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RETROSPECT AND PROSPECT

BY FRED. W. FIELD

'

’ and eighty-four days of Wal"have
I(c?slt{i})li}slll::gr:dnew piv%t for the world’s business.
Fifteen belligerent nations, mostly guided by the
master hand of Great Britain, have changed their
economic Systems to a war basis. International

" i all things which go to make interna-
:ir;l::f r(::;:fciilctnzn}?ave beengtransformed. Tv\.ro and a half

ears ago, international currents were running one way.
YI‘o—day their course is completely changed. In)agm.e a
man walking north at high speed, followed by his neigh-
bors, his sudden right-aboyt-chc, the copfusn.on, ‘the
dis;;t’xtes and finally a procession in the opposite direction.
That is about what happened in t‘radc‘and finance and
Business when war commenced. That it could happen,
and the procession continue.for two years and'busmess
survive, was deemed impossible. Now the habit of war
is thoroughly acquired. :

The present struggle has created a war prosperity,
the greater share of which is monopolized by North
America. It has brought business to factories on this
continent in such large volume that the ultimate effects
are hard to calculate. It has changed, for the time being
anyway, the geography of money markets. It has made
borrowing records which a few years ago'would have
appalled the most optimistic banker. Belligerents are
waging a war which has cost over $50,000,000,000 to
date. By next August the cost will be $79, 500,000,000.
They have obtained $1,542,000,000 in the _Umted Stat.es.
Great Britain has voted $15,660,000,000 of war (_:redlts.
Up to mid-October it had bo.rr.owed approximately
$12,657,000,000 for itself, its dominions and allies. Ger-
many has pyramided loans aggregating $11,747,000,000.
France, whose credit in New York had never been used
extensively, has now got United States investors to loan
her $520,000,000. :

What the war will ultimately accomplish for Qapada
in a commercial way will be subject to many conditions.
Financially, the struggle has place(_‘l Canada in the arena,
has changed the boy to man. This country had become

a profligate borrower. Billions of dollars of British
money had been imported. With it were built towns and
railroads and factory plants. This capital from overseas
had been coming heavily for* more than a decade when
the British investor figured it was time we were producing
a little more from the national plant which his money had
installed. To give the thought practical application,
British capital just prior to the war almost ceased its
travels here. As the country was beginning to get into
the stride of production, the war came. It caused the
Canadian borrower either to shoulder a rifle, engage in
production or supply war funds.

So the nation has acquired a place in the realms of
international finance. The niche may be small but never-
theless it is filled. First we have at Ottawa a gold
depository of the Bank of England, involving gold ship-
ments direct from South Africa, from Great Britain, from
foreign countries, through the Canadian capital to New
York. We have been able to advance to Great Britain
$200,000,000 as credits here for British purchases in
Canada. Great Britain has advanced us war credits of
$127,000,000 or more and we can draw on another
$150,000,000 as deemed necessary. The privilege is being
used but little. To fund its temporary indebtedness, the
Dominion government has issued Dominion bonds to
the Imperial treasury. The first transaction involved
$100,000,000. The bonds will not be sold but are furnish-
ing the basis of Imperial banking credits in the United
States and Canada, from which payments will be made
on this side of the Atlantic. Canadian securities have
been used by the British government as part of the
collateral for the $250,000,000 and $300,000,000 loans
placed in the United States in August and October last.
When the Canadian government asked with some trepida-
tion for $150,000,000 in two war loans, it obtained over
$300,000,000. The subscriptions could have been doubled
again had there been the-necessity. An increasing share
of Canadian securities is being taken by Canadian in-
vestors. In 1915, fqr example, they took over half of

.
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the $66,000,000 municipal securities sold in that year.
That was greater than the amount purchased by Great
Britain in the years 1911, 1912 and 1914. Since the out-
break of war many Canadian securities held in Britain
have been repurchased here. In these and other ways,
the country is developing financial strength and interna-
tional relations of far-reaching effect. Add to this the
facts that we are well able to bear our share of the war
burden, that we have great undeveloped natural resources,
scope for a much larger population and a lengthy period
of expansion before us, plus the strength of the British
Empire, and one begins to see the reasons for the high
standing of Canadian credit.

Our Credit in the United States.

That credit is chiefly of service at present in the

United States money market. A few years ago we sold -

only from 2 to 12 per cent. of our securities there. In
1915, we sold 42 per cent. and last year about 75 per
cent. This year the percentage share, based on average
annual sales of $290,000,000, will probably be as large.
The United States is financing our ordinary requirements.
Great Britain is financing our war requirements, aside
from the growing share which Canada is taking in both
cases. New York is chief banker to-day and financial
relations of a permanent nature between the Dominion
and the Republic have been established. Whether this
will continue, time will tell, but the United States will
certainly take a greater share of Canadian securities in
the future than it did prior to 1914.

For Canada, the conditions governing the nearest
money market are therefore of vital interest. The United
States since the war commenced has taken obligations of
foreign nations, states, cities or have advanced com-
mercial credits abroad to the amount of approximately
$2,235,000,000. Many private credit arrangements have
also been made of which there is no record and the total
outstanding indebtedness of foreign countries to the
United States is therefore more than the figure noted.
During the war period, Canada has obtained there ap-
proximately $306,000,000 and the position across the
border favors Canadian investments in every way.

In considering the improved financial position of that
country, account must be taken of the great amount of
American securities that have been repurchased from
foreign holders since the war started. This is estimated
at approximately $2,000,000,000. It therefore seems safe
to assume that the international credit position of the
United States has been improved to the extent of
$3,500,000,000. Capitalized at 59%, this means that about
$175,000,000 more is being paid annually to investors of
the United States in interest and dividends than before

the war.
America Will Lend.

The value of United States foreign trade during the
fiscal ycar ended June last was $6,532,000,000. The
year’s export balance reached the new high record of
$2,136,000,000, being practically double that of 1914 and
more than four times that of 1915. On July 31st, United
States exports gave that country the right to draw on
other countties to the extent of $4,500,000,000. The rest
of the world had a right to draw on them for $2,250,-
000,000 of merchandise sent to the United States and
about $500,000,000 for ocean charges and interest and
dividends on American securities held abroad. Of the
balance of $1,750,000,000, about $450,000,000 was paid
in gold and $1,300,000,000 in securities. Can the Allies
borrow $1,000,000,000 more in the United States during
the coming months?

European banks mg

Volume 58.

&% ‘Befor.e. the war, in addition to domestic securities
Un'tlSh S<:xtxzens owned foreign securities as follovfst
oor:t(':go- té:\s,d$3,ooo,ooo,ooo; South America, $3,ooo;
Aus,tral;Sia §2 ao,oiz,soo,ooo,ooo; Africa, $2,ooo,ooo,000,;
misce“aneo,us ,$ »000,000; India, $1,750,000,000, and
$l80000000,00 gé7sfo,oc'>o,ooo. _In addition to over
Brit,ai ,000, oreign securities owned by Great
Franics, aniQiiol & 0 o o cvied o
ce, tly taxing the income from

fﬁg?r“sﬂ;sz'e:;etg reri)ch and British governments ::)an tf};?:
< Ng veyup any or all desired as collateral
g e 0Verw ork banker_s. Obviously the Allies
ek enough securities to enable them to

€ money they will need to pay for war

supplies from this continent ; i

money on the collateral t}?eylfhaAvr:etl;;cz?feEankers sy
= Output of Golq Mines,

at it is certain United S

X ; tates ba i

a?)l:t:xlr)lt)lut: Liscilll,ateral as long as th:ykelrlzv?l; .
. e O i >4 . L) ¥

Alexander Hamilton Inpstl;;(l)xxt]e e ot e

)

it doubtful, however, in the s New York. They thought

desire to bo i i
Goskre momr}:‘;)w 'llph the United States during the next
A - ~1he banking laws there restrict the
a(r;ks to about five times the
srsl : ﬁ)n this basis their banks
5 fan $1,000,000,000 to the
T or the needs of domestic
borrowing to pay for war

Allies, makin
' g due allo
borroyvers. .T herefore, i‘fm1

f this finds its way

into jewelry, dentistry, h
oards, and that

While C
y anada will
domestic lo 1l finance j
an its W PR i
facts and ﬁgus;.;nd.ttemmrary advanc:: fexpenleUI'.eS by
our ordinary re Cited above are of A rom Britain the
quirements wil] haye tosgzcéal interest, as.
: nanced chiefly

in the United Sta
>tates. Gold ;
freely. APPreh'ension e flowing to the United States.

\Irjas.'c'c e:qiuantities of gold

ni States sin : s

J g ' Since the beoinn:
tion with domegt; o

1estic product; g of the war in conjunc--

that country up to $2,636 clx?)g ; a

3

26 months of $748,000.00
y ) 'y

eltl October, a gain in
ween January and!



B e

January s, 1917.

October last, the increase in the country’s stock of gold
was over $850,000,000. The British government loan
offering of $300,000,000 in October had not been in con-
templation for that moment, but the prevailing ease of
money and the difficulty which the banks are having in
profitably employing their funds led Morgans to indicate
to the British government that it was a favorable time
for it to establish additional credits in America, even
though such credits might not be immediately required.
Accordingly, the British treasury accepted the views of
the American bankers and authorized them to proceed.

This significant statement was made by the bankers
responsible for the issue: ‘“The British treasury has of

late renewed its shipments of gold to this country upon

a large scale. This continued influx of the metal has
caused some concern in the banking community, and it
is believed that the issuance of the proposed loan will
tend to cause at least a temporary cessation in gold
imports.”’

As gold piled up in the United States, leading bankers
declared such heavy importations of gold undesiraple
because they are not required for the purposes of carry-
ing on the normal business of the country, and if used as
the basis of credit are likely to bring about debt ex-
pansion of dangerous proportions. The advisability of
making further foreign loans was strongly urged.
American bankers declared that the United States is
doing business under conditions which are calculated to
encourage people to go into debt. With money easy,
interest rates low, and profits from business unusually
large, there is naturally great temptation to borrow
money to buy stocks of companies that are making
phenomenal earnings and to enlarge industries which are
prospering.  High prices for farm products encourage
farmers to buy more land.  In short, gold biliousness has
its dangers. Should there be a serious financial dis-
turbance in the United States market, the sales of
Canadian securities there would naturally be affected.
Great Britain has mobilized and resold to the States at
fairly good prices many hundreds of millions of American
securities, The suggestion has been heard that in the
event of a Wall Street panic many of these securities
might return to London at reduced prices.

Trade and Loans,

British capital in Canada is approximately $2,914,-
000,000. United States investments being about $637,-
000,000. Generally speaking, no great effort seems to
have been made by British manufacturers and bankers
to further Canadian trade specifically through the medium
of British investments in Canada, although there have
been exceptions. The matters of traqe and loans ap-
parently have been allowed to take their natural courses
without an attempt being made to obtain new business as
a result of new loans. The British investor hitherto has

‘been largely content to invest in Canadian securities which

bring him a fair income, give him littlg risk: but do not
secure for him control of the enterprise in which his funds
have been placed. The case of United States is different.

"The bankers and manufacturers of that country have
in many instances combined their eﬁorts'so that when the
banker has arranged a loan to a Canadian borrower and
the funds are to be used, say, for the installation of plant
or machinery, there is an excellent prospect, or even a
definite arrangement, that the plant or machinery in
question shall be purchased in the Un.lted States an.d
probably from a certain manufacturing firm. This
practice has been in evidence even when the share of
Canadian securities purchased by United States banking

THE MONETARY TIMES . 9

houses has been small compared with the share purchased
by British houses. Our neighbors are likely to make the
most, commercially, of the largely increased share of
Canadian bonds which they are purchasing.

Finance and the Empire’s Units,

While tariffs and commercial arrangements among
the Allies are matters to be determined, financial transac-
tions have already closely interwoven the interests of Great
Britain, the overseas dominions and the allied countries.
The results will probably be more substantial than we
can foresee now. Of Britain’s total indebtedness on
March 31st of £2,440,000,000, the nation is entitled to
deduct £800,000,000 loaned to the Dominions and the
Allies. Britain is receiving the interest on that amount
and the loans will besides prove an important commercial
factor after the war. In Canada, with its strong British
sentiment and important financial relations with the

. Imperial government, there is likely to be a strengthening

of the commercial ties as there has been of other ties.

The issue of Dominion bonds to the Imperial
treasury, mentioned previously, is an indication of
financial co-operation among the units of the British
Empire. The natural furtherance of this idea is into
trade and commerce. Another similar indication was the
pooling of the gold reserves of the Allies last fall.
Britain, which has assumed a réle of banker to the Allies,
and which has performed a pivotal part throughout the
war in many other directions, arranged with France,
Russia and Italy to pool gold holdings in order to render
their collective financial position still more ‘solid. France,
for example, placed gold at the disposal of the British
treasury as a loan and the British treasury opened in
London credits in pounds sterling in favor of France.
The gold loaned by France will return to the Bank of
France after the war.

With such transactions it is not unreasonable to
expect joint action when the war loans of the overseas
Dominions come to be liquidated. The British method
may be to issue one great Imperial loan covering all the
loans that Great Britain and Canada, Australia and the
other dominions have floated. This could be raised
perhaps at about 4 per cent. Necessarily it would have
to be a long-term loan, say, for 50 or even for 100 years,
but in that way the problem might be settled to the
satisfadtion of all parties. It would have the effect of
relieving the immediate pressure when some of these
loans would have to be met in the usual way. A loan
issued by the British Empire would be considered the
world’s best investment. Behind it would be the natural
resources, the sound financial methods; the wealth, the
credit, and the citizens of an Empire which has proved
itself to have the material and moral assets which give
safety to the securities issued by a people.

Canada’s National Fiﬂancing.

Canadian national financing has been carried on
satisfactorily. During the first half (to September 3o0th)
of the current fiscal year which will end March 31st next,
the national revenues increased approximately $30,000,000
as compared with the corresponding period of the previous
year. The largest proportion of the increase was due to
customs revenue. The net debt between September, 1915
and 1916 increased $200,000,000. Our share of the war
cost $60,000,000 more than it did for the first six months
of the previous fiscal year. The national revenue at the
end of the current fiscal year will be well over $200,000,000
and that will allow the application of $50,000,000 against
the principal outlay on war account after all interest



charges have been settled. Through the profits of a much
larger production and export trade, of national and in-
dividual economy and the guidance of a capable finance
minister and the Canadian bankers, the nation’s finances
in these strenuous days have been handled in such a way
as to enhance considerably our already high credit abroad.

From April 1st, 1916, to March 31st, 1917, the
Dominion government will raise by way of loans, from
$200,000,000 .to $225,000,000.' The loan negotiated in
New York in March accounted for, $75,000,000. Taking
the maximum possible requirements of $225,000,000,
there was still to be raised during the present fiscal year
$150,000,000. Assurances were given by the federal
government in connection with the $75,000,000 New
York loan that no further offering would be made in the
United States during the calendar year 1910.

While Sir Thomas White has made an arrangement
by which he can draw upon an authorized credit of

$150,000,000 established by the Imperial government,

the Dominion government will endeavor to utilize this
credit as little as possible. The issue of the September
war loan of $100,000,000 left a sum of $50,000,000 still
to be raised in order to make up the total loan require-
ments for the current fiscal year. This loan will probably
be raised in New York early this year.

War-Time Policy.

The Dominion government has declared its financial
policy in war time. With a country such as ours, rich
in potential resources, certain of future development, and
great expansion of production and population but without
at present large accumulations of wealth, the government
assumes that the nation is justified in placing upon
posterity the greater portion of the financial burden of
this war, waged as it is in the interests of human freedom,
and for their benefit in equal if not in greater degree
than for our own. ‘‘Canada in future years of peace,’’
the finance minister has said, ‘‘with the prosperity which
will be her heritage from the development of unbounded
resources, will be well able toymeet the interest and sink-
ing fund charges upon such debt as we shall be obliged
to incur in defence of our country and its liberties.”’

Should our indebtedness on account of this .war
reach even $1,000,000,000, with annual interest charges
of $50,000,000, these charges, with a substantial amount
added yearly for a sinking fund, could be met provided
strict economy be practised by governments, from the
future revenues of the Dominion. In national finance, if
debts can be funded, the practical question is that of
payment of annual interest. But while this is so, the fact
must not be overlooked that debt is debt, a financial
obligation and burden upon the body politic, whether
owed to investors at home or abroad. The magnitude of
* the liabilities which we are assuming or the gravity of the
financial considerations involved in our participation in
this great struggle, are not under-rated. The people of
Canada desire the government. to put forward the maxi-
mum of effort in the cause, and they will, both for the
present and the future, be prepared to bear cheerfully
whatever burdens may be entailed upon them in con-
sequence.

In connection with taxation, there is a feature which
the government is also bearing in mind, namely, that
Canada is a country inviting immigration and is not likely
to become a country of heavy individual taxation. The
Dominion’s settled policy is that in providing its war
expenditure, resort will not be had to taxation upon the
farms, personal effects or incomes of those engaged in
our great basic industry of agriculture.
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Trade and Commerce,
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ereased largely because there is little need at present for
the construction materials which were imported in recent
years in heavy volume. In short, the United States is as
usual selling us most, and is now lending us most money,

" but Great Britain is still our best market. Previously,

Great Britain bought most from us, loaned us most
money, leaving United States to sell most to us.

The imports from the two countries for the past three
years were as follows:—

Fiscal year. Great Britain. United States.
o i s o R e B $132,070,000 $395,565,000
TOIR-1 Gl Bt & 90,158,000 296,632,000
TQI5-16" ... i 77,370,000 370,497,000

Canadian purchases in the United Kingdom were
restricted by the disturbance of producing conditions
there and by the disarrangement of transport facilities,
particularly in the first months of the war. Last year 73
per cent. of our imports came from the United States.
While there was an increase of Canadian merchandise
sent to the United States, the result partly of a more
liberal tariff policy on the part of our neighbors, the
great increase was with Great Britain. The figures for
the past three years are:—

Great Britain. United States.

Fiscal year.

POTRUTS, blsiiiasn «ses $215,253,000 $163,372,000
1QT4-I5 +vcnnees--o 186,668,000 173,320,000
I1QI5-16 «vcvnnennns 451,852,000 201,106,000

Great Britain took over 60 per cent. of our large
volume of exports of the past fiscal year, and the United
States 27 per cent. The circumstances that so increased
the demand for Canadian products in Great Britain
operated also in the case of France, Italy and Russia, to
all of which the exports reached unusually high figures,
France taking $33,703,000 worth, Italy $6,572,000 worth,
and Russia $4,874,000 worth.: During the current year
these figures will probably be exceeded.

