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THE NOTE ISSUES OF THE CANADIAN BANKS.

(Sir Edmund 1Walker, before the Institute of Bankers,
London.)

Doubtless the sections in our Bank Act of most
general interest are those dealing with our power to
jesute circulating notes.  Apart from various qualifi-
cations, the power is expressed as follows:—The
pank may issue and reissue notes payable to bearer
on demand and intended for circulation.” The first
qualification is that the notes must not be smaller than
five dollars, and all notes for other amounts must be
for multiples of five dollars. Previous to and for a
few vears after Confederation, bankers had the
power to issue notes of such denominations as one
and two dollars, but the issue of these notes was
regarded by the Government as an opportunity for
the circulation of their legal-tender issues, in which
<hape all change-making currency, except subsidiary
coinage, exists in Canada to-day......

Since 1880 note issues have heen a prior lien upon
the estate of a bank, prior even to a debt due to the
Crown. This legislation was prompted by the failure
of a small bank in 1870, which did not pay its notes
in full. The bankers had urged such legislation in
1800, and if they had succeeded in obtaining it then,
we should be able to say to-day that, without further
security than this prior lien on all assets, note issues
had always been paid in full, no matter how bad the
failure of the issuing bank.

At the revision of the Act in 180 it was recog-
nised that there were still two minor though serious
defects in the system. It was frequently alleged by
those who admired the National Dank Act of the
United States, that while the currency created by it
might not be elastic, the notes could not for any
reason fail to be paid in full or to circulate without
discount throughout the entire arca of the United
States, while in Canada no similar hoast could be
made. The area of Canada is enormous, relatively
to population, and the notes of the banks in one prov-
ince certainly passed at a discount in some of the
others, a recurrence in a less aggravated form of a
defect in the old State-bank issues of the United
States.  And, while it might be confidently asserted
that all bank issues secured by being a first lien on

the estate of the banks would eventually be paid mn |

full, it was nevertheless true that becage of doubt
and delay, the notes of a suspended bank might fall
to a discount for the time being.  To meet these two
defects, the bankers at this time proposed the fol-
lowing new features, which were adopted by the
Government :

1. To avoid discount at the moment of the suspen-
sion of a bank, either because of delay in the pay-
ment  of the note issue by the liquidator or
of doubt as to ultimate payment, cach  hank
is obliged to keep in the hands of the Govern-
ment a deposit equal to 5 p.e. on its average circula
tion, the average being taken from the maximum
circulation of each bank in each month of the year,
Ihis is called the Bank Circulation Redemption
Fund, and should any liquidator fail to redeem the
notes of a failed bank, recourse may be had to the
entire fund, if necessary. As a matter of fact,
ll![lll«l:‘lt“l'\ are almost ivariably able to redeem the
note issues as they are presented, but, in order that
all solvent banks may accept without loss the notes

of an insolvent bank, these notes bear 5 pe. interest

THE CHRONICLE.

1 :
!

541

from the date of suspension to the date of the hqui
dator's announcement that he is ready to redeem.
2. To avoiud discount for ge >g|'.l|"li\‘.l‘ reasons, cach

bank is obliged to arrange for the redemption of its

notes in certain named commercial centres through
out the Dominion,

PBoth of these reforms were suggested by the
speaker,  but, like many other features m ow
Act they were prompted by the experience of

the United States in the period  preceding their
present banking  system. That our bank  notes
are abundantly secured, so far as the public is con-
cerned, scems  evident from  the fact that a note
circulation at 3ist December, 10910, of $87,004.840
was in effect secured by a prior hien on total assets
of $1,220,700,830, to which must be added the double
liability of the sharcholders on the capital stock of
the banks, making a total of $1,330.573.425. That
the banks are not likely ever to lose a dollar by the
svstem of guarantecing cach other’s notes seems quite
clear.  Daily redemption and other features in the
Act make 1t ditticult to create a forced circulation
and although we have had several fraudulent bank
failures, there has never been a case where the assets
on which we had the first claim did not easily pro-
tect us,
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BRITISH LIFE ASSURANCE IN 1911,

Interesting Comparisons between British and For-
cign Companies doing Business in the United
Kingdom—Their New Business—Comparison of
Commissions and other Expenses.

The following figures and comment are from the
London Eeonomist's review of the newly issued blue
hook containing the accounts for 1011, of British
Life Assurance Companies:

Grow i oF Brinisie Lir Assuvianad

We may show the growth of Dritish life
companies as follows:

assurance

Sums Assured

7 Revenue, Assets,
Industrial. Ordinary
£ £
1889 . . 27,510,195
1894 . . . 20,004
1899 . .
1904 . . ..
1905 . . . g
106 . . . 0
1907 | I f
1008 | TRT.644050  LT.385.0
1909 . . . . TR2ZAU8001 606TT
1910 . AN 119 800 215,508 3 Y {

The {tem “Revenue” shows the gross income of the com
panies from all sources, and before paying clalms on vx
penses.  Only the figures of companies established in the
United Kingdom are included in the above table

Niw BursiNess,

A most instructive comparison {8 afforded by the figures
of new business effected during the year of account as
shown in the following table:—

Sums
Policies Assured
Prrrsn CoMpaNns No £
“Ordinary” business within the U, K. 246 X8

“Ordinary” business out of the U K, 19,254 108
“Industrial” business within the U, K. T858747 WIS 250
Cotoniar AND Forrtoy Comprasg s

Business within the U, K. . 5620 3,906

The amount of new business transacted by foreign and
colonfal companies forms a very small proportion of the
total, and 1s no doubt much less than It was before the
Amerlcan scandals of 1905, though two out of the three
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