined capital and reserve, as
compared with 7.90 per cent last year.

The year's remarkable results are attributed to
four causes prosperous conditions in Canada and
the West Indies, the advantageous location of our
hranches, co-operation on the part of the Directors,
and a Joyal and cfficient staff.

President’'s Address.

In moving the adoption of the Directors’ Report,
sir Herberi S, Holt, President, said:

In view of the comparative uncertainty with which
Canada necessarily looked forward to the year just
passed, it i specially gratifying to be able to pre-
sont so excellent a statement as that before you to-
duy. It undoubtedly excels any previous exhibit.
Our total assets bave increased during the year fifty-
five million dollars. Seven years ago there were
sixty seven millions; to-day they are two hundred and
fifty-three millions, )

In keeping with the fixed policy of the bank, the
ratio of liquid assets to liabilities to the public has
been maintained at a high percentage. The rate
at the close of the vear was 53.24 per cent against
49,02 per cent at the end of the previous year. No
matter how rapid the bank's extension, we hava not
in the past departed from this cardinal principle,
and we do not intend to in the future.

We are not singular, however, in respect of the
vears' growth. The wondertul prosperity of the
country was reflected in the assets of (‘anadian banks
in general, the total increase amounting to two
hundred and fifty-five millions. This prosperity i«
not confined to those engaged directly or indirectly
in the supplying of war materials. It is widely dif-
fused, as may be seen by the record bank clearings,
the congestion of railway traffic, the general ac-
tivity in every department of wholesale and retail
trade, and the great volume of exports. Labor is
scarce and never commanded higher wages. Com-
modity prices have attained a level comparable only
with civil war times in the Uhited States. The
following is a statement of some present prices com-
pared witlt those of twelve months ago,

- 1915. 1916.
Wheat. per bushel. . .. $1.00-$1.10 §$1.70 (av.)
Copper, Ingots, per 1h. .. .. .20% .31-32
Pig Iron. per ton .. .. .. ..25.00 41.00

Steel Billetsce, per ton.. s 50.20
Steel Rails, per gross ton.... 28.00
Structural Steel, per ton—bars.54.6 76.20
Structural Steel, per ton, plates.56.00 99.00
Structure Steel, per ton, shapes.48.40 77.60
Staple Cotton, per lb. .. .. .. .12

Wool, per Ib., Lincoln Clothing. .38

Wool, per lb., South Downs... .46

Wool, per 1b., Merino.. .. .. .. .70

Sole Leather, per 1b. .. .. .. .41 i
Print Paper, per ton .. ..40.00 60.00
Wood Pulp, per ton .. .. .. ..15.00 40.00
Sulphite, per ton .. .. .. ..38.00 100.00

The list might be extended indefinitely. Abnorm-
Lilly high prices are enriching the producer and
manufacturer. but profits are not so large as might
appear on account of material increases in the cost
of production.

Post-War Conditions.

Meanwhile, the liabilities of manufacturers and
others to their bankers are greatly reduced—in many
cases wiped out—and large credit balances created.
This is a very satisfactory situation, as working
capital now accumulated will be of great utility on
the return of peace. We should bear in mind that
there is no permanence in war prosperity; that it
is war business which has so accelerated the wheels
of industry; and the termination of this must react
on industrial activities with far-reaching results.
Factories employed exclusively in this connection
will close down. Kindred industries stimulated by
high prices will suffer by the establishment of more
ordinary cenditions. Exports will decline as Europe
imports less, and commodity prices will recede.
l.abor will become a glut on the market, aggravated
by the return of soldiers in large numbers. All this
appears certain to follow the establishment of peace,
and the longer the war endures the more drastic will
be the depression, because of the greater economic
exhaustion of Kurope and the effect upon her buying
power. We have already seen the stock markets
convulsed by a most improbable suggestion of peaace.

However, after the first shock of readjustment, we
may expect a great demand for our farm products,
building material, farming implements, etc., etc., in
the rehabilitation of Europe. Pending this demand
and in preparation for depression in business that
must ovcur the prudent man will put his house in
order.

The war s now in its third year and prospects of
peace in the near future are not bright, but the peo-
ple of Canada are increasingly determined to help
at any cost to bring about a complete victory for
the Allies.

Quebec Bank.

The Quebec Bank, incorporated in 1818, whose
assets we have recently acquired, was one of the

oldest banks in Canada. TUntil a few years ago fts
operations were confined to Ontario and Quebec—

principally to Quebec, in which province it had a
valuable connection. As we had very few branches
in this province, the acquisition of their connection
was specially desirable. Our branches now number
over 400. The fifteen Quebec Bank branches closﬁd
hy us were located mostly in leading western cities
where we are duplicated, and the resultant saving
will be considerable. The closing of these offlce;s
gave us over one hundred men. of whom we were in
great need to supplement the staff at other off.icgs.