Great Britain is likely to try to sell more in this
market from now onward. The sentiment is in favor of
stronger trade relations. For the volume of trade to be
increased, it is necessary not only fqr greater attention
by British firms to this market but it is necessary also
that a number of obstacles to British trade in Canada,
such as rules regarding the valuation of packages, valua-
tion for duties, bonding and warehousing, dumping, etc.,
should be modified. This can be done with strict regard
to the interests of Canadian manufacturers and with
advantage to British trade here as against that of foreign

countries.
Export Trade and War Orders,

The basis of our increased export trade is the placing
of war orders here. To date, their value has been con-
servatively estimated by the writer at $I_,0_95,000,ooo,
$600,000,000 of which represent shell and similar orders.
The effects of such a large volume of new business and
in new channels are important. In two years our export
trade has more than doubled. New markets have been

_ opened to Canadian producers. From the profits on

these orders, many industrial corporatip.ns have been able
to pay off bank overdrafts, to finance without bank loans,
to pay accumulated dividend arrears, to Initiate dividends
and to build up substantial reserves. Employment has
been available at high wages to all those who sought it.
A class of skilled mechanics, able to work to a ‘fine
fraction of an inch on war orders, has been created and
will prove of value in manufacturing new lines for a peace
market. These are some of the results of war order
business which has meant, for example, export to the
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United Kingdom for several months past of Canadian
products to the value of $2,000,000 a day.

Of our merchandise exports for the 12 months ended
September of $1,053,000,000, agricultural products ac-
counted for $396,000,000; manufactures for $361,000,000,
and animal products for $111,000,000. During the 25
months of war to September, Canadian exports of mineral
products increased 35 per cent.; of the fisheries, 20 per
cent., and of the forests, 28 per cent. In the same period,
exports of animal produce increased 79 per cent.; agri-
cultural products, 65 per cent.; manufactures, 473 per
cent.  Miscellaneous exports which were less than
$250,000 at the war’s commencement had increased by
September to $8,000,000, a gain of 3,514 per cent. Our
war orders per capita have been about $150. Add to
this, the large crop of 1915, the high prices for all pro-
ducts, and the foundation of the present prosperity is
evident.

Export Trade After the War.

What will our trade returns look like a' year after
peace? What will take the place of war orders? How
far have our manufacturers and banks used the medium
of war orders for the extension of trade when war ceases?
Those of our manufacturers who are inclined to believe
that new markets will be opened and old ones extended
for them by the magic of legislative action, will be dis-
appointed. Legislatures may be able to help pave the
road to greater trade but the manufacturer must push
himself along the commercial highway. The work, in
the aggregate, of individual manufacturers throughout
the Empire, and not legislation, will prove the most
serious obstacle to the progress of enemy trade after the
war. Canadian manufacturers should be cultivating the
domestic market and planning a greater export trade.
This perhaps is being done in individual cases but a cor-
bined movement of any weight has yet to be seen. We
have much to learn ahout export trade. Everything
should be done to encourage Canadian purchasing power.
Home demand may be stimulated by good quality and.
proper prices.

Certain factories not employed on war orders are
working at only part capacity. These will benefit in due
course by economy in operation, the obtention of new
markets, and from a policy of well selected immigration
which will place men on the land, creating a greater
demand for factory goods. There should, however, be a
national movement directed to the maintenance of as
much as possible of our present substantial export trade.
The marketing of our surplus requires some careful
planning and hard work.

Banking and Exports.

The report from London' that powerful banking and
financial interests were taking up the formation of a large
industrial bank, said to be capitalized at $50,000,000,
under the auspices of the British government, is proof of
the determined efforts on the part of European countries,
especially the Allied nations, to cope with world competi-
tion in commence following the war. This proposed
British industrial bank is along the lines of the American
International Corporation organized in the United States
in 1915. While the chartered banks of Canada have
many agencies abroad, no such organization as that
announced in Great Britain has been discussed here.
Canadian banks, however, already have important
financial connections in Great Britain, the United States,
the West Indies and elsewhere. Our bankers have dis-
cussed the possibility of extending and multiplying these
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connections with a view to encouraging greater export
trade from the Dominion. A Canadian bank has taken a
facilitate Canadian-Italian business. Similar steps in
other directions are probable.

The growth of German trade and industry has been
ascribed largely to its enterprising banking system.
Most of the large German banking institutions have on
their staffs or at their disposal highly trained commercial
and technical advisers, who are able to report on any
well-founded proposal for the development or extension
of a commercial undertaking. If in the opinion of these
experts the enterprise is a favorable one and shows proba-
bilities of success, the German banks have invariably
shown their willingness to lend financial assistance; their
co-operation often resulted in the flotation of a company,
in which the bank concerned retains a controlling interest.

Industrial Plant at Full Speed.

Students of the Canadian industrial situation are
practically unanimous in the conclusion that the operation
of the nation’s industrial plant, has been somewhat hap-
hazard. Capacity has been considerably ahead of annual
production. Export trade has been sought when domestic
business has been poor. Export trade has been neglected
when home demand was substantial. During the past
year, a larger proportion of the industrial plant was
actively employed than ever before, utilizing an increasing
quantity of domestic raw materials. The value of the
national output in 1916, with the greatest production on
record at high prices, will be the biggest to date. The
value of Canadian manufactures in 1910 was $1,164,-
000,000. With the conditions prevailing last year, the
value of the product will be at least $2,000,000,000. That
is a conservative sum, especially when we take the Cana-
dian manufacturers’ estimate of $1,400,000,000 as repre-
senting three years ago’ their factories’ output. That
means an output on the average of $116,000,000 monthly.
Assuming that the value of war orders is $1,095,000,000,
such orders would keep our entire industrial plant busy
for about nine and a half months. Here again enters the
factor of working to capacity and marketing the surplus
after satisfying the home demand. Most of the nation’s
industrial plant is operating under the pressure of accumu-
lating orders and this will continue well into 1917.
Munition - orders are placed into next summer. But
Canadian manufacturers know that they cannot depend
upon war orders for permanent prosperity.

The increased tariff, in effect early in 1915 as a war
revenue measure, is still a subject of divided opinion, but
it has brought into Canada further branch industries from
the United States. About 50 companies in the neighbor-
iag republic have, since the tariff announcement, arranged
to establish branch plants in this country, apparently
finding it difficult to compete in Canada under the new
tariff. This movement means the employment of addi-
tional capital and labor here.

Tonnage Losses and Shipbuilding.

The number of merchant ships destroyed during the
25 months of the war to the end of October is estimated
at 1,823 with a total gross tonnage of approximately
3,328,584. The Allies bear 75 per cent. of those losses.
Great Britain is making strenuous efforts to maintain and
increase her fleet of merchant ships. At the end of
October there were under construction in British yards
469 vessels with an aggregate tonnage of 1,789,054.

While a number of vessels have been released from
war service they are a small unit compared with the de-

Volume 358.

mand for tonnage. Much of the new shipbuilding both
in belligerent and neutral countries, is being applied to
war vesgels. In due course there will have to be heavy
construction 'of. new  tonnage for mercantile purposes
Some shipbuilding is being done in Canada, chiefl ir;
Nova Scotxat, Oqtario and British Columbia ; The lyast-
named province is filling orders for about $:§ 000,000 of
ships. The basis for the encouragement of ’a n’ational
shipbuilding industry is being considered by the Dominion
gover?men.t. 4 The destructive effects of the war on the
world’s shipping will require at least ten years to repair.

Value of the Crops. .

The effect of the best i »
: crops in Canada’s hist
harvested in 1915, were felt during the past year. st

year’s production o_f wheat, oats, barley and rye was con-
siderably less than in the previous year, and less than the
average of the five years 1910-1914. This is shown at a
glance in the following table, given in bushels :— '

el Average,

: 1975, 1910-1914.
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by the desire to escape European devastation and taxa-
tion, by the fact that present rovers in European lands
may want to rove still more and taste American life, and
by the wish to take up free agricultural lands. The move-
ment may be retarded by the demand in Europe for labor
to rebuild where war has destroyed and to cultivate lands
which armies are stamping.

Lord Shaughnessy estimates that the available trans-
portation facilities will not be able to bring back 200,000
Canadian soldiers from Europe under 10 months. That
would prevent dealing with any considerable volume of
British or European immigration unless special measures
were taken to handle it. Many authorities anticipate a
substantial volume of immigration from the United States
for the next 10 years. The opinion is widely held that
the manhood of the bélligerent nations will be required
at home.

The number of new settlers is not as important as
their adaptability and the arrangements provided here for
them. The settler should be placed on the land and given
assistance to enable him to carry on his work successfully
for the first two years. The day of pioneer clearing of
heavy bush land has passed. The ready-made farm with
the right type of settler constitutes one of the best assets
of the State. Lord Shaughnessy has very properly
pointed out that a mistake to be avoided is the sending of
newcomers to far-off rural districts.

After the War.

In considering probable conditions after the war, we
may recall again the prediction of Mr. Lloyd George in
November, 1914, that during the war and the period of
reconstruction which would follow it, there would be no
competition in the neutral markets of the world, except
from America, and that therefore England would com-
mand those markets. He-looked forward to a period of
four or five years when the manufacturers of Great Britain
would have an artificial stimulus because of the abnormal
conditions. When that period was over, the country
would be faced by the most serious industrial situation it
had ever had to face, as capital wou.ld be exhausted, and
customers crippled and their purchasing power flepressed.
He hoped that there would be a great reduction in the
cost of armaments after the war, but predicted that even
for the first few years the country m.ust. expect heavy in-
creased charges for interest on the sinking fund, separa-
tion aliowances and pensions.

Conditions after the war naturally depend largely
upon its duration and the exhaustion of the belligerents.
The first few months after the cessation of hostilities may
be quiet business months everywhere, but most authorities
think that great trade activity will follow that short
period.

What We May Expect.

That the following developments may be expecied by
business men of this continent after the war is the opinion
of the National Foreign Trade Council of the United
States :—

(a) Cessation of war demand and prices for muni-
tions, reduction of prevailing high prices for exported
foodstuffs and raw materials by reason of restored
European competition, ‘normal transportation and inter-
national movement of raw materials.

(b) Resumption of normal European competition in
home and neutral markets by reason of return of soldiers
to industry and the lifting of military embargoes from

exportation.
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(c) Renewed activity of European export and import
combinations with increased governmental support and
possibly preferential tariff and navigation arrangements
under economic alliances.

(d) Renewal, as rapidly as business conditions and
national, or even international, fiscal policy will permit,
of European investment in neutral markets, the most
effective method of creating a foreign preference for mer-
chandise of leading nations. European war finance has
been moulded to protect trade-winning foreign invest-
ments ; their nourishment will not be neglected with peace.

Against these factors are set the demands of renewed
peace activities, return of confidence, demand for materials
for immediate reconstruction of devastated districts and
revival of development enterprises,

Europe’s accustomed instrument for these activities
will be co-operative effort beginning with cartels and
trade associations of producers, manufacturers, exporters
and bankers reinforced by the backing of the State, and,
unless the discussions with which industrial Europe now
vibrates shall fail, supplemented by economic alliances
succeeding the war alliances now in force.

In Canada, there may be a certain amount of de-
pression, following the cessation of war orders. This
period may continue until ordinary business orders have
been given in some volume and a general readjustment
of industrial conditions has taken place. Then probably
will come a period of activity.

Entering the New Year.

In the meantime, the new year has commenced with
industrial plant working at capacity, with export trade
increasing, with a substantial volume of orders placed for
delivery well into 1917, with a fairly good crop at high
prices and with all before us in the development of a
country of vast natural resources and of an united Em-
pire. The outlook here is for continued prosperity.
There are dangers in this position. The country has not
yet done full penance for the economic sins of past years.
In our present prosperity may be future depression. There
should be confidence in the national situation, but not
over-confidence. Sane faith there should be, but not
unbridled optimism. Many of our troubles in past years
were caused by the loss of commonsense and of business
perspective. Those attributes must be in full evidence
now. If not, the hard bumps we deserved, and but for
the war would have got, will come even yet. This is the
psychological moment to formulate and put into practice
national plans for the period to follow the war. Lack of
foresight in these days will pay the full penalty when
peace comes. Only by looking ahead, planning and work-
ing now will the difficulties of economic readjustment
after the war be mitigated. There are problems of labor,
immigration, production, marketing, and so on. Our
federal government has a great responsibility in seeing
to it that in this critical time, it has the active, practical
assistance of the nation’s business men to help solve
those problems and to plan for the future.

The change from peace to war gave the world’s
business a bad jolt. The change from war to peace
should be easier. Peace should prove a good foundation.
Militarism will be under heel. Trade and credit and
finance and men and industry have achieved extraordinary
feats of adaptability to new conditions, feats of which
prophets would not have dared to dream. With that ex-
perience, nations whose manhood and economic systems
have survived this severest test of all, will not be appalled
at the so-called difficulties of peace. ;
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Canadian
Government and Municipal Bonds

Since the commencement of the European war, municipalities throughout
Canada have effected a material curtailment in their expenditures
and during the coming year an even more stringent i
policy of retrenchment may be expected.

SAFETY- OF PRINCIPAL

is the first requisite of a satisfactory investment. During a disturbed period, such as the
: last two years and as now obtains, it is even more important to invest in securities. of
z undoubted safety. -

Ieading issues can now be purchased to yield a very favorable interest return. In-
vestors can place their money in absolute safecy and still obtain as high an income as could
be secured from less safe investments.

Write now for a copy of our latest Bond List, which contains particulars of offerings
such as the following, obtainable at prices to yield from :

5% to 6%

The above issues have been purchased only after thorough investigation
suitable for the most conservative investor. Legal opinion will be furnished with el
every sale,

oy g Maturity  Yield About
Doininion of Canada .....ovveveescaeisorerivaraaes 59%, 1925 ¢ 5.10%
Dominionn of Canada. ... ..t vveentiansionnnooricinns 5% 1931 slgty o
Dominion of Canada Stock......oiveiviiis veaieens 5% 1919 & o
Province of Nova Scotia..... ..... DG IS 5% 1926 57"
Province of QUEDEC. . s vvuniiiirisaraniiieiiinnns 5% 1926 5(; E
Province of Saskatchewan ...........ccooieviiieeens 59, 1925 5%“;/ =
Province of British Columbia,.......ccooon vuvniine. 439 1925 & 337 S
City of Toronto (Harbor Commissioners)............ 439 1953 scy o :
City of Montreal........coooveiviieensans el 5% 1956 4 (‘;50/ E
City of Montreal Protestant School Commissioners. . 59, 1946 5.10(;2 g
County of Lanark........ieeciteiiaaioasniueadorsos 5% 1922-1926 5.]00 =
County of TANCOI .« ..o vuiiiiaaiaieiiiairaennan, 53% 1936 5'10‘; ; 8
County of Simcoe, Guaranteed (Orillia)............. 53% 1917-1946 S.QO/ o E
City of Niagara Falls. .. ..cooivvere ooeinnniiin 5% 1917-1926 25330/ -
Town of ReNFIrew. . .oueeienais seriansniiomeercinns 6% 19171946 5%7 o =
Greater Winnipeg Water District ...... ........... 59, 1921 p "((;0/ E
Qity [Of St Boniface o i e il danhat cotid iy 59% 1930 5:&:/ Yo &
Cityiof Tiethbridpe. o i i ciumidalis Lol de s nloievia s 439, 1941 67/0 g
City of Swilt Crrrent, v 0v, - i wisilittabnva s caee 6% 1943 6(; s
City of New Westminster..... .....oooevieeciene.n. 5% 1945 600 =
Municipality of Burnaby................ S ae s et 6% 1931-1935 60/) E
Municipality of Point Grey.......c.cocvieuereennn, 5% 1953 6‘;) §
o g

Wood, Gundy & Company
C.P.R. Building, Toronto

MONTREAL SASKATOON

NEW YORK
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Canada’s Premiers Write of the Outlook

Heads of the Canadian Provinces Tell of Past Development, of
Future Plans, and of Linked Arms with Other Units of Empire
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PRINCE EDWARD ISLAND

[[4

Prince Edward
Island

By
Honorable
J.A.MATHIESON

Premier,
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HE people of Prince Edward Island have abundant
cause for thankfulness that the year 1916 has been
to them one of general health and prosperity.

Mixed farming, which +s our staple industry, has
been rewarded by abundant field crops and a good average
yield of live stock, poultry and dairy products, which,
with but few exceptions, have commanded record prices.
Never before was the total value of our agricultural ex-
ports so large as last year.

Our fisheries, which have large possibilities of future
expansion, last year gave about the usual annual value
of production. _

In our fur farming the production of valuable young
silver black foxes was greater in number than ever before.
This industry has now settled down to a basis of fur
production from which the fever of speculation which has
prevailed in the past years has been eliminated, and it
bids fair to be permanently proﬁtable. when the return of
peace shall restore normal conditions of trade and
industry. : : :

Our manufacturing industries, while limited in
number and not sharing to any considerable extent in
war contracts, have made some progress during the year,
to be noted in the increasing output of woolen fabrics at
Tyron and the production of brick and drain tiles which
has been undertaken at Richmond.

The operations of the steam plant established by the
provincial government at Midgell for dredging and dis-
tributing mussel mud has been conducted on an extenfled
scale during the season, some I,300 car!qads against
750 carloads in 1915 of this valuable fertilizer having
been excavated and distributed over the eastern and
central sections of the province. The'demand still con-
tinues to exceed the supply and there is every indication
that this novel enterprise is proving to. be of great and
growing benefit to the farming community.

The early opening of the car fe_rry betw?en this
province and the mainland is awaited with great interest.
The terminal harbors at Cape Traverse, P.E.I., and Cz.lpe
Tormentine, N.B., which have been u'm.ier construction
during the past two years by the Dominion government,

are now far advanced toward completion, and the ferry
steamer which is of great power and proved ice-breaking
capacity is ready to undertake the work. At this writing
there is some hope that the new route may be partially
operated during the present winter. The terminals on the
island and mainland are but seven nautical miles apart.
The prospect of continuous daily service for mails,
passenger and freight by this new and much shorter
route across the straits has aroused the most lively
interest amongst our people and gives renewed hope to
every line of industry and trade within the province.

Our people, who have suffered great sorrows and
bereavement by the casualties of the war, are still
unanimous in their voice for the continuance of the
struggle which they firmly believe must result in the
triumph of our country, her brave allies and the cause of
liberty and humanity, for which so great sacrifices of blood
and treasure have been made.

