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BANKING REVIEW.

The condition of the Canadian banks on
the 81st August exhibited a gratifying con-
trast to that which has been presented for
gome time back. There was a large dimi-
pution in loans and discounts, accompanied
by & corresponding increase in available
resources. This is also accompanied by a
considerable net decrease in liabilities.
The position therefore is stronger all round,
as indeed it was desirable it should bé. The
position of the banks as a whole had be-
come weaker than was prudent, and the
outlook for the business of another banking
year was not of a desirable character. It
might appear desirable enough to those
who take a superficial view of things. A

expansion of loans is always accom-
panied by a large inerease of apparent pro-
fit; and nothing is more common than a
gort of rejoicing over expanding profits, so
called, with an entire forgetfulness of the
increased risks attending them. The risk
is of & two-fold character. Loans and dis-
counts may be unduly expanded so that
insufficient reserves are ret‘nined. and the
position of a bank is endangered thereby.
Most of the banks have kept fairly clear of
this error for some time back ; but it occa-
sionally happens that a bank, in its eager-
ness to make profit, will stretch its advances
at the expense of its reserves. This, if
continued long enough, cannot fail to bring
the ipstitution into embarrassment. But
there is another danger of expansion in dis-
counts, namely, that a larger and more
expanded volume of loans is more likely
to embrace transactions of an inferior char-
acter. No bavker of course will take up a
transaction that he knows to be bad or even
seriously dangerous. But there are many
degrees of risk between aWute safety and
a contingency of real danger ; and a banker
when in the way of extending his loans is
apt to err on the side of accepting transac-
tions such as under other circumstances he
would pass by as undesirable. The reduc-
tion of discounts therefore means a reduc-
tion of risks as well as of profits. Experience
shows that the net result of carrying a
moderate line of loans is more satisfactory
than that of carrying an unduly extended
one, for while banking profits’are made up
of & vast number of small items, a single
loss is generally expressed in figures of con-
siderable amount, and is often such as to
destroy the profits of a multitude of trans-
actions.

The increase in circulation this year is
rather marked as compared with the in-
creasp of last year, and indicates a far
more' active condition of interval business
than'was the case in 1888. And the harvest
that has just been reaped and is now
stored up in the country awaiting distri-
bution or export will undoubtedly be the
foundation of a very active business during
the fall and winter. The circulation of the
banks is largely employed in carrying on
these operations, and as we have pointed out
before, our system of bank circulation ena-
bles this to be dune without the slightest dis-
turbance to the money required to carry on
other lines of business. If our bank cir-
c!]l;l‘i()n were analogous to that of the
United States, there would invariably be &

heavy call for money at this time of the
year of such a kind that it could only be
met by drawing in funds lent to merchants
and manufacturers. There would, in fact,
be a periodical stringency every fall, ac-
companied'by a rise in the rate of discount,
a calling in of traders’ loans, and serious
embarrassment to many. A
analogous to this often trans|
York at this time of the y
stringency of money now pre
is due in part to this cause.
of the United States currency law is to
concentrate large masses of in New
York at certain seasons of the year, and to
drain it off in large amounts at another.
are inevitable where i
uniform amount, and does
naturally according to the requi
business. From such em ts
Canada is free ; and the disburse-
ments required to move the crop can be
made without disturbing loans to traders
and manufacturers. Whatever arrange-
ments are made with regard to bank circu-
lation in the renewal of the charters, it will
be incambent upon Parliament to see that
this point of a natural expansion is duly
provided for.

The important matter of price for the
products of the present/ harvest will soon
call for attention. The barley crop, which
usually comes first to market and furnishes
the most ready article of export, is likely
to lag behind this year, in consequence of
the low price prevailing for it at present.
Into the final reason for the low price we
do not care just now to enter. It suffices

that the law of supply and demand is| —

operating, and that between the two the
price for barley is much below the usual
average. When farmers get 50 cents per
bushel for an average crop they are fairly
remunerated for their labor. It may
probably be said with safety that anything
below 50 cents is a drawback, and anything
above this is a substantial benefit. The
present price hardly remunerates the
farmer at all. The value of the article
has got down to cost of production. No
large deliveries can possibly be expected
under the circumstances. Farmers who
can hold, will hold. If by holding the
foreign buyer can be induced to enhance
his price, the farmer and the country
will be the gainer. The wheat crop is ap-
pearing in the markets and the price is only
moderate. Anything under $1 a bushel is
always accepted with dissatisfaction, unless
the crop is a very abundant one. In that
caseHOGOQOcentswillbewoeptedingood
humor. The crop is certainly not over-
abundant and the price will barely remun-
erate the farmer. Wheat i unlike bar-
ley in this respect, that the Cavadian
farmer has practically to compete with all
the world in growing it. It is vain to at-
tempt to influence or control | prices when
the article can be produced not only in
the United States and Canada, but in' Eng-
land? France, Russia, and Hungary, as well
as in India and Australia. For his wheat
crop the farmer bad better always take the
current price of the market. Taking the
quantity and price together, the monetary
return of the whole crop

is not likely to be'

more than an average at any rate. Itis a
question if it will not fall under the aver-
age.

The crop of Manitoba will not sell for
much more money than the crop of last
year, although the quantity is so much
larger.

The cheese product of the year will,
however, make some compensation. There

returned to our farmers will be very comn-
siderable, even at the low price prevailing.
With regard to the money market, that

never safe to forecast the
shall not do it except in very general terms.
But there can be little doubt that during
the coming banking year all who are enti-
tled to bank credit will be able to obtain
it. The mischief is, however, that somany
persons obtain credit both from merchants
and bankers who are not worthy of it at
all, or who ure at any rate not of
the amount they ask and obtain.
the root of all the bankruptcies and
that afilict the country.
ABSTRACT OF BANK RETURNS. |

31st August, 1888. (In thousands.]

|
Banks Banks | Banks
inQue- in On-| in | Total
bec. | tario. | other
Prov's

!
$ $ $ | 9
..|34,414 17,780| 7,980/ 60,124
9,124 4,868| 30,447
o i 71,102 46,80215,215(133,119
Loans & Discounts 94,316 64,036(18,805/177,247

128,246 8,885 5,955 43,086

& Disc’ts. 100,886|66,790 22,028 189,704
& Fotu’gn !
balances (Net).. 21,173

7,981 4,250 38,354

FIRE APPLIANCES IN MONTREAL.

The chief of the Montreal Fire Brigade
has been taking & turn abroad, and makes
public his views as to the position that city
oocupies with respect to fire-fighting appli-
ances as compared with other cities. In
his estimation neither Boston nor New
York can compare with Montreal in water
pressure. Neither of those cities has the
large hydrants of the Canadian metropolis ;
they have only small ones, with one or two
outlets. Strange to say, New York has no
chemical engines, the chief of the brigade,
Mr. Potter, not approving of them. But in
Boston there are nine chemicals in use, and
they think so highly of their value that
more are being procured. New York city
has fifty-six steam fire engines, and Boston
thirty-four, both cities using the Amoskeag
and the Clapp & Jones engines, Bos-
4on a few Silsby engines besides The
horses in use in those cities are con-
gidered by Mr. Benoit to be not so good as
those of the Csnadian city, and that
gentleman prefers the Montreal hose reels

?



