
THE CHRONICLE. No. 3. 77Montreal, January 15, 1915

The members of the staff now number 3.536, a slight 
decrease from the figures of last year. but. with the decline 
of business, sufficient to equip every department efficiently. 
We Include In this number those on our honor roll who 
have temporarily left our service at the call of duty. We 
have given leave of absence to these officers on terms 
which should be very satisfactory to them, and It will be 
our pleasure and duty as far as possible to reinstate them 
when they return. Between 326 and 350 of our men have 
volunteered for military service of various kinds at home 
and abroad, besides very many others who are preparing 
for any emergency during the continuance of the war. 
This contribution of men and money and, what is more 
important, the loyal spirit manifested throughout our ser­
vice, are creditable to our staff and to the Bank.

In reviewing the past year, we cannot but be impressed 
with the fact that Canada has had a remarkable escape 
from untoward disaster in financial matters, and we should 
realise that worse might have been our fate. With a cour­
age begotten of experience, we shall face the future with 
lull confidence that much good will eventually come out 
of the present situation.

The President then said:

in the war, but to a very large degree between neutral 
countries and those at war which were blockaded by the 
fleets of the allies, and the breaking down for the moment 
of all dealings in foreign exchange, letters of credit, and 
in the vast number of credit arrangements existing between 
banks in different countries throughout the world. This 
paralysis affecting for the moment a large part of the in­
ternational trade of the world estimated at about forty 
billions of dollars annually, and also disturbing countless 
millions of domestic trade in all leading countries, was 
nearly universal in its effect merely btrauae London, the 
great power house of the world, had to pause for a few 
days in order to consider how the new conditions were to 
be faced. I need not tell you w hat was accomplished In the 
way of remedial measures by the wisdom of the British 
Government and the leading bankers, merchants and men 
of affairs generally, but the few words which make the 
sufficient defence of the Chancellor of the Kxehequer are 
pregnant with a meaning which cannot escape the historian 
of British affairs for centuries to come. He said : “There 
is no doubt that we have, I will not say. departed from any 
principles which have been accepted in this country, but 
that we have undertaken responsibilities which no Gov­
ernment has ever been called upon to undertake in the 
past." In the report of our London manager, which appears 
in our Review of Business Conditions, a most admirable 
summary is made of the various events in London bearing 
on the finance and trade of the world. I11 our own country, 
while the Issues were smaller, they were of the most pro­
found importance to us, and we can never be too thankful 
for the high Intelligence and the quickness of action of 
our Minister of Finance. Our gold supply is not Important 
in amount as compared with that of the greater nations, 
hut its preservation is vitally important to us. To convince 
people that the hoarding of gold was unnecessary, and In 
any « vent to mak * It m arly impossible, was part of the 
task here, as it was in England. One of the most effective 
means of accomplishing this was. as far as possible, to 
make sure that the inevitable result of war In curtailing 
business would not be intensified by a lack of currency with 
which to carry on our dally affairs. The arrangements 
proposed by the Minister of Finance, approved by his Gov­
ernment and put into operation, all within twenty-four 
hours, were as follows:

(1) For the first time in the history of Canada banks 
were empowered to pay their debts in their own notes. 
When these notes reached the clearing house, however, they 
were redeemed In Government legal tenders or In gold. 
The notes were not, as many people suppose, made a legal 
tender as between individuals, and the main object of this 
arrangement was to prevent people from securing actual 
gold coin in order to hoard it. a process which would have 
been ruinous to the nation as a whole, although comfort­
ing to the individual who secured the gold.

(2) The hanks would have been able under the Bank 
Act to issue the usual emergency circulation for crop-moving 
in September and this date was set back to August.

(3) The Government raised somewhat the limit for that 
part of Its legal tender issues which is not entirely based 
on gold.

(4) The Government undertook to make loans to hanks 
on approved security in order to aid them in carrying on 
the business of the country.