You will be asked to-day to pass a resolution in-
creasing the number of directors from seventeen to
twenty, in order to include three of the Quebec Bank
Directors.

You are aware that the capital was rounded off to
$12,000,000 during the year by the issue of 4,490
shares allotted to the shareholders at par. The is-
sue of shares in connection with the Quebec Bank
purchase has placed it again at an odd figure, name-
ly, $12,911,700. As the outstanding circulattion of th‘ls
bank and the Quebec Bank at the highest point in
December last was approximately $10,000,000 in ex-
cess of the present paid up capital, it may become
expedient to increase the capital further. It is ex-
pected, however, to make no issue before the end of
th war, or until conditions warrant an increase on
terms favorable to the shareholders.

Last winter six of your directors, including the
Managing Director and myself, made a tour of inspec-
tion of our branches in the South. None of us had
previously visited any branch south of Cuba. We
returned most favorably impressed with the excel-
lent connection acquired in Cuba, Porto Rico, Santo
Domingo, Costa Rica and the British West Indies
by. many years of patient work. It was distinctly
advantageous to obtain a personal knowledge of
local conditions, and to meet our leading customers.
We were pleased with the buildings erected by the
bank and our locations in general and were happy
to learn that the bank is held throughout the South
in the highest esteem.

We also visited the republics of Venezuela and
(Colombia. Since then we have opened one branch
and will open two others forthwith in Vene-
szuela, where the outlook is promising. We
were gratified to receive from Viscount Grey, the
late Foreign Secretary, his approval of the estab-
lishment of branches in that country, and a promise
of support from the British Government.

Managing Director Deals With General Situation.

In seconding the motion for the adoption of the
Directors’ Report, Mr. T. L. Pease, Vice-President
and Managing Director, said:

“The President and General Manager having re-
viewed the bank's position, I shall regr briefly to
some aspects of the general situation. The financial
and economic strength developed by Canada since
the beginning of the war is little short of marvel-
lous. In the first 17 months she evolved from a
debtor to a creditor country, with a balance of $206.-
706,000 in her favor. In the past twelve months the
balance has reached $329,000,000. More remarkable
still is the transition from an habitual b rrower in
London to a lender to the Imperial Government, co-
incident with the raising of large domestic loans.

In July, 1914, before the war, the percentage of
liguid assets of the rgsociated banks to their lia-
bilities to the public, as it is commonly determined,
was 43.34. On November 30, 1915, this percentage
stood at 50.85, and no November 30, 1916, at 57 73.
During the period between November 15 1915, and
December 15, 1916, the Dominion Government float-
ed two domestic loans of $100.000.000 each, the
first of this character put out in Canada. The banks
underwrote $25,000,000 of the first loan and $50,000,-
000 of the second, but were relieved of the latter
underwriting as public subscriptions aggregated
$200,000,000. Despite withdrawals of savings for in-
vestment in these loans, and the fact that during
the same period the Canadian banks advanced the
Imperial Government $100,000,000 (expended for
munitions of war in Canada and still current), their
combined deposits on November 30th last were $232,-
000,000 greater than at the beginning of the year,
and the liquid percentage was higher. Of the in-
crease in deposits $122,000,000 was in the Savings
Department in Canada. This extraordinary showing
is due to large expenditures for munitions; to a rich
harvest; to the sale of surplus wheat (estimated
at 230,000,000 bushels), from the previous year’s
bumper crop at very high prices; and to the sale in
the United States of $75,000,000 Dominion Govern-
ment and $75,000,000 miscellaneous securities. It is
probable, however, that a large proportion of these
security sales represented renewals of obligations.
Be that as it may, the accession of national wealth
has been great,

It was a wise and courageous departure of the
Government to take advantage of the great improve-
ment in the monetary situation in Canada to float
internal loans. The vigorous response by the pub-
lic was a general surprise, both offerings being sub-
scribed for twice over. The benefit of the invest-
ment of the country’s savings in our own Govern-
ment bonds is obvious. It is estimated that not over
$35,000,000 of these issues went to American inves-
tors. Another notable feature of the times is the
loan of $100,000,000 made by the associated banks
during the year to the Imperial Government on
Treasury Bills at twelve months’ date fqor the pur-
pose of purchasing munitions. Since the close of our
fiscal year $20,000,000 additional at six months’ date
has been advanced by a syndicate of six banks, in-
cluding ourselves for the purpose of buying
wheat and storing it over the winter. A
further munitions credit of $50,000,000 __aving a cure
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