- !llllllHINNImllII[IIII|lIIlIIII(IIIHIHlllll|IlllllIIHIllllllllllllHIIllHIIIH"lHHIIlIIINHIIllIIlIIIlIIHIIIIIIH]III]III]IIIIIHNHIIHIIHHIIINIIIIHIHIIHIIIIIIIIIIIIIIIIIIIIIE

BRITISH COLUMBIA

(3

=
British Columbia s

E
E
g
By g
§
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H.C.BREWSTER,

Premier.
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HE period of incumbency of the Liberal government
has been so brief that I shall be excused from
making definite statements as to early developments,

however reassuring the prospect and promise of the
future remains.

Grave problems confront both government and
people. These chiefly have resulted from two causes.
The first is that the whole range of activities—whether
commercial or industrial—is in a transition stage. The
period of exploitative development has ended and stable
citizenship represented in every class, has awakened to
the necessity of basic development of the natural resources
.of British Columbia as the foundation of permanent
prosperity. Important railways have been projected and
partially completed, thus furnishing means of transporta-
tion which prepare the way for expanding settlement and
increased trade incident thereto. The entire citizenship

(See page 49 for article on New Brunswick by Hon. G. ], Clarke, Premier.)
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of the province has turned toward this with a determina-
tion that augurs well for the future.

The orolonged European struggle, coming when it
did, added to the complication of problems of reorganiza-
tion, while the paucity of tonnage temporarily has de-
moralized those industries dependent upon water shipping
for their activity. The heavy draft made upon produc-
tivity by the necessities of the war, and the willing,
prompt and numerically large enlistments of men have
necessitated a readjustment of industrial and other con-
ditions such as was not anticipated. The feature of the
situation which just.fies optimism is the fact that these
conditions now are understood thoroughly and are being
attacked resolutely with careful study and unwavering
conviction that the new order to be established by a re-
adjustment of the business prospects of the people will
rehabilitate prosperity on firm foundations.

The government has applied itself to the task of
ascertaining, with some approach to definiteness, the
tangible assets of the province, a public statement of
which is necessary in the general interest. The govern-
ment also will undertake to investigate and apply prac-
tical, modern methods to assist in transforming its natural
resources into such products as will increase the fixed
wealth of the province, secure its more equitable distribu-
tion, and afford employment for an anticipated influx of
immigration after the war. This must be brought about
by agricultural settlement and industrial initiative, both
of which the government will encourage.

The sympathies and practical assistance of both
government and people will be exercised to enable
returned soldiers to find a place compensating their
sacrifices. Complex as this problem is and requiring
co-ordinating and interprovincial action, British Columbia
people will support the government in carrying out any
scheme which will enable returned soldiers to take a
proud place in our citizenship in every adaptable activity.

The social and provincial life of the provincial com-
munity will be affected by the restoration of a larger’
degree of democracy than has prevailed. The govern-
ment is pledged to give to municipalities a greater measure
of autonomy in the election of various municipal commis-
sions while the coming into effect of the Women’s
Franchise Act will grant all privileges of citizenship to
women on equal terms with men and will bring to the
solution of important economic problems the assistance
of the sex hitherto debarred from responsibility in these
matters.

No feature of the situation is surprising. They all
inevitably result from the geographical location of the
province, from the character of the immigration which
had come in to constitute its population, from the view
both government and people have taken of the various
methods of bringing about prosperity, and from sane con-
clusions arrived at after years of experimentation. While
the future must witness a re-creation, this will come about
chiefly because every fibre of the mentality of the people
has become saturated with conviction that natural wealth
and its transformation are the only basis of real prosperity
and with an equally essential determination to build from
these foundations.

Volume 38.
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many cords of pulpwood as those of all the other provinces
of the Dominion combined. As a great manufacturer
recently remarked, the hour is not, perhaps, far distant
when Quebec will become the greatest paper manufactur-
ing centre of the universe, to which consumers of every
land will have to come for their supplies. At all events
the paper industry in the Province of Quebec has before
it, beyond any question of doubt, a very brilliant future.

From the agricultural standpoint our progress is

equally apparent. Both the perfecting of the methods of
culture and the improvements made in the manufacture of
our dairy products have given, and daily continue to give,
the best results. Our farmers live in ease and comfort,
and their prosperity ought to contribute largely to the
success of the ‘‘return to the land’’ movement, in which
all our provinces, and in fact all the countries of the
world, are so much interested to-day. Towards the solu-
tion of this problem we have given special encouragement
to agriculture and colonization, and it is with a very
legitimate satisfaction that we note the importance already
assumed by the newest of our colonization centres,—that
of Abitibi.

To sum up, I am glad to be able to assure you that
the old province of Quebec is in a very satisfactory

economical position,
and that there is
no doubt that this
condition of affairs P
will continue dur-
N /i st

ing the year 1917.
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ESPITE two years of war and the general financial

disturbance and stringency created at its beginning,

a survey of our conditions to-day satisfies me that
there has been a very distinct gain to the general credit of
our province during the past year which i§ further safe-
guarded in no small degree by the results in operation of
a new law which strikingly marks the history of the past
year in Alberta, banishing forever the liquor traffic within
our province. .

A bountiful harvest last year with good prices for the
products of the farm accompanied by favorable conditions
in every line of industry.gave us a prosperous year.

While the awful war still continues abroad and has
drawn into its vortex thirty thousand odd of our best
blood and brawn, last year we regiped another harvest
second only in quantity and quality to our phenomenal
yield of 1915. Although the weather has not been so

propitious for its garnering as in 1915, the grade conse-
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quently being lower and the yield a little less, the prices
have so advanced that our farmers will in all probability
receive a greater reward for their labor than ever before
in the history of the province.

Alberta is an agricultural country and though its
future history will witness a wonderful development in -
those industries dependent upon extensive mineral re-
sources, the calling of the farmer embracing grain culture
and live-stock breeding will never fail in a land that
possesses the soil and climate of the foot-hill province of
the West.

The importance of Alberta to Canada lies in the fact
that it has limitless quantities of land for the settlers from
every part of the Empire and the United States. Recent
railway development in Alberta has opened for settlement
more agricultural land than is possible in any part of
America. The trek of the American farmer after the
golden sheaf has begun and will continue until all the
homestead and cheap land is taken up. Agriculture to-
day is witnessing a great revival—the new farmer has
come with his crop breeding, soil chemistry, applied
physics and economics. Nowhere will the new agriculture
be attended with more fruitful results than in the new
province of Alberta. : !

For the sake of convenience we have divided our
province into three broad geographical divisions: Southern
Alberta, embracing the area within which lies the famous
Bow River Valley where there has recently been con-
structed the greatest irrigation enterprise in America, and
the second largest in the world; Central Alberta, which
includes the higher Saskatchewan Valley; and Northern
Alberta, stretching to the north from Athabasca. Allvary
considerably in physical and other characteristics, as
might be expected in a country extending 750 miles from
north to south.

In the south is a treeless region comprising abqut one-
third of the whole area of the province, where the country
is open. The land is easily cleared and prepared for
cultivation. It is rich in humus as well as deeper and
blacker than the soil of the treeless \prairie to the south,
and will stand years of cropping before it shows any signs
of diminishing fertility.

North of Edmonton, which city is considered to be
a northern one as Alberta is known to-day, but which is
still some distance from the geographical centre of the
province, lies a vast stretch of country not yet surveyed
but comprising more than 50 per cent. of the whole area
of the province, where sufficient cultivation has already
taken place to establish the fact that the soil is similar to
that of Central and Southern Alberta.

This region is one of great rivers, lakes and forests,
containing the immense valleys of the Athabasca and
Peace Rivers, with enormous tracts of open prairie that -
make it rank one of the finest stretches of territory in
the province. There are open terraces of the Peace River
Valley which are destined in the future to provide homes
for huge aggregations of settlers, which are already
pouring in now that railway facilities have been provided
for that wonderful district.

No further proof of the splendid home-making
possibilities to be found in Northern Alberta can be needed
when it is remembered that the prize wheat exhibited as
long ago as 1876 at the Centennial Exhibition held in
Philadelphia, Pa., was grown at Fort Chipewyan on Lake
Athabasca in latitude 59 degrees, 750 miles north of the
international boundary separating Alberta from Montana.

The increase in wheat production in Alberta during
the las/t few years is but an index of the great development

7
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that is bound to follow in the next decade. Those who
come now may get cheap or free lands, according to their
means and choice of location, and will soon be in
a position to take advantage of the era of prosperity that
seems assured for the next few years.
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Ontario

By
Honorable
W. H. HEARST,

Premier.
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NTARIO has complete confidence in her outlook

and this applies not only to 1917 but to succeeding

years. With one-third of the population of Canada,
this province now yields 45 per cent. of the annual
production of the Dominion. We are accustomed tc
speak of the farm as the basis of Ontario’s prosperity,
and so it is; yet, while the farm yields $350,000,000 in
an average year, our manufactured products represent
$700,000,000. Besides this, the mines of Ontario produce
. $60,000,000 and the forests $50,000,000. Altogether,
therefore, the wusual production of Ontario reaches
$1,152,000,000 as compared with $2,493,500,000 for all
Canada. Resting on this solid foundation, Ontario’s
prosperity and credit are not materially affected by
passing conditions. Hence the agricultural yield this
year, which, owing to an abnormal season, has been
considerably below the average, has not impaired the
prosperity of the province, nor in the aggregate the

financial returns of the farmers. Short crops have been

compensated for by better prices, which unfortunately for
the time enhances the already high cost of living. The
increase of activity in our forests and mines has been
limited only by the amount of labor available. In fact,
every branch of industry has felt the effect of the shortage
of labor consequent on the war, but this must not and
does not turn us from our great responsibility in that
respect. We realize fully that at whatever cost we must
win the war for civilization, and we know that after that
has been done we can enjoy in peace and prosperity the
great blessings and op-
portunities with which
Providence has .en-
dowed this wonderful
province of Ontario.

Volume 58.
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g DVERSE weather conditions at a crucial time in the

maturing of the wheat crop caused Manitoba to
suffer considerably last ye

ar in her ic 1
of agriculture. The disappointment wasb;:jllct}l]rédlrlnsctyry
keen.l?ecause early crop conditions gave promise of %
repetition of the record yield of 1915.. The dama 3
however, was confined to the wheat crop and has roge(i
much .lcss than was at first estimated. The ex fe)ri =
may, indeed, prove a blessing in disguise, as It)h g
already much evidence that it will cause th,e farmere l?
Mn‘nit‘obu to turn more and more to mixed farmi ersfo-
which this province is so peculiarly adapted Thng 5
five or six years have been notable for the. stea(;: s
substantial increase in mixed farming in all e o
the province. g5
Five years ago Manitoba im
carloads of creamery butter from Eﬁzt?;stmriotha" AP
alone. Last year a larger quantity wag expor;zgshlps
found an eager market from Montreal to V o
Potatoes, cabbage and other roots and veget {':TCO‘UV‘er.
been exported in large quantities. From t%i i 'have
seen that a partial failure of the i ki ol g
means to Manitoba farmers what j :
dechde ago, and the fact is reﬂect-eti V:’: utl}?e e iy
perity and buoyancy in trade of all kinds. o e
_ The spirit of the people of Manito
gmes gf war is altogether admirable,
rought are being borne sturdil il
a keen sense of %he ‘responsibili)tlieasndoWmlng‘ly ol iy

Empire. The men of Manitoba have ¢ R0 e

s ti
willingly to the call from the battleﬁelc;)sn_ lt?]“:iiv(t);zes;})]ond
) n have

done and are doing their part with s

devotion. .T}fe glamor, the excitemésétlcg;gtt;nd o
new tasks incident to the earlier days of the % n(_)velty o
to a great extent gone from our war work 5 e g
placed by a quiet, steady, day-to—day a;chhome, 58
shoulder endeavor that has never vet faile st i g
up to every demand. 3 i i

ba in these try;
yin
The burdens it hag;

heavy toll of Canadian manh : year has taken
ood in F

brought proud sadness to thousands of g::eg.s’ and has

but its end finds the same factors onl ti lan hom_es,

pressively dominant. There bk Yy the more im-

no turning back. The sacrifices b been and there will be

. ut .
tion that they shall not be in i) add to the determina-

The glories won b :
y Canadians o
less than the losses, have stirred the Ir:att}ilSnb?ottg:f %gﬁtll?\o
s
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and have wrought a new consciousness of nationhood and
of the individual responsibilities of citizenship. In this
there is new promise of the spirit in which Canada will
approach the great

problems which

peace will bring. L
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throughout Nova Scotia.  The farmers er}joyed a
more than ordinarily proﬁta.ble season, with phe-
nomenal crops of hay and'bou.ntlful yields .of potatoes,
ts and grain. The dairying industry continues to pro-
i d high prices are being obtained for these and all
g:}?:: a?armgpr}:)ducts. The:- heavy enlistment from the
rovince has caused a scarcity of farm labor, and many
I: farm in Nova Scotia is being worked by one man, while
i i rseas.
9 s?: . r?nggei:w;rgo;):ftion, the coa! output has been
the previous year, reaching about 6,500,000
tons. Shipments up the St. Lawrence decreased by about
. compared with the previous year, owing
50 per cent. itas of shipping and enlistment among t}}e
to_ s SCE(l;::] tyhe other hand, the cor}sumption of coal in
Eianfrzz‘nufacturing plants of the prQVl,r\lc? and for bu:i(e(;
ing purposes was unusually large. A larger amou

“duri £y
: umed during the yea
iron ’I?}:Ee: E’s’fe:;r;i had on the whole a successful season.

The total catch will pr?bably {all short of that for 1915,
pbut porlCT:‘ hi;et;:lggaﬁgh::shipping thfe lumber indus.try
decli v; d%xring the summer, after a T St <.iuru.1g
eclined month§- Freights still rule exFraordfnanly
;ﬁeh Sgl:tn ievertheleSS there has been 1? C-etr}:a‘;‘ rel;/éval gf
trfdé during the fall. It is expected that eth“ft" o; Pt’he
duction in 1916 will show an 1ncr<?aS§e OV%’O tath -
revious year, while the export will be about the same.
¥ In manufacturing, the past year pas beenkr.narke% by
ess. In the field of munition making and in

steady progr llent work has been done. Al in all, it

kindred lingj f}’:;: while Nova Scotia is contributing her
Hillay b(e;f s:en and money to the great cause we all have
share

i teadily strengthening
is at the same time s'
;t he.zu;et‘,V :};f)rﬂ;ny trial of commercial strength that may
er sin

follow the close of hostilities.

g A Pen—y

FUNDAMENTAL industrial conditions are satisfactory

larger than in

N writing this, my first contribution as premier of

Saskatchewan, I cannot refrain from alluding at the

outset to the retirement of my predecessor, Hon. Walter
Scott. His breakdown of health which ‘has compelled
him in yet early and mature life to seek relief from the
engrossing work and responsibilities of office is a great
misfortune. By his retirement, Mr. Scott has left a
vacancy which it will be absolutely impossible to fill with
the same unique and transcendent qualities of intellect,
leadership, and industry which he possessed. For his
long reign of devoted and effective service to Saskatchewan
he will ever be gratefully remembered by the people.
With Mr. Scott at the helm of affairs, Saskatchewan’s
advancement and prosperity has been almost unprece-
dented and his splendid achievements will earn for him
an honored place among the statesmen of Canada. I
have only to add that Mr. Scott’s retirement has served
to throw into relief the admiration and attachment evinced
towards him by the great majority of the people, and I
hope that he will soon be restored to complete health and
strength, once again to dedicate his rare and splendid
gifts to the public weal, and to finally realize his. best
hopes and aspirations.

I am happy to be able to record that the year 1916
has witnessed many evidences of healthy growth in our
already robust, young province. The only cloud in an
otherwise clear, blue sky is that cast by the war.
Saskatchewan has given freely of her manhood and
resources and will give more without stinting to help
prosecute the war to a triumphant close and to secure an
honorable and a lasting peace. We realize that as the
need is great so our opportunity is also great and our
people have shown by their contributions and sacrifices
that they have resolved with an inflexible determination
to do their part, cheerfully and in full measure, in the
great world struggle.

Despite drawbacks and difficulties which have in-
evitably arisen out of the war, Saskatchewan has main-
tained its prosperity and stability in an astonishing
degree. No further proof, I think, will be desired by
readers of The Monetary Times than the excellent financial
condition of our rural and urban municipalities. The
minister for municipal affairs informs me that never
before in the existence of our rural municipalities have
they been in better financial condition than at the present
time. Out of a total of nearly 700 municipalities- less
than 5 find themselves in any way awkwardly placed in
meeting their financial obligations, and these exceptions
are confined to towns which will undoubtedly ultimately
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pull through. This gratifying condition of our municipal
institutions impresses a realization of the financial sta-
bility of Saskatchewan despite the prevailing acute
financial stringency.

In its rich and manifold resources Saskatchewan
offers boundless opportunity to the agriculturalist as well
as to the investor of capital. There are still vast regions
of rich virgin lands awaiting settlement and many
millions of acres have been rendered available for profit-
able farming by the adequate provision of transportation
facilities. Despite the fact that Saskatchewan has risen
to third place among the provinces of Canada in point of
population there is still room and opportunity for a still
greater influx of settlers in the future.

Whilst the crop returns for the past season unfortu-
nately indicate impairment in the quantity and quality of
the crop, our farmers have been liberally compensated by
the increased prices at present ruling. It must be remem-
bered, too, that in 1915 Saskatchewan made more progress
than at any other period in its history, so that a com-
parison between 1916 and 1915 is not altogether fair.
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It is gratifying to me to be able to record that
Saskatchewan’s grain has again carried off the chief
honors at the annual dry farming congress, this year
held at El Paso, Texas. For the forty-six exhibits shown
forty-four prizes and three sweepstakes were awarded
I‘n the wheat classes Saskatchewan won, for the fourt};
time, the world’s championship. This is additional
evidence, if it were needed, of the unsurpassable quality

of Saskatchewan’s grain.

An interesting political event of the year has been
the registration of women voters in our province on
exact, equality with men. Saskatchewan has been the
first province in Canada to do this, and the women of
Saskatchewan will also enjoy the distinction of being the
first women to exercise a provincial franchise.

‘Canada Must Prepare for Peace Conditions

Preparations Should be in Hand to Meet Post-Bellum Problems—Federal Board Should
Study Immigration, Encouragement of Thrift, Capital and Labor Changes
‘ Marketing of Surplus Products and Inter-relation of these Matters :

By SIR FREDERICK WILLIAMS-TAYLOR, LL.D.

analysed. We may then be reminded that it is based

upon the conduct and continuance of the war. When

peace comes, obviously there will come also sharp

changes in this country’s trade, commerce, financial
conditions, and business generally.

