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Aler cities are also compelled to borrow very
respectable amounts for street railway, power, and
cther public ownership plans. In financial circles
(e opinion is gaining ground that the borrowing
ipacity of the Canadian municipalities would he
much larger and probably interest rates on municipal
onds would be lower if the Western cities and towns
1ad moved more deliberately in this matter of assum
i obligatio. . covering public ownership schemes
It i< clear that in the case of such rapidly growing
Communities the necessity  of providing  sewerage
\tems, pavements, water works, schools, and public
Luildings, by itself is enough to strain the borrowing
capacity almost to the Timit. And demands on the
woney market for expensive municipal ownership
chemes serve to put an extra or gratuitous stram
on the credit of the municipalities which go in for
Another
poration  finance - which has its favorable and un

them  most  extensively. feature of con
favorable side is the advertising or so called pub
This  method of
ndustries is now  very generally practised in the
West and in the East.

4 few hustling places which lost no opportunity of

licity  commissioner. attracting

A few years ago there were

impressing on outsiders everywhere that they wer
positively the best places in which to locate.  Now
every little town of 2,000 or 3,000 population has it
commissioner
whole page ads, to assure the world that “Hustle
ville™ is positively the best and finest place, and the
result is confusion.  These efforts at self-advertise
ment are expensive and it is doubtful if in all cas
the results achieved are worth the heavy outlay.
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INTEREST BEARING CURRENT ACCOUNT
BALANCES.

cach one uses the press, by means of

It is well known that stress of competition has led
the banks in certain cases to allow interest on the
current account balances carried by some of their
best customers. Thus a corporation may have an
arrangement with its bankers to the effect that the
latter shall allow interest at 2 p.c. on all balances
excess of  $3000.  Another corporation may e
required to keep $10,000 free at all times; while a
third may keep $20,000 or $23,000 according to the
nature of the account. Then the rate of interest, on
the balance over and above the free amount, may
vary considerably. It may be that 1! p.c. only will
be paid on one account while another might get 2%
This practice of paying interest on current accounts
is looked upon as questionable banking, but as other
banks are ready to pay interest in order to get a big
insurance or other corporation acount, the bank hold
ing an account so approached is often forced to mecet
the terms competitively offered in order to keep its
business. The banking theory is that when the
banker stands ready to pay the customer’s cheques
on demand up to the full amount of his balance, the
customer is not properly entitled to interest.  As a
matter of fact the practice of paying interest on
current account balances is looked upon as having
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clements of danger. For when the bank has its
current acounts absolutely free of interest, it can
with profit carry a large proportion in the form of
cash immediately available for meeting withdrawals
And on the other hand when the hank ha obligated
itself to pay interest on thes balances the circum
stance has a tendency to cause it to carny maller
proportionate  reserves of eash  because its otheers
will feel under compulsion, to a certam extent, to
make a larger part of the interest bearing funds carn
some revenue,

On the other hand the corpor ion customer may
take the ground that the payment of interest on
balances over a certain amount 1 merely a matter of
convenience, It officers may say to the bank. 1§
vou don't allow interest on the balance we can take
out de wsit receipts or tran fer funds from our cuf
rent account to a special account at nteres! Itowill
be a little more Yothersome to do, so, hut we can
thereby get interest at 3 po the regular rate. So
we make the proposition that you pay us say 2 pc
on all balances m exces of a certain amount.” 1t
will be interesting to investigate the reports of lead
ing banks in order to discover, if possible, what pro
portion of their current accounts are subject to m
terest.  The Bank Act says that ¢ weh bank <hall in
its annual report 1o <hareholders state the amount of
its interest bearing deposit and the amount of de
posits not bearing interest.  The Bank of Montreal
non-interest hearing deposits as at
A\t the date the bank

m

gives the total of
April 20th last, as §40.270,002.

held $0.311,007 of Dominion Government  deposits
which were frec of interest. It also held: Provin
cial Government deposits, $1,405.4075 deposits else
where than Canada, §32,437.877 depostt of other
banks in Canada, $1,005.174 It is impossihle toosay

what pl'nliu"linn of these Il'l|l|~\n1l‘~l free deposits
1f we assume that $15.000,000 were free of interest
the item added to the D sminion Government deposit
would make say $21,000,000 free of interest apart
from the ordinary deposits in Canada pavable on
demand.  These ordinary deposits, or Canadian
current accounts, totalled $40,500.375 So if there
were $21,000000 free deposits ot ide of them and
a grand total of §40,270,602 of free deposits, then
womething like $28,000,000 of the current account
would be interest bearing. The Commerce on Now
ember 3oth last, rqn-'.hw\ $41,288,032 non mterest
hearing deposits,  Apart from its ordinary Canadian
current accounts it then had:  Dominion Govern

ment  deposits, 85155041 Provincial G wernment,
83,042,201, deposits  out ide  Canada,  S15.043.

0403 and deposits of other banks in Canada, $1960,
8 1 $10,000,000 of these deposits werd free of
interest, the remaining  $31,000,000 of non-interest
bearing deposits would be found in the ordinary
current acounts,  So on that hasis Dabilty, as
the total of current accounts of the publi
=o8830, the interest bearing current unt
work out in the neighborhood of $20,000,000

On December 31st last, the Roval Bank reported
non-interest  bearing-deposits, S, 100000 \ecord
ing to the Government return i that date the banl

wis S

W -111:\

had Dominion Government denosits, S370.R23: P'ro
vineial Government deposits, S0.57.2.200 leposits out
side Canada, S19,162,1227 a1 1 deno-its of other hanks

in Canada, $7535.006. Taking it thal
000 of these deposits were e of interest, that would
leave $11,000,000 interest free deposits the Can-

ot S 30000,
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