At that moment no machinery existed by which Canadian 
hanks with call loans or actual cash. In either London or 
New York, could use such resources to pay debts in Canada. 
It seemed at first as if It would be necessary to declare 
several hank holidays in succession to afford time in which 
to work out remedial measures, but the latter were pro­
vided so promptly by the Government that no general ces­
sation of business took place. The value of such measures 
is not to be judged by the use made of them. On the con­
trary. wi- are proud that they were us-d so little Their 
real value consists in the assurance to the public and to 
the hanks that steps have been taken, so far as lies In the 
power of the Government, to enable business to go on as 
usual. Since the passage of these measures the effect of 
the really wonderful provisions for financial relief set In 
force by the Imperial Government, the consequent ending 
of the British moratorium, the recovery of British and the 
partial recovery of other international exchange markets, 
the removal of nearly all enemies of the peace on the high 
seas, and the lowering, therefore, of the charge for the war 
risk in insurance, the partial resumption of operations by 
stock and merchandise exchanges, and many other remedial 
features, all these have helped largely to restore the broken

1

PRESIDENTS ADDRESS.

The war has so changed all business conditions that it 
may seeni unnecessary to describe those previously exist­
ing. and yet without doing so it Is difficult to estimate our 
present position. We had passed a period of trade expan­
sion throughout the world which in our case had been 
sharply exemplified by our foreign trade returns for the 
>• ar ending in March, 1913, when the excess of our Im­
ports over exports fell Just short of 300 million dollars, and 
in addition to this we had to provide Interest and dividends 
on securities sold abroad of from 100 to 125 millions. To 
meet this we can trace the sale of securities during the 
year 1913 to the extent of at least 360 millions. In the 
sharp contraction throughout the world which followed, the 
question confronting us was how well we could bear the 
loss of power to sell securities and the shrinkage of trade 
caused by the stoppage of the building operations based 
upon our sales of securities.

The more important of our public and private improve­
ments were nearing completion, and the fact that we must 
in any event pause to demonstrate, by Increased produc­
tion, the wisdom of building them was clear to many, but 
the enforced contraction, though it naturally went too 
far In the other direction, was necessary to bring us to u 
halt The world had gone through the severer phases of 
this contraction, and had entered upon the year 1914 with 
distinct hopes for Improvement in many countries, notably 
In Canada. The great hanks of Kurope were able to In­
ert ase their reserves, money was growing easier, the mar 
ket for securities was improving, and. indeed, by February 
many issues, which had been held back for some time, 
were successfully placed. In the United States the new 
tariff legislation and the new Bank Act were events of the 
highest importance, and. if the effects of these were still 
somewhat uncertain, at least a great deaf of painful doubt 
had been removed. Later on the prospect of a great crop 
left the question of improved rates for railroad freights 
the main point to be settled in order to put the United 
States again on the high road to prosperity. In Canada, 
while trade was still lessening In activity, and money still 
hard to obtain, and the prospect for our crops less hopeful 
than that of the United States, we felt that in order to make 
our future secure we had only to lessen our pace and to 
turn our minds more to immediate production than to per­
manent lmpro\emen»s Elsewhere, in France. In the 
Balkans, and in the Latin American republics, there was 
still much financial trouble to overcome, but conditions 
in London continued steadily to improve, and with that 
Improvement the power to sell our securities seemed to be 
tapidly returning. It was. therefore, to a somewhat chast­
en* d. hut distinctly hopeful business community in Can­
ada that the rumors of war at the <nd of July came with 
portents of evil in every direction.

It Is not my part to-day to speak of what war means to 
us in Its effect on our lives, on our hopes for our beloved 
Empire, or on the happiness of our families—I may speak 
of It only in its less important effect, that on our material 
prosperity As we know, the first effect on finance and 
trade was the closing of almost all the stock and [ 
handise exchanges in the world, the cessation of the 

ormous trade, not only between the countries now engaged

mer
en-