The present buoyant industrial conditions in this country
are the direct outcome of a steadily increasing demand by
the Allies for food, clothing and other munitions of war at
rapidly rising prices, yielding large profits to the producers.

As I pointed out last month, payment for these war ex-
ports and for our surplus crops, coupled with loans of $275,-
000,000 effected in New York since the outbreak of hostilities,
have brought money into the country at a rate not only un-
predecented, even in the days of our heavy borrowing in Lon-
\don, but so undreamed of that we can advantageously ponder
on what might have been our condition had there been no war.

THE present prosperity in Canada should be constantly

To Meet Adverse Factors.

The United States are adding to their wealth at an
amazing rate, but unlike the Dominion, that country is not
penalized by increasing national debt and loss of human life.
The post bellum problems of the Dominion, therefore, must
necessarily be more serious than those of the United States.
We must exercise the greatest foresight and take action in
these days of war in order to mitigate the adverse factors
wh_ich will come during the re-adjustment after the war.

Two oufstanding matters in this connection are thrift
and immigration. The two are closely allied, for only by
practising national and personal economy or thrift can we re-
duce our high cost of living—that most effective barrier to
immigration. Upon immigration we mainly depend for the
fuller development of our unsurpassed natural resources.

The proper attracgion and direction of immigration, the
encouragement of thrift, preparation for capital and labor
changes, the marketing of our surplus products, industrial

research, and many other problems i
. ,» Tequire th i
tion of our governments and citizens. Sevefalsen:us gl
commissions have been appointed, and are ugm;'ernment
gathering useful information. It might, howev gyl

much value were the federal er, prove of

g governmen A
business board to study post-bellum conditio;s tﬁkei\}?;;gmt. a
arise

in Canada. There would be availa : :

collected by the various governmelr)llte g}élgai?fgén}catlon g
missions, but the proposed board would dexiS and com-
matters as related one to another. In short ti RS tene
deavor to have ready, when peace comes th’e €y would en-
chinery required to deal with coming ¢ necessary ma-

3 conditions
With the advent of peace will com 3 s
but to financial and trade conditions pezcreelififntg our Empire,
sity for sudden readjustment that in Canada Ting a neces-
must tax every resource to the utmost, QOyr as elsewhere,
in national development should be cons-ider %r uture_actions
portance of the problems of the situation n(: now. The im-
upon those who are living in what m ust be impressed
paradise of the unwise.  Business me ay be termed the

should prepare now for the peace condit?(,nznto fgo?lvern.ments
b (s}
Sane optimism and self-confidence 4y 0

qualities’ and should be the order of tﬁ a((iimlrable national
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~ To sum up, we are gomg to win the just \;? i o
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Exportation of Electricity—An International Problem

Relation of a Possible Coal Embargo by United States to a Curtailment or Stoppage of
Canada’s Electric Power—If Each Country Receives the Share to Which it is
Entitled, there Can be no Ground for Contention or Dissatisfac-
tion—An Instructive Statement of an Important Matter

By ARTHUR V. WHITE.

understand and fully realize the extent to which they
are dependent upon others for their coal supply, and
understand also their increasingly great dependence

upon hydro-electric power as well as its relation-
ShlpBg:h i%ZLUnited States and Canada, as well as many of
the European countries, are nOW experiencing a shortage of
coal supply with consequent Increases in price. The present,
therefore, is an opportune time to review the Niagara power
’ “In the course of this survey we shall consider a
atementst made by various authorities.

istri in charge of the
November, 1016, the District Attorney in c z 3
invegligation held at Buffalo respecting the coal situation,
asked one of the witnesses :—
«1f the Canadians put an embargo on power when
there is a power shortage, should we not put an em-
bargo on their getting coal when there is a shortage
here?”’
Ontario Has no Coal. : > :

In 1801, Mr. E. B. Borron, in making his report to e
Ontario g'0v’ernment on the lakes and rivers, water and water
owers of the Province of Ontario, drew special attention to
:’he fact that Ontario has no true coal. Mr. Borron stated :—

«Thus it will be seen that in respect of fuel and
consequently of steam PpOWET, Ontario occupies on
this continent a very unfavorable, one might say, un-
enviable, position, as compg;ed with ghe maritime pro-
vinces and British Columbia, and with many, if not
most, parts of the United States, and still worse as
compared with England, Belgium and other "great
manufacturing countries in Europe. As was well said
in 7he Monetary Times a few days ago, ‘Ontario has
to import her motive power, and the Dominion com-
mits the folly of taxing it.’ To which might have
been added, ‘with the possibility of being denied even
that poor privilege, shquld at any time commercial
intercourse with our neighbors to the south be sus-

pended or interrupted.” ”’
o

: he United States may

time may come when t
d n;r lxlta textllaleedient to reserve her supply of coal for her own
ee is not impossible. Dr. George Otis Smith, Director of
uhse, United States Geological Survey, commenting upon the
E;v:rld’s supply of coal, and with partxcula\r reference to the
reserves in his own country, states:—

«This glance at the world’s reserves of coal

i lv that the United States leads all
e S i duction, our annual output

ountries 1n Pro :
;.))te}ill?;' nce ;ly 40 per cent. of the total,, but also that it
possesses the greatest reserves. e A g

mineral is there greater need to emphasize the folly
: f exporting the raw material. Let us keep our coal
Zt home, and with it manufacture whatever the world
’
9’

needs.’

Dr. Smith advises:
with it manufactn;lr(i V:lhc
ignificance that s .

<~ Séi:mples are not wanting to show that when countries
have recognized the fact that certain of their natural resources
ssential to their national wglfare, pohc1es_ have been
;vgggte?sgzsigned to stop or curtail the exportation of such

natural commodities.
o S R

+For purposes of emp
here printed in special type.

T HE people of Canada, and especially of Ontario, should

situation.
number of st

¢“I et us keep our coal at home and
atever the world needs.” Is it with-

hasis portions of the statements are

h a policy should even be suggested?

Consider, for example, the phosphate rocks so valuable
as agricultural fertilizer. A few years ago when the .Umted
States government perceived that they would require the
products of their own phosphate beds, the phosphate lands
of the west were formally withdrawn from private entry, thus
retaining these deposits of fundamental importance to the
future of the nation, as its property. Commenting upon the
phosphate situation, President Van Hise, of the Universit"
of Wisconsin, stated:—

“Indeed, by the statesmen of foreign civilized
nations, exportation of phosphates would be regarded

as unthinkable folly.”’

and, to use his owr words, he urged for the United States:

“that there should be a law which prohibits absolutel’y
the exportation of a single pound of phosphate rock.”

However, it is not necessary to go outside of Can;ida
to find advocates of this doctrine. It has been stated time
and again that the growing industrial and other needs of
Canada require that there no longer be exportation of Canada’s
electrical energy to the United States, without acceptable
quid pro quo. This policy of Canada’s retaining her electri-
cal energy for her own use, is that which stimulates one
like the District Attorney to ask the very pertinent question
above quoted :—

“If the Canadians put an embargo on power
when there is a power shortage, should we not put an
embargo on their getting coal when there is a short-
age here?”

As we. have just seen from a foregoing quotation, Dr.
Smith goes even further and definitely counsels, ‘‘let us keep
our coal at home and with it manufacture whatever the world
needs.”’

May Require Every Unit.

Ontario and Canada may yet require every unit of electri-
cal energy just as much as the United States may yet require
every, pound of phosphate rock, or may find it expedient tc
retain every pound of coal.

In an article dealing with the Zxportation of Electricity,*
the writer in 1910, made the following statement, which is
equally true to-day: ‘‘Certainly the people of Ontario and
Canada are in better circumstances to maintain a supply of
heat and power if their water powers, including their full
share of international water powers, are reserved to them-
selves and not permitted to be exported, except upon terms
and conditions which will conserve absolutely the present
and future interests of the citizens of Canada. Not only
would the water powers of Canada provide, to a certain ex-
tent, a substitute for the coal supply of the United States
as a means of furnishing light and heat and power, but
control of these water powers would secure a basis upon which
negotiations for coal could be conducted in a possible day of
need. Canada would be in a position to exchange, if need
be, part of her electric energy for part of the coal supply
of the United States. It is obvious, however, that if the
United States interests should control both the coal and the
water powers, the situation of Canada would become exceed-
ingly grave.”’

In the present condition of world affairs no demonstra-
tion is needed of the truth of the statement that the keen com-
petition of large commercial interests too frequently consti-
tutes a most serious menace to the peace of nations. There
have been times when, on account of commercial rivalry,
international relationships have become so strained that exer-

¥The Exportation of Electricity. By Arthur V. White, in

The University Magazine, of October, 1g10.
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cise of a nation’s force of arms has been enlisted on behalf of
the demands of large private or corporate interests.

Some years ago when the relations of the United States
with Canada were under discussion before the ‘“Select Com-
mittee on Relations with Canada, of the United States
Senate,” Mr. Joseph Nimmo, Jr., addressed the committee
with respect to the possibility of Canada dealing with her
transportation facilities in such a manner as would adversely
affect interests in the United States using Canadian trans-
portation, and stated that:— \

“In the entire range of our Canadian relation-
ship, from Halifax to Vancouver, the United States
holds an overpowering advantage over Canada, and
at every point. The suspension of the transit trade
would be of comparatively small disadvantage to the
United States, whereas it would be utterly disastrous
to Canada. It is high time for the pecple
of this country to appreciate the fact that their na-
tional government holds a preponderance of com-
mercial power on this continent as absolute as the
preponderance of its military power, and to demand
that those who are charged with the affairs of govern-
ment shall adopt such measures as shall prevent
any interference by a foreign power with the course
of the development of our domestic  or foreign
commerce.’’

Must not Destroy Rights,

In its official Opinion rendered comparatively recently,
the Public Service Commission of the State of New York re-
ferred to the possibility of Canada taking back electrical
energy which had been utilized in building up United States
industries, as follows:—

“We have nothing before us but the suggestion
that the Dominion of Canada may, at some future
time, forbid this exportation. This commission must
assume that international relations affecting so im-
portant a subject as the means of continuing great
industries which have grown up in reliance upon the
use of this imported power, and, as well, the interests
of the Canadian producing companies themselves,
have become fixed and subject only to such changes
as will fully protect the great commercial and indus-
trial interests and rights now served by this power
brought from Canada. The time has long since
passed when governments proceed ruthlessly from
pure national rashness or anger to destroy the settled
accepted commercial relations and formally vested
rights of persons and corporations.”

In connection with the exportation of electricity, Canada
certainly does not desire to assist in creating any circum-
stances which would even tend to invite a possible carrying
out of any such policy as is suggested by the language in
the Opinion delivered by the Public Service Commission of
the’ State of New York, or in the Address, just quoted, as
delivered at Washington before the Select Committee of the
Senate on Relations with Canada. Such policies are foreign
to the aims and aspirations of the peoples both of the United
States and of Canada.

From the foregoing statements, it will be perceived that
there is an increased demand in the United States for electrical
energy. Let us note more specifically how keenly United
States interests desire to possess larger quantities of electrical
energy for use in the upbuilding of industries and com-
munities.

Location of Industries.

The following testimony will demonstrate the views thus
entertained, Lieutenant-Colonel J. C. Sanford, reporting on
January 6th, 1913, upon the subject of Niagara power, to the
chief of engineers, United States army, states:—

““There is no question but that Niagara power
will soon be utilized to the fullest extent allowed by
governmental restrictions. /f advantage of the power
generated in Canada cannot be had on the American
side, manufacturers will be attracted to Canada by
this cheap power, and the industries of this country
will suffer accordingly. The effect of present restric-
tions on the importation of power is becoming notice-
able. . . . Manufacturers at present contracting
for additional Niagara power, must locate, and are
locating in Canada. It, therefore, seems advisable to
permit immediately the importation of Niagara power

Volume 38.

) the company or i i i
make the earliest use of Slslrch p(c:)(\)\?e]??’mes i
The former secr

before the Committ

that =

etary of war, Ho

) n. Henr i i
ee on Foreign y L. Stimson,

Affairs, recently stated

“The investigati i
5 Investigation which }
engineers mdlca.tes that vCanadalaiSf lﬁgnd:lr?gf tgiet}’lte
3 1T,
rr;ﬁunt that the treaty permits in
at whatever effect any restric-
the Falls for more g Ll
» . \ not protect
il sk an a very brief period, and ¢
large number of ind ;
established on this f

Raw Material Shoulq be Free
When Representatiy .

o epre; e Chas, B. Smith i

Ff)r:ignOfA}flflzfirglu’ }1&: submitted, before t}:&éascsge;lfgtrxg o

] g a letter from a Jleadi it Buttalo,

i whidh I s ng citizen of Buffalo,

a very brief time, so
tions on importationg

dian power should b
POWer 1s a raw mate

The Sub-committ
, ; €¢ on Nia
by i ot N Tl
: > ne bills, states that 3 »_In its
attention ;— at it had bheen

€ at once removed. FE :
rial and should pe 'free‘lgctrlcal

Wer, appointed
report on one
urged for its

and they add:—

“If the ad ;
On: tha Canadi‘;;ncqrélen-t in the development of po
so—and it is not sal bacreases for another Yegrw::
P € committee that it
= ' arge an o
consumpt Gy GMmount q
g ?l N in the villages, ¢it; s it coult{ get for
S along our bordeyn - 0 'S, factories and

Cet as Much as Possihle ‘\
Representatiye Ch : i ‘
in cqnversatipn, statedat36 rn;x Smlth’ S e Now s

e th
ba;tc 21115 favored no restriction on
ave thiz Lhpccause if it was good for the
modity he thought it was ad-
ANY Tasr: bermit it to come
; s amply s 1 Tiction, Tp i
vide for no restrictionected I certain billg of lliisw\iz‘}t’ic(;lf Il)\f;
In the state ' -
I of New i
additional electric energ\)\y.Yo'F}(l tl}fre oot
Gy 12th, 1914, by the Pakin s bion
ate of New York, records tha<t:'

(;elqdy market for
s _delivered on Feb-
Service Commission of the

It is also sta; :
United State ist:g ;hat Niagara Fallg

of the state of Neyw a§ from sup

were prohibiteq it ¢
calamity, ”?

Power produced in the
ork, that I:%yg;g the needs of portions
would plain] € Importation of power

Y amount tq , great public

for more electrical
h by the foregoing quo-
OTganizations and other

the Federal :
; 0 ur
situation, government of the Unitge% asctt::n Otn the part of
- o : :
Various organizationg o relieve this

gating Commig » such ag ¢
Hydro-Electric tee of the Ney York esg? terLPO_Wer Investi-
f Buffalo apq Otfgls:):ix;ure, :ﬁ:
ces,
Wa of Re on Foreign i
r Departn:gnt a;md oth prve: enetatlves, the gUni&?lalSrtsatgg
at ROk en :
east aIlevlatmg e Digiginﬁrﬁ;} pzoblem
: stances.



January 5, 1917.
/

In the United States, the problem.at N1agar§1 is recog-
nized as a national one, and of late special emphasis has beeg
given to the fact that no federal policy of ““war-preparedness
can successfully be carried out without increasing the pro-
ducing capacities of plants at Niagara, which plants are either
manufacturing munitions of war, or materials and commo-
dities which are essential to the production of war munitions.

In Canada, efforts put forth, by the Hydro-Electric Power
Commission of Ontario¥*, by the Commission of Conserva-
tion, Ottawa,* by the Unions of various Municipalities, by
Boa;ds of Trade, and other organizations, have resulted_ in
the conservation for Canada of a large amount of electnqal
energy which doubtless would not otherwise have been util-
ized. The activities of the Hydro-Electric Power Commis-
sion have very materially increased the consumption of Cana-

i icity. e
dlanIteliesC;roflp};ssible within the confines of the present article
to do more than briefly indicate some of the chief factors
which enter into this problem of the exportation of electricity.
Before concluding, however, it will be profitable very briefly
to explain a few matters respecting wblch the gub}lc at large,
including a large portion of the public press, is in compara-
s \t\/girtl}?r?l?gefactors which we are about to mention held in
mind—and not otherwise—one will be able; intelligently, to
interpret the course of future discussion or legislation re-

specting power development at Niagara.

Would Have Drained Niagara Dry. :
ears the supply of Niagara waters for power
pUrpEg;er\lvzzyngarded by the public as practically mexhqust-
ible. Companies in the United States, however, had obtained
power concessions which, if put into operation, would have
drained Niagara dry. The United States federal government
recognized the danger of this situation. -

The International Waterways Commission, consisting of
members appointed by the United States and by _Ca‘nagla,
had originated in 1902, following a recommendation in T he
Rivers and Harbours Act’’ of the United States. In 1903 this
commission was requested to report upon the general condi-
tions obtaining at Niagara Falls, with the request that there
be co-operation between both countries to the end that proper
and adequate steps be taken to prevent further depletion of
the Niagara waters. T i

This commission conducted its investigation, co-opera-
tively with the United States War Department and subse-
quently made its report. Certain recommendations with
respect to the preservation of Niagara and the amount of
water to be diverted on the United States side, were enacted
into law by 7he Burton Act. This commission having com-
pleted its work, disbanded about a year ago.

History of Legislation. :
The Burton Act of June 29, 1906, was “For the Control
and Regulation of the Waters of the Niagara River, fo’r’ the
Preservation of Niagara Falls, and for Other Purposes: 3
was regarded chiefly as a temporary measure. It limited
the diversion of water on the United States side to a rate
not exceeding 15,600 cubic feet per second ; and under special
permits the Zmportation of electrical energy from Canada into
the United States, could be had to an aggregate amount of
160,000 horse-power Th% Burton Act continued in force until
13, when it lapsed by limitation.
.t 3blo§:ly follogving );he passage of the Burton Act, the
government of Canada, on April 27, 1007, passed an Act to
Regulate the Exportation of Electric Power and cer!:alp
Liquids and Gases. ‘“The Fluid Exportation Act,” as it is
called, among other features, provides for the taking out each
vear, of a license permitting the exportation of electricity to
the United States; and for a possible export tax not exceeding
: e-poOwer per year.
i ¥i1"15h<:11;se pBurton Act—a United States measure—regu-
lated the ¢mportation into the United States, while the Cana-
dian measure, the Fluid FExportation Act, regulated the ex-
portation from Canada.

