ing him Managing Dircctor. This was a well-de-
served promotion, for a careful survey of the progress
of the Company during the seven years that Mr.
Sutherland has been its Manager will convinee the
most severe critic that he has guarded its interests
taithfully and well,  From a copy of the Company's
paper cntitled Onr odwocate which we have before
us, we learn that the amount of insurance in force
has increased 124 per cent., its number of lives in-
sured has increased 20z per cent., its assets, not in-
cluding paid-up capital, have increased 719 per cent.,
while its general expenses for Head Office manage-
ment have only increased 3 per cent., which is prac-
tically nothing. .

Seven years ago there was an impairment of capital
amounting to nearly one-half of the full amouut paid-
up, while at the end of 1896, there remained a surplus
over all liabilitics of $45.000, although a cousiderable
sum had been paid in dividends to both policy-holders
and shareholders in 1893, and again in 1896. The
death rate of the Company has been abnormally low
en the average right along, showing care in the sclec-
tion of risks. But perhaps the highest credit is due
to Mr. Sutherland and his fellow directors for the care-
ful selection they have made of investment securities.
When a Company is able to say at the close of each
vear, for three vears in succession, that it closed its
Looks at the end of the year “without a dollar's
worth of real estate on its hands or a dollar of in-
terest in arrears,” it certainly shows that it is pos-
scssed of assets of the cleanest possible character.
\We wish Mr. Sutherland continued and increasing
prosperity, and his Company a continuance of the
well-deserved success it has had under his manage-
n ent.

THE SMALLER AND LARGER BANKS AS PROFIT
MAKERS.

The large net profits made in the past ycar by the
Maritime Province banks has led some to the con-
clusion that these large profits are owing to those
banks being small institutions.  The proposition may
he stated thus : “The Bank of New Brunswick, which
is a small bank, made larger profits than the Bank
of Montreal which is a large bank, therefore the
lorger profits of the former bank arose irom its being
a small institution.” The logic is very defective.
It would be as reasonable to say, ™ Banks ncar the
occan made larger profits than banks far inland,
therefore the larger profits arose from such banks
Leing ncar the occan.” The mere size of a bank
has no necessary cffect on its profit-carning capacity,
The three largest banks in Canada for many years
past have made a far larger percentage ot nct profits
than the three smallest ones operating in the same
field. We say “operating in the same field,” because
that condition is once which has a direet, material,
and constant mflucnce upun the profit-caming power
of a bank. If we take the cleven banks with capital
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of $1,500,000 and upwards whose head offices are in
Quebee and Ontario, we find the average dividend
they paid last year was 8.42 per cent,, while the re-
maining twelve whose capitals were below $1,500,-
coo averaged only 6.20 per cent. dividend. If we
divide the banks into scctions, in order to compare
the amount of their undistributed profits or reserve
funds, we get the following results :—

Aggregate, Avcraguporoont,
. CrV 5 )il
o, Tigreryo of v Eund
o $ $ %
t1. Bauks with Capital less
than $500,000.¢...0000.0 2,932,000 $74,000 19.00%
Average eacliceos .. o 266,666 §2,000
13. Banks with Capital from
$500,000 to $1,250,000... 11,050,000 3,505,000 35.00."
Average each...... . 850,000 269,
14. Banks with Capital of
$1,500.000 and above.... 47,820,000 22,587,000 47.25
Average each...... . 3,416,000 1,613,000

Earning capacity is largely enhanced by a reserve
of those profits already carned. A group of the
lanks having capital of $1,500,000 to $2.000,000
shows such banks to have an average of 75 per cent.
of Reserve Ifund, and as paying a higher average
dividend than those larger and smaller.  The cvidence
then is conclusive that it is not the small banks in
Canada which are the most prosperous, but those
whose capital is of a medium size. The high profits
made by the Bank of Nova Scotia, the Merchants
of Halifax and the Bank of New Brunswick are not
accounted for by their being small, but by their se-
verally enjoving a practical monopoly of the best
business of their localities ; by their reserve funds
l:eing in two cases equal to the capital ; and, in the
third case over 7a per cent. of the capital; and, in their
size being most suitable for the sphere in which they
aperate, which ic too restricted to allow of any larger
capital being kept in active and profitable use. The
following table gives the percentages to capital of
the deposits held by the banks in the three above
aroups, the pertentage of their circulation and cur-

rent loans to capital, and of their reserve funds :(—
RATIO TO CAYITAL.

Ratlo of Ratioof Tatio of Ratio of

Circulatlon  Deposits Carrent [oans Iteservo Fund
to Capltal. toCapital, to Capital, to Capltal.
11. Banks with Ca-
pital less than
$500,000. 50 o-ee 517 1707} 2507/ 197
t3. Banks with Ca.
pital of from $500,-
owd to $1,250,000. 767 3867, 4307 35%
14. Banks with Ca-
pital of $1,500,c00
aud above....cees 487 308¢, 3227 4745

Here again we find the smaller sized bauks, com-
paring unfavorably in their dividend-carning capa-
tities to those of larger capital. The 11 having an
average capital of less than $3v0,000, cach have de-
posits averaging $170 to cach $100 of capital, wnid
S2350 current loans for cach §100 of capital , while the
13 banks, whose average capital each is $830,000, have
de.posits of $386 for cach $1oo of capital, and cur-
reat loans of §430 for cach $100 of capital. The
banks in this group also cnjuy by far the largest
average circulation which with them runs as high as