The passage of the Burton Act was furthered through
the influence of such organizations as the American Civic As-
sociation, the American Scenic and Historical Society, the
Colonial Dames of America and others, assisted, also, by
efforts of Canadians.

The Burton Act recommended the opening of negotiations
between the President of the United States and the Govern-
ment of Great Britain, for the purpose of regulating and con-

*Consult the Annual Reports of these Commissions.
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trolling the waters of the Niagara River and its tributaries.
Negotiations were opened, and in due course, the Boundary
Waters Treaty was signed at Washington on the 11th of Jan-
uary, 1909, and ratified on May sth, 1910. The Burton Act
and the Treaty, for a time, were coexistent and the Act was
effective until its expiration. : :

This Boundary Waters Treaty specifies nothing with
respect to the importation or exportation of electricity, but it
provides for a diversion of ‘“not exceeding in the aggregate
a daily diversion at the rate of 20,000 cubic feet of water per
second for the United States” and of 36,000 cubic feet per
second for Canada.

Until quite recently the United States War Department,
which exercises federal jurisdiction over Niagara power
matters, had not issued permits for more than 15,600 cubic
feet' of water per second, although it has had the right to
issue permits up to the treaty quantity of 20,000. A state-
ment was made in December, 1916, that, on account of the
great power shortage, the Secretary of War had decided to
release, by permit, the unappropriated water up to the 20,000
cubic feet per second.

Statistics of Capacity.

The province of Ontario has allotted about 30,000 cubic
feet of water per second to provide for,the full installations
of the existing power companies at Niagara. The balance of
about 6,000 cubic feet per second, is to be utilized by the
proposed Chippawa development, which, it has been stated,
is to be made by the municipalities of Ontario through the
agency of the Hydro-Electric Power Commission.

., At the present time there is installed on the Canadian
side a nominal plant capacity of about 425,000 horse-power,
and on the United States side about 260,000 horse-power.

In the United States, federal jurisdiction over Niagara,
by virtue of its being regarded a navigable stream, is exer-
cised by the War Department. The Secretary of War issues
the permits to the different companies utilizing the water,
and the Corps of United States Engineers are entrusted with
the enforcing of the various regulations.

In Canada, the control of the waters of Niagara for power
purposes is under the jurisdiction of the province of Ontario.
The exportation of electricity is under the control of the
federal government. The Department of the Interior, Ottawa,
issues the annual licenses and, through the agency of its
Gas and Electricity Inspection Branch, provides certain super-
vision of the operations of the power companies.,

Matter of Licenses.

The licenses issued a year ago by the Department, pro-
vided for the following export quantities: Electrical Develop-
ment Company, 35,000 kw.; Ontario Power Company, 45,000
kw.; Canadian Niagara Power Company, 55,000 kw. ; a total
of 135,000 kilowatts, or approximately 181,000 horse-power.
It is probable that these quantities will be materially reduced
in the next licenses issued.

International Jeint Commission. \

The carrving out of the terms of the Boundary Waters
Treaty,as well as adjudication upon certain matters of dispute
between the two countries arising out of the use of boundary
waters, is now vested in the International Joint Commission,
which tribunal, in many respects, corresponds to the former
International Waterways Commission. Its functions and
powers, however, as set forth by the Treaty and more fully
defined by Rules of Procedure, are broader. Thus. the means
of adjusting differences between the two countries are avail-
able through the instrumentality of this Joint Commission,
and the Boundary Waters Treaty. The Treaty is based
upon the Doctrine of Equal Benefits, FEach country is en-
titled to receive its full share of the benefits derivable from
the use of one-half of the waters which would naturally flow
in the Niagara River. If each country receives the share
to which it is entitled there can be no just ground for con-
tention or dissatisfaction.

Having, now, knowledge of the various factors already
discussed, including the International Waterways Commis-
sion, the Burton Act, the Fluid Exportation Act, the Bound-
ary Waters Treaty, the International Joint Commission and
of the functions exercised by the Secretary of War. Washing-
ton, by the Department of Inland Revenue, Ottawa, and by
the Province of Ontario, with its Hydro-Electric Power Com-
mission, and other organizations, one is in a position to give
intelligent understanding to events which may arise in con-.
nection .with this very important subject—the Exportation
of Electricity.
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Three Yearss War Will Cost $75,950,000,000

If the War Ends This Year the Annual Interest on Debt will be

$3,800,000,000—Shares

of the Various Nations—National Income and War— Per Ca ita
Debts—Some Remarkable Statistics .

considerable length of time. In February last, Sir

Thomas White, finance minister, assumed that our

war indebtedness would reach $500,000,000. At 5 per
cent, the annual interest would amount to $25,000,000, and
on a billion-dollar war debt $50,000,000. He thought that
$25,ooo,ooo, with a substantial amount added yearly for a
sinking fund, could be met provided strict economy be prac-
tised by the governments, from the future revenues of the Do-
minion. That would apply also to the larger sum.

The total net debt of the country is well over $700,000,-
000. The debt is increasing rapidly every month on account
of the war. The first year of war cost Canada $90,000,000,
but this figure is constantly rising. Based on the conservative
estimate that each man on active service will cost Canada on
the average of $1,000 per year, Canada’s total war expendi-
ture for the current fiscal year which will end March 31st,
1917, when an army of 250,000 will have been raised, will be
approximately $250,000,000. Premier Asquith in the British
commons estimated the average cost of the war per man
under’ arms at from $1,250 to $1,500 each per year. Sir
Thomas White’s estimate, therefore, of $1,000 per man may
be exceeded, especially in view of the fact that the cost of
ammunition, ordnance, explosives, etc., may be higher.

ANADA’S indebtedness on account of the war may
reach $1,000,000,000 if the struggle continues any

Expenditures at Home.

Canada’s war expenditures at home are about $700,000 a
day. In Canada and in Great Britain, they total approximate-
ly $1,000,000 daily. The war expenditure o. the Dominion
government now exceeds $20,000,000 a month. The largest
item in this expenditure is for pay and allowances, subsistence
and assigned pay and separation allowances of the troops.
This item is running at the rate of about $12,000,000 a month.
This is much more than is paid to the troops at present iL
Canada who number less than half the total Canadian forces
recruited for the war, over 200,000 having gone overseas.

Pay of Overseas Forces. g

The pay of the overseas forces assigned to their families
and dependents here, and their separation allowances, also
paid here, constitute a large portion of the monthly war ex-
penditare. The sterling exchange situation has had much to
do with bringing about the payment in Canada of so large a
portion of the pay of the overseas forces. As nearly as can
be esvimated, Canada’s present war expenditure in Canada
and iu Britain, including the maintenance of troops actually
at the front, is at the rate of about $30,000,000 a month, or
$350,000,000 a year.

This averages about $1,000,000 a day and is equivalent
to about $1,000 per annum per head, as the total enlistment

‘is about 350,000 men.

Position of National Finance.

Out of the revenues of the government for the current
fiscal year it now seems probable that a large amount of the
principal of the war expenditure will be paid, as the budgets
of 1915 and 1g16 are both working satisfactorily. The balance
of Canada’s war expenditure during this fiscal year will be
defrayed partly from the funds of the domestic war loan
issued in November, 1915, and from those of the war loan
of September last

In national finance, if debts can be funded, the practical
question is that of payment of annual interest but, as the
finance minister has said, while this is so, the fact must not be
overlooked that debt is debt, a financial obligation and burden
upon the body politic, whether owed to investors at home or
abroad. During the current fiscal year Canada has been able
to pay out of its revenue the interest on money borrowed for
the war, and also a part of the cost of war. This has
been accomplished by an increase of national revenue and a
reduction of the expenditure on ordinary account. By the end
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Financial Aspects of the War

If Our Share of the War Cost Does not too Largely Represent Mon
the Burden can be Borne, Because it Will Consist Mainly o

€y Borrowed Abroad,
f Transference of

Money From Canadians as Taxpayers to Canadians as Bondholders -

By SIR EDMUND WALKER, C.V.0., LL.D., D.C.L.

*

anything about the war, past, present and future,

provided I can somehow say it in terms of money,

but the habit of expressing what we do in terms

of dollars is so apt to obscure the real meaning
of things, that while I shall be obliged to explain much
by reference to dollars, I shall try also to explain by
reference to the real facts of life. At the end of Canada’s
fiscal year, March 31st, 1913, the climax of a period of
great expansion, we found that we had imported goods to
the value of 300 million dollars more than we had exported,
and owed more than 125 millions besides for interest on
securities held abroad. We were thus 425 millions on the
wrong side internationally, and we had to sell, mostly in
Great Britain, 400 millions of new securities to help to square
the account. The natural contraction which followed im-
proved the figures, so that by March, 1914, the excess of
imports was only 180 millions, but as our interest bill of
course increased, this left us still about 320 millions on the
wrong side.

A few months later we had to face the outbreak of war,
and the financial prospect for Canada was particularly bad.
How could we hope to correct such an unfavorable situation,
and as our deficit must be met by a sale of securities abroad,
how were we to keep Canada’s credit in good shape, since
England could not and would not now buy a dollar’s worth
for any new purpose. The last loan placed in London by the
Dominion Government—one of 25 million dollars—was in
March, 1915, but this was not supposed to be for war purposes.

THE title is vague enough to permit me to say almost

Made Without Strain.

Steps were taken, as we all know, to prevent the hoard-
ing of gold, and to avoid financial disturbance, but most of
these precautions seemed later not to have been necessary,
although, doubtless, they produced the desired result by their
very existence. Building operations, or the fixing of capital
in any other form of national or private betterments, practi-
cally stopped, a widespread feeling of the necessity for econ-
omy prevailed, and by March, 1915, we had reduced the ex-
cess of imports to 36 millions. Even then, with interest by
this time probably amounting to 150 millions, we were about
185 millions on the -wrong side. As the European market
for our securities disappeared, a market was rapidly created
in the United States and the passage from the period of an
excess of imports to that of an excess of exports was thus
made without the strain we had expected.

When the war began it seemed clear that Canada would
be obliged to borrow her share of the cost of the war, and,
great as was the burden borne by Great Britain, she agreed
to lend us, I believe, although I do not speak with authority,
$5,000,000 a month. As most of our expenditure at that time
was made at home, this was a material help to our finances.

First Loan in New York.

In July, 1915, mainly because of capital expenditures
which could not be arrested, Canada made her first loan
in New York, borrowing 25 millions for one year and 20
millions for two years.

' By the end of 1915 we began to feel the good effects of
the stoppage of public and private building, and the exer-
cise of public and private economy, and of the export of all
kinds of munitions, such as foodstuffs, clothing, saddlery,
shells, rifles, etc. It became evident that we could and sl_lot}ld
pay our own war charges without aid from Great Br_lt.am,
and as the business of making shells.and kindred munitions
began to expand and take shape it also became evident that
we must so finance the payment for such munitions, as to
enable Great Britain to pay to some extent in treasury bills

instead of in cash.

In November, 1915, the finance minister offereq to the
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Exports Exceeded Imports,

When the Dominion fiscal
) year close
we were delighted to find that, leaving o(lix’t 3‘51tharch, 1916’
our exports exceeded our impo £0'd and bullion,
from the international point w
to pay our forexgn. interest and a la;rg'ee e e oimble
charges. For the six months of th AR of ur war

which returns are available, the exieggeiefllt fiscal year for
gold and bullion is over 140 millions €xports without

imperial government, the banks we
to .wha't extent they could aid by buying ;
obligations. This they have done to theg;
lions and they have undertaken to purchy mount of
early in 1917, Lo
Ix()1 Septlember the minister of fi
second war loan in Canada and this ¢
for 100 millions. The loan was untcllg;:v}-l'e confidently asked
c i s, but as w
tions amounted to over 200 millions, anfin(;w’ the subscrip-
banks obtain nothing on their underwritipn ot only did the
scribers received only from about 35 tq 50 g, but the sub-
subscriptions, except in the case of smal] ;’g’ocent. of their
This brings up to date the wonderful stq D
finance since the collapse of trade EXpanSio;yizf o5
19

How Much More?

I national
i B

We have done better than we
% cou : . )
wildest dreams, but how much morgdcgive imagined in our
the war is over can we pay the debts wnire 40, and when

curred? This is where we shoulq ap which have been in-

ing purposes, but also men anq “}.” not only men for fight-
mines, forests, factories, etc., so that we

our soldiers, do the same for a]] at homlgaybcl.othe and feed
keep the national plant efficient, anq Produc uild enough to
of every conceivable kind, covering man ﬁe munitions of war
ent articles from wheat to shells, ¥ thousands of differ-

end. dCont(ilnued success in our gh
now depend so much upon nati

supply of men and upon the econg?naé oﬁfna?:e.’ as upon the
must supply many more men and we my individual, We
production of all classes of Munitiong >t not lessen SR
without harder work and longer hours .for ti SRt da th.‘s
in Canada, and clearly not without the emp] oo Who remain
in the place of men to a very Poyment of women

much
have thought of thus far. Only thus grelaf;gr:x;:;tl ;ha? wg
€ 1ree



January 5, 1917.

to go to the front, whether they go willingly or by conscrip-
tion, and only through economy such as we have not begun
to exercise can the task be successfully accomplished. 1f a
wage-earner restrains his desire, or even his apparent need,
to spend, and thereby saves $100, and if he invests it in our
war loans, he has put just $100 more of fighting power into
the British army, which will absolutely not be available if
he does not save the amount. Even if he only deposits his
savings in a bank he will aid the cause.almost as effectively.
This saving of $100 by a workman may seem a  trifling
matter, but let me say that in the aggregate it becomes one
of the most important aspects of the war, and if the thrift
campaign about to be inaugurated meets the measure of
success that it deserves, much of our anxiety about the future
financing of the war will disappear.

To Help Win the War,

Our problem then is to keep enough men in the firing line,
to take care of them, to make all the munitions for the Allies
that we can, and to pay the interest on our foreign indebt-
edness, so that Canada shall bear her part in the war as
nearly as possible out of her own resources. If we can
do’ more than this every dollar we can invest®n the British
treasury- obligations issued in payment for the munitions
we have supplied, is in effect so much of an offset to our
own war indebtedness. So if any man, rich or poor, with-
stands his desire to spend his money on something he can
do without, whether he puts his savings into a war bond
or into a bank, he has by that act helped to win the war.
Carried out to its full extent this would, of course, reduce
us to the condition of those living in the war zone, but
each man must decide just what economy means in his
case, and what he may safely do, having regard to those
dependent on him, should not be very hard to determine.

When the soldiers come home and the orders for muni-
tions stop, what then? Frankly, I do not know, nor do I
believe there are any who do. We can estimate the force
of some of the factors in the situation but we cannot even
guess at the number of factors, good and bad, to be con-
sidered. In 1865 most people thought that the United States
was facing bankruptcy. How could a total national and
private debt of about 6 billions be paid? 'How could em-
ployment be found for a million and a half of soldiers coming
back from the front? In less than three years, however,
these problems had been solved and by 1868 business had
become good. The expansion of business which followed the
period of sharp readjustment after the war was so vast that
by 1873, the country had to face the greatest panic the world
had ever known. We shall probably have a bad time for a
while, but the experience of the United States and the futility
of all attempts to gauge the future since the war began
should warn us not to prophesy but to be prepared for almost
any emergency.

How long the war will last we do not know. How much

our national debt will be we do not know. What we do know i

is that, if we do not falter, we can win the war.

THE MONETARY TIMES 2

When we have won the war, if our share of the cost has
been mainly borne by Canada itself or does not too largely
represent money borrowed elsewhere, the burden can be
borne, because it will mainly consist of the transference of
money from Canadians as taxpayers to Canadians as bond-
holders, and however hard that may be on the taxpayer, the
country cannot be ruined by the mere readjustment of a
debt which it owes to its citizens. In any event, let us re-
member that taxation, so long as it is not really oppressive,
may be met by increased energy and increased economy
and in a wasteful country, such as Canada has always been,
there is a large margin on which to draw.

Produce to Last Possibility.

When the war is over and the painful task of reorganiz-
ing our industries is accomplished, we shall find that many
things have adjusted themselves. The places in the com-
munity, once filled by our gallant and ever memorable dead,
will be filled by women and girls, by boys called on for the
time to work as if they were a few years older than they are,
and by men working a few years longer than their energies
would ordinarily warrant.

Our obligations will demand that we produce to the last
possibility, from farm, forest, sea and mine, and from our
factories. We shall possess for our industries, plant, capital,
skill in our workmen, enterprise in their employers, such
as we could not have possessed but for the war. Any sur-
plus of labour not required in the factories, will, if we have
great depression, turn to the land, but we hope that the
desire for an open air life on the part of many a soldier, the
high prices obtainable for all farm products, and the many
advantages of a country life, will lead thousands to take Gp-:
farming, not as a last resort, but as the fundamental source
of our prosperity.

Immigration will Come.

That there will be much immigration into Canada I do
not doubt, The tide from Europe may be slow during the
time of rebuilding in the destroyed areas, but slow or fast,
how can we doubt that Canada, with the last great area of
unploughed land in a democracy, with a sufficient water
supply, with the climate which bred the men of St. Julien,
of Festubert, of Givenchy, of Courcelette, will ever fail to
be a magnet for the youth of all countries. Our dificulty
will not be so much the want of immigrants, as to decide
whether they are to be allowed to settle here, seeing that we
_shall want to know whay kind of comrades they will prove
if we have ever again to fight for our liberties.

. There is so much, more to be said, so many considera-
.tions to depress, so many to give us hope, which I have not
dealt with, that my remarks merely touch the fringe of this
great subject, but if what I have said helps any man to do
his daily task more patiently in this long time of waiting,
I shall feel amply repaid. :

To those of our many good friends who have
co-operated with us in the production of this
number, we desire to ‘express our earnest
appreciation, as a result of which co-
operation we are encouraged and hope to
provide still better things in the Annual
Review and Outlook Number for 1918.
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In Appreciation

It is doubtful if the ‘‘Monetary Times of Canada’’ has, during the past forty-eight years, ever published
a number that will cover so interesting a period as the Annual Review and Outlook Number for 1917.

From a comparison value point of view, due to the fact that the data presented cover a full war year,
this number will,_ we feel sure, be more than ever welcomed by the business and financial interests of this
and other countries, and assist greatly in the world-
wide dissemination of useful and reliable facts as to
the financial and commercial situation in Canada.
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Will Seeming Prosperity Turn Out to be Inflation

Dangers in the Prosperity of the United States, Our Chief Money Market to
Position of that Country in the Commercial Fight to Come—

.day_

Instructive Analysis of the Position

By A. BARTUN HEPBURN, LL.D.

The inordinate demand for raw material and
manufactured products, the various means of pay-
ing for the same, and the logical effect of such

demand and payment tell the whole story, so far as the United
States is concerned, since we have not been drawn into actual
war. Mules and horses and saddlery were among the first
importunate demands which have continued without abate-
ment, also the motor car, which supplements or succeeds the
horse ; the various food products for man and beast, clothing,
both woolen and cotton, woven and knit, and raw material
from ‘which clothing is made, but chiefly guns and munitions
and the material from which they are made.

The fiscal year of the United States government ends
with June 3oth each year. The increased volume of our inter-
national trade can best be told in figures. Prior to the war
the largest balance of trade in favor of the United States in
any one year was of approximately $700,000,000. In the year
ended June 3oth, 1914, the excess value of exports over im-
ports was normal, that is to say it was $470,653,491. In 1915,
it was increased to $1,004,4109,600, and in 1916 it was $2,135,-
775+355. Several months of the present fiscal year have
passed, and if the remainder of the year shall .continue the
pace which these months have set, the year 1917 will show
an international trade balance in our favor of over $4,000,-
000,000. )

Five Billion Debt to Europe. %

Lloyd George stated, when chancellor of the exchequer,
that the United States, at the inception of the war, was in-
debted to England in the sum of five billion dollars, and to
the continent of Europe another billion. The British income
tax enables a treasury official to estimate very closely the in-
debtedness of any nation to England, but it suited .Lloyd
George’s purpose to make this indebtedness as large as
possible. The best study I could make on this side of the
water seems to justify the opinion tha¥ $5,000,000,000 would
cover our indebtedness to all Europe on August 1st, 1914.
By the time this article appears the trade balance of $3,230,-
000,000 for the first two years will have grown to over $5,-
000,000,000.

How have these enormous purchases been paid for?
Well, over $1,500,000,000 of American securities held abroad
have been returned and absorbed by American investors prior
to November, 1916. The amount of such returned securities
can be approximately ascertained, but they keep coming and
hence the amount is continually changing. The loans made
abroad already amount to $1,325,000,000, and another loan
to England of $300,000,000 has recently been underwritten and
offered to the public; also a loan of $100,000,000 to a syndi-
cate of French merchants and manufacturers; $250,000,000
has been loaned to 'Canada and Canadian interests, and $105,-
000,000 to South America. Both the latter loans were largely
to put the borrowers in funds to pay their indebtedness to
Europe. The current indebtedness of European bankers to
New York bankers is very considerable, and is in addition
to the above-mentioned foreign loans. By January i1st loans
abroad will amount to $2,000,000,000.

As to the Gold Movement. ]

Just prior to the war Europe resorted to every expedient
to obtain gold, and the exports from New York were very
large. Tie situation soon reversed itself—the stoppage of
purchases in Europe, the very large European purchases here
soon paid America’s current indebtedness to Europe, piled up
New York balances abroad and then induced gold to come
this way. The net importation of gold, from the time the tide
turned late in 1914 up to December 1st, 1916, was nearly $1,-
000,000,000, which paid p7o tanto for purchases here. A few

HAT is the effect produced by this war upon the
affairs of the United States.
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Infiation is World Wide.
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with human nature. England will come out of the war with
her entire people throbbing with the tensest energy, with her
productive capacity in highest state of efficiency and with a
bull-dog determination to maintain her commercial supremacy.
Germany will have lost none of her kultur, and the latin race,
represented by France and Italy, are coming to the front
among the great commercial nations.

At the opening of the war France controlled 45 per cent.
of the African continent and held extensive possessions in
Asia. She was managing her colonies in a most enlightened
manner, with full consideration for the colonists. The best
evidence of this is the response in soldiers of her colonies
in this, her time of sore trial.

These nations, impoverished by war, will not sit down to
a period of economy ar_ld save to pay their debts, they will
press their advantage 1n world’s commerce and trade and
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make money with which to carry and pay the enormous in-
debtedness under which they must struggle. :

The United States, unfamiliar with foreign languages,
unfamiliar with foreign tastes and customs, handicapped with
crude and unusual shipping laws, unable to develop a mer-
chaat marine, and forced to ship her goods in vessels of rival
nations, with the cost of labor at a dizzy height, and bearing
in mind that the labor of women in factories will supply
the loss of men in Europe, and may be a percentage lower
in price—facing all these conditions the outlook for com-
mercial and financial supremacy on the part of the United
States ought not to be especially embarrassing to other na-
tions. I do not believe it possible that lasting good, o~
prosperity, or profit even, can come to any nation as a .-
sult of a war that violates the fundamental principles of
civilization and is a reproach to humanity.

Britain Is Sull The World’s Banker

Her Position After the War will be of Great Strength—The Financial Status of the
United Kingdom, Canada, the United States and Germany—Canada has Won
a Splendid Reputation in the Money Markets—The Teutons’ Millstone

By JOHN STUART THOMSON.

the opening gun of the world-war is $630,000,000.
European stocks, especially those of the Allies, have
been depleted, therefore, to that amount in favor of
American resources.

Add to this the one billion of loans made by America,
and at a glance one can behold the gain of America over the
Allies. While it is true that much of the fruits of these
loans has burst into shot and smoke, it is also true that
every shell of the Allies has won dollars of trade and acres of
colonies. ! 5

The total stock of gold in the United States is approach-
ing three billions. Add to this, America’s trade production of
nearly four billions of exports yearly, and one can perceive
at a glance that America could safely lend the Allies, for re-
habilitation, at any time, at least five billion dollars, or more.
Germany plans to ask for seven billions on peace day, but
what banker is there who will not scoff at the security offered ?

This essential and effective financial facility on America’s
part, is much more important thqq America’s military par-
ticipation in the war. This condition was true in August,
1914 ; it was true when the ‘““Lusitania’ was sunk; it is true
to-day. It will be equally true at the close of hostilities.

THE net importation of gold into the United States since

Spoils to the Victor.

America will lend only to the victor; at least only through
the victor. This is the modern interpretation of the phrase,
“to the victor belongs the spoils,”” the ‘‘spoils’ being credit.

What will give America the necessary financial and po-
litical confidence to lend? These factors: (1) Britain’s naval
victory. (2) Britain’s conquest of new fields in Africa, the
Far East, etc. (3) Britain’s retention of her colonies. (4)
Britain’s retention of her investments and trade in South
America, Russia, India, Persia, Egypt, etc. (5) Britain’s
virtual monopoly of the maritime routes of the world. (6)
Britain’s extension in manufacturing production. (7) Britain’s
retention of her clearing house and financial supremacy. She
has been, is and will be the world’s banker. Her strength
is so virile; her position so assured, that with the increase of
her respons.lbllxtlgs,'her opportunities also increase.

How will Britain recoup herself, both for her own do-
mestic loans, and for her loans in the American market? How
will she maintain her financial supremacy? How will she
maintain he; foreign credits? .

(1) By increasing her charges on her maritime monopoly,
coal, money, etc. This alone is a sufficient guarantee to
America that Brltam will pay and is able to pay. - (2) By the
prqﬁts of her increased trade in both new and old colonies.
This amounts to billions yearly. (3) By the steady profits on
her uninjured investments in new and old colonies. This
amounts to billions yearly. s ,

What is true of British finance is true of Canadian; like
father, like son. It is true that Johnny Canuck has borrowed
from Uncle Sam, especially during the last two years, but the
sum is a trifle; not yet nearly a billion. Against his bor-
rowings, what can Johnny show Uncle Sam in enhanced
commercial position? (1) Increased wheat fields. As yet only
10 per cent. of Canada is in cultivation. (2) Increased trade,
mining and profits. (3) Increased manufacturing. (4) In-
creased population. (3) By far, the strongest and ablest
military power on the American continent. (6) Equal pro-
tector with the United States of the Monroe Doctrine. (7)
Increased mercantile marine. (8) A new found character,
nationally and individually, which is important financially in
respect of prestige. The late Mr. J. Pierpont Morgan,
famous banker, coiner of phrases and money, once said that
he would lend one kind of a man, a million dollars without
any security. Canada, by her war record, has made that
kind of a reputation.

Canada has more wealth per capita than any country in
the world. Her wealth is better distributed. On her trade
profits of $200,000,000 a year, she could well borrow five
billion dollars in the United States for rehabilitation, if that

‘were necessary, and still be solvent. She exports nearly a

billion dollars’ worth a year. The United States owes Canada
the highest respect, for Canada in normal times buys four
times from the United States what she sells to her, and she
remains the, second best customer of the United States,
Britain, her mother, being best customer. It has grown to
be the affected custom in the United States to fawn over
Latin-America. Based on the exhibit of these figures, why
not devote some of this appreciation to Canada? It has grown
to be the custom for some Americans to cow to Germany.
Based on the fact that Canada in normal times buys much
more from the United States than Germany does, why not
heredfter give Canada her proper credit. Based on the rule
of proportions and justice, why not indulge in some en-
thusiasm for Canada? ‘“New wine for old,”” is a poor trade

doctrine.

Cream off the Milk.

No matter how pessimistically facile arithmeticians roll up
the cost of smoke and shell, the fact remains indisputable
that the Allies will take the cream off the world’s bottle of
milk, no matter how much the Teutons shake the bottle. . Sea-
power brings this about. It is indisputable that Russia will
be richer than ever in stirred-up, newly-discovered and expand-
ed resources. It is certain that Japan can now pay her
financial debt to Britain, the world’s banker. Britain is richer
than ever, for she holds the bonds and notes of the Allies,
whose tlr‘adp, by. naval, financial and maritime power, she
also holds in rein. She spends six billions 'a year net, but
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this is only half of her resources, and she could well afford to
finance the world, so that the obstreperous Teuton might be
hit twice as hard as at present. Japan is the most economical
police power (I do not call her a military power in a trade
article) that Britain could employ to assure order in China,
the East Indies, and if necessary in India, Africa and Egypt.
This means that Britain’s patrol-costs will be the lowest,
in all quarters of the globe.

 France’s position will be enhanced, because of her main-
gamed position in her old colonies, and her new opportunities
in Morocco, Syria, Italy, etc.

And the Teutons?

But what of the Teutons? ‘“Woe and alas,” wails the
economist’s pen and voice. What the Allies gain in trade,
maritime and financial power, the Teutons must lose, when
the world makes up its balance sheet. In international
finance, you have to borrow from Peter to pay Paul, the Allies
being Paul. Germany loses in all kinds of manufacturing;
in man power by millions of men laid low; in investments;
in colonies; in maritime and naval power; in blown away
savings; in prestige; in worn out machines and organiza-
tion; in the worn out political patience of her oppressed peo-
ple. Germany’s public debt in 1913 was 250,000,000 marks.
In 1916 the debt showed over 46 milliard marks (eleven and
one-half billion dollars) added to this sum, with less men,
colonies and trade to pay for it. The Teuton’s interest rate
has already climbed two-thirds higher than the Allies. Ger-
many has about exhausted her private savings. Her state
railways are practically mortgaged to her astute bankers,
who thus know how to crush kings. Teutonia’s income
of six billion dollars per year from commerce, foreign in-
vestments, maritime carrying, etc., has been lost for over
two years, and promises, even after the silver peace clarion
rings out from the purple hill tops, to be only half what it
formerly was, as the Allies will assert all the power of their
naval and financial victory. Hence the Puaris trade confer-
ences of the Allies. The amount of German paper curreacy
has been increased from $505,000,000 to two billions (285
per cent.), while the increase in gold is only $275,000,000.
Does this not sound like pre-Bastile history ?

The prerogative and proof of government is the power to
tax. The mistakes of tyrants are borne by the populace.
Germans will continue to pay higher and higher taxes, and
thus they will slave, not for the wealth of their nation, but
to finance the follies of a king, which is commercial, moral
and political bankruptcy. A Teuton of to-day will thus mort-
gage his grandson, and he will tag his great-grandson with
an odious debt. ‘““Make the taxes and not loans pay for war
expenditures,” said Gladstone. The Teuton will drown
himself in the lake of his folly, dragging two millstones from
his neck, both tax and loan. Teutonia will finally adopt the
policy of repudiation of her internal loans, in exactly the way
the Confederate States were compelled to do. I have recently
toured the Southern United States three times, and I have
seen the blighted results of this policy quite evident 51 years
after the war.

Must Work for the World.

The Teuton, disappointed in his dream to make the world °

work for him, must now work for the world, at the low. price
the victorious world of Allies shall set for his labor. - His
labor, therefore, will be as fruitless as inglorious. His slavery
will last through the generations until he pays civilization, in
flux and in rehabilitation, all the cost of this war, whether
he begins with an indemnity or not. It will be all the same
in the end.
Britain is only expending net on the war, half of her
. yearly income of 13 billions; so she can afford to go on for-
ever, as long as her sea trade is kept open. The Teuton
loses six billions of sea-borne foreign earnings each year
that he keeps fighting. When will he awaken, and crack the
heads of Hohenzollern tyrants with their own bludgeons?
When will he call Helfferich, not an economist but a liar? A
treasurer who lies to a people is equal tyrant with a war lord,
who engulfs them in strife. s

Moreover, when will the policy of attrition be cast away,
and Japan be brought in as one of the world-policemen,
whose duty it is to crack the head of the German disturber,
and restore the world to its accustomed ways of peace:
a Pax Anglo-Entente, under the guarantees and patrol
of the nations which will. have brought it about, and to
whom should be added the United States. because of her
essential and large charitable and financial assistance?
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How Canada’s Special War Measures are Working

Since the Outbreak of War; the Dominion Government has been Kept Busy in Raising

Additional Revenue and Financing Canada’s Share of the Struggle—Review of the
Emergency Legislation and National Finance for the past Thirty Months

Canada in handling the financial situation. Un-

doubtedly financial and business disaster in the

Dominion was prevented by the rapid framing of
special financial measures to cope with the crisis. This
special legislation has been summarized for 7%e Monetary
Times below, together with some notes as to how the meas-
ures have worked. Generally speaking the emergency legis-
lation has operated very smoothly and in some cases, no
necessity has arisen for making use of the new laws.

1914.

(1) The Dominion government stood ready to issue Do-
minion notes to such an amount as was necessary against
securities deposited by the ,banks and approved‘'by the min-
ister of finance.

(2) The government authorized the chartered banks of
Canada to issue excess circulation to an amount not exceed-
ing 15 per cent. of their combined unimpaired paid-up capital
and rest or reserve fund from August until further official
announcement,

HEN war broke out 29 months ago, no time was lost
\ g / by the Dominion government and the bankers of

No Cold Payments.

(3) The government authorized the chartered banks of
Canada to make payments in bank notes instead of in gold
othominion notes until further official announcement in that
behalf. 3

(4) The redemption in gold of Dominion notes was sus-
pended.

(5) Legislation was obtained to declare a moratorium if
necessary. 3

(6) The power of issue of Dominion notes was increased
by providing that the finance minister should hold gold to
the amount of 25 per cent. of the Dominion notes issued up
to a total issue of $50,000,000, and in regard to Dominion
notes issued in excess of that amount, gold to be held equal
to such excess.

_Heavy War Appropriations,

(7) A war appropriation of $50,000,000 was voted in °

August, 1914, for the fiscal year which ended on March 31st,
1915. . . ¥

(8) Tariff legislation was passed on August zoth, 1914,
involving new taxation to increase revente.

1915.

(9) Further taxation measures were announced on Feb-
ruary 11th, 1915. A further war appropriation of $100,000,-
ooo was made.

(ro) An amendment to the bank act was made in March
permitting the banks temporarily to lend money for the
purchase of seed grain upon the security of the grain pur-
chase, the crop to be grown therefrom, and the grain threshed
from the crop.

' (11) Arrangement made in the fall for loan of £30,000,-
ooo from British government for war purposes, to be drawn
- upon as necessary.

1916.

(12) A further war appropriation of $250,000,000 was
authorized in February, 1916. :

(13) Tariff on apples, oils and petroleum increased Feb-
ruary, 1916. f ] J S :

(14) War tax on business profits instituted for a period
of three years. 3 g 7

(15) Measure for compulsory investment in Dominion
securities by life insurance companies, enacted.

(16) Sale of Dominion 5 per cent. 3-year debenture stock
authorized, February, 1916; first sales, October, 1916.

(17) Temporary bank loan of $30,000,000 was arranged
by the government in the summer. ;

It is of interest to examine these measures in the same
order in more detail.

(1) In his letter notifying the presidents of the various
banks of the arrangement to issue Dominion notes against
approved securities; Sir Thomas White, finance minister,
stated that the legislation was intended by parliament to
enable the banks of Canada to extend in this time of stress
such credit facilities to the community as may be proper,
having regard to prevailing conditions and the observance
of sound banking principles.”’

The following gentlemen were appointed to advise the
finance minister as to the securities to be accepted: Mr.
D. R. Wilkie, president Canadian Bankers’ Association, To-
ronto (who has since died); Sir Frederick Williams-Taylor,
general manger Bank of Montreal, Montreal ; Mr. E. L. Pease,
general manager Royal Bank of Canada, Montreal, and Mr.
H. B. Walker, manager Canadian Bank:of Commerce, Mont-
real.

Upon Pledge of Securities.

The authority given by parliament was to make advances
to the chartered banks by the issue of Dominion notes upon
the pledge of securities, deposited with the minister of
finance, of such kind and amount as might be approved by
the treasury board, such advance to be repayable at such
times as the board might determine, with interest at a rate
likewise determined by the board of not less than 5 per cent.
per annum.

This legislation has helped considerably the financing
operations of railroads, provincial governments, municipali-
ties and corporations, while it also facilitated the financing
of the crop movement. At the present time a comparatively
small sum of such advances to the chartered banks is at
present outstanding. In July last, the amount was less than
$500,000, secured by approximately $100 of securities, market
valuation to each $8o0 advanced.

Excess Circulation. -

(2) The permission to issue excess circulatio_n was merely
an extension of the period of the emergency circulation, to
move the western crop, which had been in force for several

years. Dominion notes

and gold on Greatest Amount, 15
Ordinary deposit in amount,of per cent. of
Month, limit of central gold notes in which could
note reserve for circulation be used as
circulation, which circu-  at any time excess
lation could during monthk, circulation.
be issued.
August .. $114,837,227'$ 4,150,000 $115,304,287 $228,220,138
September . 114,843,582 10,050,000 124,618,121 228,229,343
October . 114,852,645 13,000,000 128,451,315 228,245,010
November . 113,000,750 10,800,000 124,620,870 227,075,057
December . 113,016,013 9,700,000 117,154,600 226,087,772
1915,
January .. 113,075,538 6,050,000 107,476,852 227,203,102
February .. 113,076,736 5,250,000 09,037,728 227,204,300
March - 113,975,472 5,550,000 100,704,584 227,200,126
April .... 113,080,036 5,800,000 103,842,430 227,307,600
My ot 113,082,653 5,000,000 102,072,374 226,043,641
Juneitaed 113,084,380 5,500,000 103,166,744 227,045,377
Jubyrite LGl 113,084,448 6,350,000 104,166,355 227,045,436
August ... 113,084,747 6,550,000 102,866,674 227,045,735
September . 113,084,870 7,850,000 108,017,308 227,043,978
October 113,086,106 11,750,000 123,204,784 226,638,439
November . 113,087,275 15,100,000 130,400,208 226,705,748
December . 113,087,577 17,300,000 132,680,244 226,444,910
1916,
January .. 113,080,854 11,860,000 123,224,869 226,447,187
February .. 114,216,719 10,460,000 115,301,097 226,674,052
March . 112,815,581 12,010,000 110,037,046 225,838,514
April ... 112,823,808 14,410,000 123,457,733 225,046,831
Moy ~coi, 112,832,765 14,810,000 121,032,300 225,855.608
June. i, 112,846,435 17,710,000 124,850,445 225,860,368
Jaderii v 112,852,038 10,010,000 120,225,475 225,874,071
August . 113,018,037 20,860,000 120,824,206 226,041,870
September . 113,025,545 24,010,000 135-438,550 226,048,478
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For the crop movement this circulation had been allowed
from September 1st to the end of February. The special war
legislation allowed additional issue from March 1st to August
31st. Additional circulation, therefore, is at present available
all the year round. A bank may issue its notes to an amount
not exceeding 15 per cent. of the combined unimpaired paid-
up capital and reserve fund. Interest not exceeding 5 Der
cent. per annum has to be paid to the government on the
excess circulation. The foregoing table, kindly furnished to
The Monetary 1imes by the finance department, Ottawa, is
of interest in this connection

(3) In allowing the banks to make payments in bank
notes instead of gold or Dominion notes, the Canadian gold
supply was conserved against demands from foreign sources.
This was in keeping with the policy of British banks and
those of many other countries during the war crisis. The
total amount of the notes of any chartered bank circulation
at any time was not, however, to exceed the amount of its
notes issuable under the provisions of the Bank Act. -

(4) The suspension of the redemption in gold or Do-
minion notes was made for similar reasons.

(o e necessity for the declaration of a moratorium
by the Dominion government has not arisen and so far as can
be seen, will not arise.

Dominion Notes Legislation.

(6) The legislation which authorized an increase of Do-
minion notes from $30,000,000 tO $ 50,000,000, without limita-
tion or condition, left it open to the government to avail itself
of it now or at any later time. In other words, there is an
integral change made in the Dominion Notes Act whereby a
margin of 25 per cent. of gold may be held in respect of an
issue of $50,000,000 instead of $30,000,000 as under the
present legislation. This matter is a very important one
and was treated at length in an article in the previous annual
number of 7he Monetary Times. In February last, our gold
reserves held against Dominion notes amounted to $115,147,
085, or 64.2 per cent of the outstanding circulation.

(7) The war appropriation of $50,000,000 in August, 1914,
(and also of $100,000,000 in February, 1915, and $250,000,000
in February, 1916), were for the following purposes: (a) The
defence and security of Canada; (b) The conduct of naval or
military operations in or beyond Canada; (c) Promoting the
continuance of trade, industry and business communications,
whether by means of insurance or indemnity against war risk
or otherwise; and (d) The carrying out of any measures
deemed necessary or advisable by the Governor-in-Council in

consequence of the existence of a state of war.

New Taxation Measures.

(8) The special war taxes of August, 1914, were described
in detail in 7he Monetary Times annual of 1015. The in-
creases in customs duties were chiefly on sugar, coffee,
liquors and tobacco. :

(9) The new taxation measures of 1915 were in the form
of further tariff changes and also special taxes on financial
companies, telegraph messages, passenger fares, and stamp
taxes. These measures were discussed in detail in the annual
number of 7 he Monetary T'imes, 1916. About $3,000,000 Was
derived from the special taxes, other than postal, levied under
The Special War Revenue Act, 1915. About $10,000,000 Was
obtained from the increased' duties levied under The Customs
War Revenue Act, 1915.

(10) The amendment of the bank act in March last to
permit the banks temporarily to lend money for the purchase
of seed grain was not extensively used by the banks or the
farmers. The federal government advanced to farmers in
1015 about $7,600,000 for the purchase of seed grain, a matter
discussed elsewhere in these columas. :

Annual Debt Charges.

(11) The loan of £30,000,000 to Canada, arranged with
the British government in the fall of 1015, was to be availed
of, if necessary, at 42,500,000 2 month during 1016. Sir
Thomas White pointed out when announcing this loan that
with the large invisible balance of interest payments amount-
ing to about $150,000,000 annually, which Canada owes to
Great Britain on past indebtedness, and our annual interest
debit of $37,000,000 to the United States, we should, if an
arrangement of the kind was not effected, be obliged to ex-
port gold to Great Britain or to the United States to the amount
of a part at least of our war expenditure abroad. While this
arrangement enstured the stability of our finance for the
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The minister of finance requires, in duplicate, a return
on or before July 1st each year, and neglect to make such
return renders the delinquent liable to a penalty of $200 for
each day of default. The penalty for false statement in any
return is $10,000, or six months imprisonment, or both.

On or before September 1st each year, the finance min-
ister forwards notice of assessment of taxable profits to each
company, firm and individual, and the tax is payable on or

- before November 1st following.

Any company, firm or individual which was liable‘ on
July 1st, 1916, to a tax on two Or more accounting periods
covering two years, the tax covering the first twelve ‘months
can be paid on November 1st, 1916, the tax covering the
second twelve months on November 1st, 1917; and the third
and last year’s tax on 1st November, 1918. Interest at 7 per
cent is chargeable on taxes in arrears.

Appeals against the minister’s assessment of taxes may
be made in form prescribed by the act, to a board of
referees appointed by the finance minister, within twenty days
after date of mailing of notice of assessment, and if the tax

payer is dissatisfied with the decision of the board, he may

within twenty days after mailing of the decision give the
finance minister writtea notice, in form prescribed by the act,
of his intention to appeal the decision. The matter will then
be referred to the Exchequer Court of Canada, whose decision
is final.

Life Insurance Companles.

(15) To assist in war financing, a legislative measure was
proposed in February, 1916, whereby life insurance companies
and associations carrying on business in Canada under Do-
minion license will be obligated to invest and keep invested a
certain portion of their assets during 1916 and 1917 in the
currency, bonds, or debenture stock of the Dominion. Com.-
panies whose domicile is outside of Canada, but which are
licensed to transact business in Canada, have to make the
deposits which they are required to make in those years as
security for their policyholders in the Dominion in such
securities. During the same two years Canadian companies
must invest in such securities one-half of the increase in their
net ledger assets after making provision for increase in foreign
reserves and in policy loans. Provision was made to meet
the case of foreign companies which had already made their
deposits for 1915.

- The aggregate amount of such investments reaches a
total of about $15,000,000. Having regard to the rate of
interest which the Dominion is now paying upon its securities,
the government took the view that there can be no hardship
in such legislation either to the insurance companies or their
policyholders who will obtain an investment of the highest
character vielding a most attractive interest return.

Dominion Debenture Stock.

(16) The sale of Dominion 5 per cent 3-year debenture
stock in small denomipations was authorized to promote sav-
ing among the public and afford a ready means of re-
munerative investment in Dominion securities for funds seek-
ing investment during the intervals between public offerings.
The government has reserved to itself the right to limit the
amount of individual sales, and generdlly to deal with the
issue as is deemed advisable, having regard to the national
credit and requirements,

(17) The government negotiated a loan of $30,000,000
during the summer of 1916, the collateral being 3 months
treasury notes at 5% per cent. Seventy per cent. of the loan
was placed to the credit of the Dominion government on
August 1st, and 30 per cent. on September 1st. As the loan
was repayable on November 1st, the loaning banks were not
inconvenienced through a diminution of crop moving funds.
The loan provided for current needs until the proceeds of the
war loan of September had been received.

Nation’s Financial Transactions,

Here is a brief review of the national financial trans-
actions during war time:—

1914.

A special session of parliament was held in August, 1914,
immediately after the outbreak of war. Between that date
and the February session, a month prior to the close of the
fiscal year 1914-1915, the following steps were taken by the
Dominion government :—

(1) Arranged with the Imperial government for advances
from September until March 31st, of £12,000,000, or 860,-
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(2) Issued for Dominion purposes Dominion notes to an
amount of $10,000,000 in excess of the additional issue of
$15,000,000 authorized by parliament at its August, 1914, ses-
sion. For this action special legislation confirming it was
introduced.

(3) Borrowed $5,000,000 from the Bank of Montreal,

(4) Issued after the successful flotation of the British war
loan £3,000,000 of six months treasury bills negotiated at
4% and 4% per cent. and maturing in June, 1915.

(5) Sold at a net price of 94% 41,300,000 of Dominion
of Canada 1940-1960 stock to meet the private requiremeats
of Canada’s investing clientele in London.

By these means 'Canada arranged its finances until March
31st, 1915, and had substantial balances to its credit both
here and in London.

1915, 3 \

The nation entered upon the fiscal year 1915-1916 with
£3,000,000 of treasury bills maturing in June. There was
also a bank indebtedness of $5,000,000. The treasury bills
were retired upon maturity and the bank indebtedness paid
off. ' The Dominion government then had no outstanding
treasury bills in the London market and was not overdrawn
with any financial institution. On the contrary, it had large
balances to its credit both at home and abroad. The govern-
n}ent was fully financed until the beginning of the summer
of 1916.

The total amount of advances made to the Dominion
government by the imperial government to February, 1913,
for war purposes, was £27,000,000. Since the beginning of
the period of serious decline in sterling exchange from June,
1915, onwards, however, the government was able to finance
all its war expenditures in Canada without assistance from
the imperial treasury. Had we been obliged, during that
period, to bring funds for this purpose from London to Can-
ada, we should not only have made a heavy loss on the
transactions, but would have been in direct competition with
the imperial treasury in selling sterling exchange for the pur-
pose of meeting their obligations maturing due upon orders
for munitions and supplies placed on this side of the Atlantic.
By reason of improving revenues and borrowings in the
United States and Canada, it has not been necessary for the
country to negotiate any sterling bills since June, 1915. The
result of the past fiscal year’s transactions as to revenue and
expenditure may be summarized as follows :—We borrowed in
the United States the amount required for our capital ex-
penditures. Our revenues will exceed our ordinary expendi-
ture by $45,000,000. This $45,000,000 we devote to the pay-
ment of our war expenditure. By the end of the year the net
national debt stood at about $580,000,000, an increase of
$131,000,000 during the year.

1916.

The ordinary expenditure for the present fiscal year, which
will end March 31st next, is estimated at about $135,000,000
as compared with $125,000,000 for the past year and $135,-
000,000 for 1914-15. Capital estimates are $30,000,000 as com-
pared with $46,000,000 for 1915-16. Adding the ordinary and
capital expenditure, the total civil expenditure for the year is
estimated at $160,000,000 as compared with $165,000,000 fqr
the past fiscal year, and $187,000,000 for 1014-15. Included
in the ordinary expenditure for the current year is‘the sum of
$36,000,000 representing charges upon the public debt, of
which sum $20,000,000 represents increased interest on our
war borrowings; and a further sum of $2,000,000 for pensions
payable on account of the war. In making a comparison be-
tween ordinary expenditure for the current fiscal vear and
that of preceding years, these important items aggregating an
increase due to the war of $22,000,000 must be taken into
account,

The banks reduced the rate paid on current business
accounts last year from 3 per cent. to 23 per cent.

The militia department in September was paying out
$2,000,000 monthly in separation allowances. This heavy
expenditure is due to the fact that a large proportion of the
Canadians at the front have left dependents in Canada. The
payments from the patriotic fund account for another $r,-
000,000 a month, while the pension expenditure had reached

1,500,000 monthlv before the heavy additions to the casualty
list in October. These new casualties and the new scale of
pensions determined wupon during the FeBruary session of

parliament will increase materially the expenditure under
this head.
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CANADA’'S LOANS TO BRITAIN

p—

. Analysis of the Position—In What Form Will Settlement
Be Efiected?

A considerable part of Britain’s new debt is represented
by loans to allies and dependencies. The British govern-
ment has made direct loans, aggregating a vast amount, to
Russia, Belgium, Serbia, France, Italy, Canada, Australia,
South Africa, India. Thus the financial history of the Napo-
leonic wars is repeating itself on a greatly enlarged scale.
In the contest of over a hundred years ago England poured
out subsidies and loans to any power that would take the
field against the would-be world conqueror. A considerable
part of that outlay was in the form of direct subventions or
grants; and of the loans a considerable part was never re-
paid. On the present occasion the money handed out to allies,
etc., is supposed to be altogether in the form of loans. The
other nations—Russia, France, Italy, etc.—all expect to derive
benefit from the overthrow of the German designs of world-
conquest. Probably, they will extend their borders and ac-
quire rich new territories, and presumably they will be quite
good for the debts owed by them to Britain. In the aggre-
gate, the claims which the United Kingdom has acquired
against solvent nations in Europe and elsewhere, far out-
weigh the borrowings of the British government in the United
States. It was stated officially in October, 1916, that the
loans by England to allies and dominions exceeded $4,000,-
000,000. So Britain is playing the role of middleman—she
ig borrowing large sums from the United States, and at the
same time lending probably twice or thrice as much to her
allies and dominions.

Allied Government Loans.

In addition to the direct loans by the British govern-
ment to the governments of allied nations, there have been
from time to time issues in the London market of allied
government securities. In these cases the British invest-
ment public, as distinct from the imperial government, made
the loans to friendly nations. All told, the transactions in
which Great Britain appears 2s creditor to the other powers
which are fighting for humanity and civilization, probably
" balance or overbalance the British borrowings in the United
States plus the British sales to Americans of United States
securities.  With Britain holding these vast amounts of
securities on which three friendly great powers of Europe are
obligants, it seems clear that British financial influence is
rnot on the wane. Assuming that the European debtor nations
maintain their solvency, the annual interest collected from
them will cover a respectable portion of the annual charge
for carrying Britain’s new war debt.

Advances to Britain.

In the same way, though on a much smaller scale, the
advances made by the Dominion government and the Cana-
dian banks to the British government in connection with
munition purchases here, operate to keep down our annual
net interest outgo. Since July 31st, 1014, the funded debt
of the Dominion government and the temporary loans have
increased approximately $550,000,000 (as at the end of 1916).
Of the increase, $100,000,000 is represented by ‘direct loans
by the Dominion government to the imperial munitions board,
which is virtually the British government—=$ 50,000,000 being
advanced out of proceeds of the first domestic war loan
and $50,000,000 out of the second loan. Then it is the case
that a further respectable part of the increase of Dominion
government debt it represented by loans to the Grand Trunk
Pacific and the Canadian Northern Railways, and by expen-
ditures on capital account in connection with new property
acquired. Probably $60,000,000 or $70,000,000 of the new
debt is so represented. ‘Of the real value of the property
and claims so acquired it js impossible to speak with
assurance; but they should be taken as offsetting to a certain
extent the increase of debt.

The $100,000,000 advanced to Britain is understood to
be in the form of short-date treasury bills bearing interest
at 5 to 5% per cent. While the bills are current the interest
collected on them will fully offset that required to be paid on
a like amount of our government’s debt. We have to con-
sider in this connection also the loans made by the Canadian
banks to the munitions board. These amount to a further
cum of $100,000.000, With a prospect of rising to a larger
figure. The banks will collect the interest on this sum and
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Price of Stock of two Banks concerned
at time of Absorption

5

, 211—213 (Nov. 30th)
, 103—106 (Dec. 30th)

Western Bank, not listed
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—

One Equal in Its Field as is Bank

—

The first banking amal
1014, occurred last year, w
the Quebec Bank, The d;
agreement whereby for ey
stock shareholders of the
of Royal Bank stock and

The directors of the

4+ The Union

$75 in cash.

west, your directors can

No quotations available

it is necessary for them,

Details of Terms of Amalgamation or Purchase

d| Union Bank of Halifax, 195

two (2) shares, par value $100.00, of Royal Bank of

Canada stock.
or every four (4) shares of Traders Bank stock,| Royal Bank of Canada, 228

, of Union| Royal Bank of Canada, 242—24
hree (3)| Traders Bank, 1663—168

Bank stock, shareholders of Union Bank receive
k, shareholders| Royal Bank

k received one share of Royal| Quebec Bank

shareholders of the Traders Bank received t

shares of Royal Bank of Canada stock.

of the Quebec Ban
Bank, plus $75 in cash.

Date of Absorption

\
|
|
|

, 1917| Forevery 3 shares of Quebec Bank stoc

.INovember 1st, 1910, For every five (5) shares, par value $50.00

.|January, 2nd

Name of Bank Absorbed

Traders Bank of Canada...............|September 1st,1912 F

+Union Bank of Halifax...ceeeeeueen.n.
Quebec Bank.....couin.n.

..|February 13th, 1909 Stockholders of the Western Ban

k were paid in cash

,| Standard Bank, 238—228}

Internationale du

for net assets of La Banque

Canada.

$160 per share.
| 6,000 fully paid up shares of Home Bank of Canada| Neither stock listed

June 21st, 1875
April 15th, 1913

cee

, St. Catharines..
le du Canada...

Niagara District Bank
La Banque Internationa

The Northern and Crown Banks of Can-

! idend
It was also pointed out thf
banking business has been t

refuse advances to some of 't
cause, in their opinion, the a
and profitable, bore an und
of the bank. *

and the amalgamation took place June 1st, 1868.

Advantageous to Shareholders
It was added that th g
h

holders.

The bank amal i
of chartered ba;\kgamanon ot

4 s 1
with the position i n Canada to 21,

n certain

July.
1869 .

Share for share allotted.

In February, 1868, the name was changed to The Merchants Bank of Canada, and a proposition

1899 .
1909 |,
1912 ,
1914

which was amalgamated with the Bank of Nova Scotia on February 16th, 1913, had in 1901 taken over the

July 2nd, 1908
pened for business on May 9th, 1864.

‘““A Bank as Dominant.”
It wi}l be recalled

amate wi
, on behalf of
following

Ry
‘With regard to the tentative

Bank 2 J...

ilton, which have bee

finance, Hon. W. T. W Placed

On May 22ad, 1868, authority was received from the Government,

established instit

amated under the name of

from hi
act, and the i ; M under
ingly.” Interested parties haye

¢ The Northern Crown

ada amalg

The bank j,
portion of itg act allows any pank t

ass
TR Theets to any other

Name of Purchasing Bank

|

The Standard Bank of Canada| The Western Bank of Canada...

.

Royal Bank of Canada......

Imperial Bank of Canada.....
The Home Bank of Canada...

entering into of an agreemen

+ The Merchants Bank o

was made to the Commercial Bank of Canada.

strued to prevent
the go
board from refusing tog' i

t 1s interestin
son, New York g to r

United _States about

deqcy In Canadian bankin
activity, ig unmistakably %
will not be Surprising, there
ten years hence than ’now

Iy a bank as dOmin

* In addition to those shown in this table, the Bank of New Brunswick,

Bank of Halifax absorbed the Commercial Bank of Windsor in 1902.

Summerside Bank.

oward co
fore,

<

The Northern Crown Bank....

2 pEnsg

o
- B

ery three share
Quebec Bank

he bank’

iy ::::::. ..................
{8y A

1OT6 o e R i
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CANADA MAY HAVE DOMINANT BANK

of F
: a5 Resgit of Moo rance May Come

gamation in Canada since July,
hen the Royal Bank purchased
rectors of the banks reached an
s of Quebec Bank
received one share

Quebec Bank inf i
il informed their share-
holders that “with the present condition of businessr in the
separate existence of Moo out the: Hope that if. the
it Sl continuedo Othe bank is maintained, the dividends
a5 On tl;sv icontrary, your directors feel that
€ 0g to severe competiti if th
proposed amalgamation w S i s
. .Were not i =
holders, to reduce the diy or sorjl?;tég?: qco Ezmesé?re
at “the tendency of modern
ovyalrQS the amalgamation of
ncial institution i rge
e S BTy, o frtning o bt
e been obliged to
s best customers be-
mount asked for, though safe
€ Dproportion to the resources

Europe i € experience of bank oth in
= tlfat a;r%;:se%ar‘?da, had shown that amalgamastio:sﬂsluch
ere highly advantageous to the share-

t year reduced the number
How this compares .

i : previous i i
folloing “ablecompiled by 'Ths 3ommiary e

No. of chartered
banks in Canada.

........ 27

1915, desired to amal i el Royal Bank in August,

. g th the Bank of Hamilton, Sir
the government, refused con-
. Statement :—

mation of the Royal Bank of CanaDroposals for the amalga-

s stated t ivi e
sideration he b hat after giving th

: as r on-
banks in quost: eached the ¢

utions, and are actu

he Canadian banking’
rest that he should give
the terms of the bank
been notified accord-

- oksell the whole or any
D4 ank which ma hase
% purc
inister otf bﬁnam:e must \cons);nt to the
an agreement is made, Nothir .\ o7, (B¢ two banks before
© othing in the act “shall be con-
in-council or the treasury
recommend its a.pproval.”approve of the agreement or t0

.10 recall the report of tokio
prepared for thgnN Y, on Canada’ of Professor Jo

: He said: ¢The ten-
> @S 1n all forms of business
. mbinationt 5 L)l

if Canada has fewer banks
Ne or two mergers would give
France or Bank of Germana;n’t’ in its field as is the Bank

T -
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CENTRAL GOLD RESERVE

It Has Been in Operation Over Three Years Now—
Its Record

The central gold reserve at Ottawa has now been in
operation a little over three years, it having become available
to the chartered banks in September, 1913. The purpose of
this reserve is to extend the banks’ circulation facilities,
which had hitherto proved insufficient. Deposits may be
made therein either in current gold coin or in Dominion
notes.

The following record, compiled for 7 /e Monetary Times,
shows the deposits in the reserve for each month since’ its
inauguration :—

1913. Deposits in Central Gold Reserve.
Settem B a7 e s nr e T L $ 3,350,000
Qletaqar s Shoe L eV In el 7,373,977
OV o vt b ot s 8,100,000
Idecambers il a s e e 75507,066

1914,

PARTEN Ve e S e N 3,500,000
BeBTHATY, Ll - 3,000,000
VR s S e e s e A 3,500,000
WG e T i B e oA e SR SRR 3,250,000
1 1 e 2 B e S R 3,550,000
L Sl W A 3,050,000
i 15T S s S e e e 4,400,000
LU I e TP e e e N 4,150,000
SeDtenher R 10,050,000
CIctoher . (ol ey o T 13,000,000
NSRRI BB -l T 10,800,000
T S e e e U, 9,700,000
1015.
BBRuRTY Gl oo e 6,950,000
Bebrtary ol v o RN G 5,250,000
Marehalis o e 5,550,000
Bpeal B el i s T 5,800,000
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1015. Deposits in Central Gold Reserve.
MY = s ST T L L T $ 5,900,000
Jilliew s e o i T e b 5,500,000
JulyRent ot nsna T sl pbybe Bl 088 6,350,000
BMRORE: it s st bl e . 6,550,000
SeptemBert T r L R, 7,850,000
October it 4 5 f AT R A AT 11,750,000
Novemberti#a 87, . .8 08 15,100,000
Becember S akn tdla i Dt oo 17,360,000

1916.

Jammary toimberie Sl sk 11,860,000
Febriaryie sidEaiame i i 10,460,000
Marcliichicos turoisia . Db L AR 12,010,000
BTSN TR e il 14,410,000
Ay e biiep el s atie o Biaie T 14,810,000
Jorme i) a Gl gt B Bt Ll e i 17,710,000
Ol iearanae iR T 10,010,000
BOEEE ol s dahSanraer ., Ltk adin 20,860,000
September i Ll sl 24,010,000
Gctober s TuynoRskeviern iy 35,660,000

The banks have made increasingly greater use of the

central gold reserves, During the first year of its operation
their deposits in that reserve did not reach $10,000,000,
whereas last year they exceeded $35,000,000.
! How the reserve works is shown in the following
hypothecal example. Suppose we have a bank with a paid-up
capital of $12,000,000, a reserve of a like amount, $10,000,000
of gold and $10,000,000 of Dominion notes. Such a bank
would primarily be able at all times to issue and keep in
circulation $.12,000,000 of notes, or an amount equal to its
paid-up capital. Moreover, from the beginning of September
to the end of February it would be able temporarily to aug-
ment its circulation by 15 per cent. of its paid-up capital and
reserve, namely, 15 per cent. of $24,000,000, or $3,600,000.
Under special legislation of 1914, this can now be done all
the year round. Further, suppose that it keeps in the central
gold reserve only one-quarter of its holdings of gold and
Dominion notes. It can then issue at any time extra mnotes
to the amount of $5,000,000.

Canada’s Mint Has Coined 114,414,023 Moneys

While War Operations Were Swallowing Money, the Deputy Master
of the Mint Was Coining Millions.

During the past nine years, the branch of the Royal
Mint at Ottawa has coined for issue 114,414,023 moneys, with
a total value of $15,422,781.32. The details are given in the
statement below, covering the period from January, 1908, to
October, 1916, and supplied to 7 ke Monetary Times by Dr.

Part of the metal used in the Ottawa Mint was purchased
in Canada and part in the United States. ¢

The following gold, silver and bronze moneys were is-
sued during the periods noted :—

December 1st- January 1st-October,

James Bonar, deputy master of the Royal Mint at Ottawa. 31st, 1915, 1916.

The Canadian bank act revision in 1913 established central Value. Value.
gold reserves for the securing of issues made above the paid- GOl et L *$- 53,703.66
up capital of the issuing banks. The Ottawa Mint, however, ST e e s $74,000 770,000.00
has more direct concern with the statutory reserve of the Do- Bronge.. el o 17,100 71,400.00
minion’s finance department, held against Dominion notes et R
and (in small part) against deposits in Dominion savings $91,100 $895,103.66
banks. *11,035 sovereigns only.

; Gold. Silver. Bronze.
Period. No. Value. No. Value. No. Value.

2 January—31 December, 1908 .. 636 3,005.20 2,547,206 $ 313,338.35 2,320,005 $ 23,290.05
1 January—31 December, 1909 ... 16,273 - 79,105.23 4,914,608 673,043.65 3,044,168 30,441.68
1 January—31 October, 1910 .... 27,407 133,380.73 11,241,004 1,484,075.05 3,047,200 30,472.09
1 November—31 December, 1910. 605 2,044.33 3,577,502 495,406.05 2,114,716 21,147.16
1 January—31 October, 1911 .... 196,635 956,957.00 6,260,600 750,854. 50 2,508,803 25,088.03
1 November—31 December, 1911.. 60,311 203,513.53 2,060,122 234,824.00 2,151,054 21,510.54
1 January—30 November, 1912 .. 192,754 1,226,780.00 10,872,009 1,227,126.25 4,301,622 43,016.22
1 December—31 December, 1912.. 32,003 250,030.00 1,001,082 156,706.70 807,077 8,070.77
1 January—3o November, 1013 .. 209,399 1,603,219.67 10,167,046 1,162,054.24 4,836,082 48,360.82
1 December—31 December, 1913.. 30,548 305,480.00 1,455,367 154,487.10 896,390 8,063.90
1 January—3o November, 1914 .. 172,669 1,530,272.40 7,204,753 741,449.50 2,776,688 27,766.88
1 December—31 December, 1914.. 6,734 32,772.13 700,301 101,794.55 627,249 6,272.40
1 January—30 November, 1915 .. ...... e e 2,064,350 184,548.60 3,135,381 31,353.81
& s R s e T S SN R e e e R 1,701,585 17’015.85
t January—31 October, 1916 .... 6,111 . 20,740.20 6,588,204 850,537.90 7,437,438 74,374.38

B talsl Vi L R 952,175 $6,457,280.40 70,845,401 $8,530,336.45 42,616,447 $426,164.47
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BANKS, WAR BONDS, COMMERCIAL LOANS

s

Large Investment in British Treasury Bills May Be
Regarded as Equivalent to Commercial Loans

BY H. M. P. ECKARDT.

One of the outstanding features of recent bank state-
ments jn Canada is seen in the respective courses of the
commer¥ial loans and discounts on the one hand and the
holdings of bonds op the other, At the outbreak of war the
security holdings of the banks were, roundly, one-eighth
of the current loans and discounts in Canada; and in ‘the
closing months of 1916 the bond holdings had increased
to more than one third of the commercial discounts. While
the one class of credits has been declining, the other has
steadily increased. It is worth while to investigate the
reasons for the contrary movements and to analyze the in-
creases shown for the holdings of war bonds. ?

When the war began commercial discounts were tending
downwards, Thus, from an aggregate of $866,000,000 0N
September 3oth, 1913, they had fallen to $811,000,000 1n
January, 1914, with subsequent recovery to $840,000,000 by
July 31st, 1914. From that level, during the early months
of the war, the descent was rapid; and by January, 1915,
the total ‘had fallen to $770,000,000, the movement repre-
senting liquidation of $70,000,000. It is not difficult to dis-
cover reasons for this decline. In the first place, house-
cleaning after the boom period was in process; and, matur-
ally, when bankers, merchants and manufacturers were con-
fronted with the appalling possibilities of the war, they, one
and all, increased their efforts to liquidate old and doubtful
debts and to contract their liabilities. At the same time,
business men and financiers evinced strong disinclination to
undertake or finance new ventures. Under the circumstances
it was not strange that the commercial loans and discounts
of the banks decreased. Throughout the early part of 1015
the aggregate of the discounts declined further, the low
point of $758,000,000 being reached in August, but In the
closing months the activities incidental to the moving of the
mammoth wheat crop brought the total up to $775,000,000.
In 1016, the low point for the year was reached on August
31st, at which date the total was $730,000,000. Then, as 1n
1915, the crop movement and the activity of the munition
manufacturers were responsible for a substantial increase.

Banks Took Bond Issues.

In case of the ~securities there was, during the first
seventeen months of the war, a net increase of, roundly,
$22,000,000, the total rising from $100,000,000 to $122,000,-
000. This apparently occurred through the banks taking

. up some issues of the Canadian provinces and large cities
which could not at first find a market abroad .and through
" subscriptions by the banks to the war loans issued by the
British government. There was also direct loans to the
government of France to facilitate French purchases in this
country, However, the principal increases as regards bond
,h'oldings occurred in 1916. In January there was a jump
of $17,000,000, reflecting the banks’ payments in connection
with their subscriptions to the first domestic war loan of
the Dominion, The next striking change was in April, the
increase of $49,000,000 shown for that month, bringing the
total to $100,000,000. This increase consisted of the British
treasury bills taken from the Imperial Munitions Board to
enable the imperial government to settle for shells, etc.,
bought in Canada. A further increase of $16,000,000 in May
reflected the effects of a similar transaction of lesser amount
with the Munitions Board, the aggregate of British bills
taken by the banks in the two months being $76,000,000.

Two Special Transactions.

June saw an increase of $10,000,000; July, one of
$22,000,000; August, one of $15,000,000; and September, one
of $16,000,000. Altogether, the increase for the four months
was $63,000,000. Most of this is accounted for by two special
transactions—a further purchase of $25,000,000 of British
treasury bills from the Munitions Board, bringing the aggre-
gate of such bills purchased up to $101,000,000, and a credit
of $30,000,000 on three months’ bills granted to the Do-
minion government in anticipation of ' collection of instal-
ments on the second domestic war loan. Of the last-men-
tioned credit, $21,000,000 were advanced on August 1st and
80,000,000 on September 1st. It is to be remembered that
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as a resglt of the enormous values 2
f;}rm, animal and mineral products, ifn(ica(?fa(‘%ﬁes hee:;(\?;)rtssa,lgi
g \ivar material of one kind and another to the Allies, the
an cls were flush throughout the whole of 1916. To employ
surplus funds mot required by their commercial and indusfria'l
customers, they bought in the home market a considerabl
:ti}rlr;osggrotfh municipal and provincial debentures o i
2 ese were procurable at i :
several of the western provinces issa;.xtgiaclgzgs p;liceel:din K
sgzrlrscenk,lsgr thereabouts, maturing in from three tg gv‘;
v i ?elg}xmber of the larger cities put out short-
vestments susi/t d 1r111g S e SR
th ! ed the purposes of the bankers, and apparentl
ey acquired ‘several million dollars worth, g y
g b?n 525£§3table proportion of the increased bank holdings
s T avoweds ad been put directly into commercial
British government I();lr;%(f:tigfg ti:xoe cgedits e
il 101,000,000) was to
CA £2l?ca%2r f(r)r;arllgUf?ltC_t}lrers to compete successfully) with the
pose and effects r<1)1f 151}11 war orders. So, considering the pur-
St b hs large investment in British treasury
equi;zalent s all propriety, be regarded as practically
counts. The tra cxpansion of the commercial loans and dis-
iy dispos'ﬁschuons consisted in the banks placing the
bodv SR SeR the Imperial Munitions Board, which
dian manufactur}:e przcee.ded to.dlsburse SRt thé i
b sl drs aving claims on the British govern-
o el e one under the war contracts, Thus the
its twelve-mor;th %8I0 e Ritish government had given
o e tl})lapet:)r to our manufacturers, the paper being
et names‘ Ineth_anks without recourse to the manufa.(i
Blanid ot Ryt 1s respect the British bills have a sem-
Ve b allo«vedpfg,r a‘;lgethehpomt should always be remem-
bond BAlobine 1 B diI:C‘tlsiig:normal rise of the banks’

Early in
gisi=This

Credits to Government,

I e sa 1
Domil:li:)}rlle Z‘;‘,gryriy the credits granted by the banks to the
loans or investment e'm’DWhe't}-1er in the form of temporary
the government’s puiﬂhasoe?lgflosx:lﬁ 011_1ds, e s
: plies, etc., in Canada, thus

stimulating trade and-

a lnd
1016, these credits to
for something like $32
ings; and, taken in co’m‘b' i
1 f s 0 ‘bination, the i
impe : i ¥ s

perial and Dorplmon governments acce)lli;tg;:rn tea(%l tgu:hz

1‘:"158. There is the further consideration
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GOLD DEPOSITORY AT OTTAWA

Heavy Shipments Made to United States Last Summer—
Bank of England’s Arrangement Here

The gold depository at_Ottawa of the Bank of England
was a busy institution again last year. This depository, it
will be recalled, was established so that bankers on this side

" of the Atlantic could pay gold due to London through Ottawa

and vice versa, thus avoiding the risk of gold shipments across
the ocean in time of war. The authorities at Ottawa will not
issue any figures regarding this arrangement without the
consent of the Bank of England, but it'is generally under-
stood that the total deposited at Ottawa was originally $110,-
000,000. A number of transactions, of which no details have
been given, have since occurred. The deposits there in October
last were estimated by a competent banking authority at
$75,000,000 to $100,000,000. The supply is being constantly
replenished by arrivals from the South African mines and by
shipments from London, via Halifax. Russia has been a large
contributor. 'Coin gold received at Ottawa has been melted
into bars at the Royal Mint. This explains why no foreign
coin went from Canada on last year’s movement.

On August 12th, 1915, the first shipment of gold, since
the beginning of the war, direct from Great Britain, was re-
ceived, via Canada, in New York. Further shipments were

made from Great Britain, but on account of war precautions’

no publicity has been given to them in Canada.

About October, 1914, United States bankers supplemented
the Ottawa arrangement by the formation of a $100,000,000
gold pool in New York. This gold pool was terminated in
March, 1915. 3

The minister of finance tells 7'ke Monetary Times that
the arrangement under which he is authorized to receive gold
in trust for the Bank of England is as follows:—

How Bank of England Works.

The minimum of the transaction was established at
$20,000; shipments to be made in kegs or boxes and a state-
ment that the amount was to be held in trust for the Bank
of England to accompany the shipment, which was to be ad-

dressed to the Minister of Finance and Receiver-General of

Canada, Ottawa; the minister to be advised also as to whom
the proceeds were to be paid in London.

On the gold being received and checked, the Bank of
England was advised by cable of the amount and to whom
the proceeds were payable in London. The rate established
by that institution for gold was 77/6d. per ounce for standard
fine bars and 76/%d. per ounce for eagles. If sovereigns
were accompanied by a guarantee from the person shipping
same that they were of correct standard weight—namely, 122.5
grains for sovereigns and 61.125 for half-sovereigns, the
bank would pay out a like amount in pounds in London, less
three pence per ounce to cover freight and insurance,

Heavy Exports Last Summer.

The largest imports since the war were in the fall of
1014 ; substantia] imports were also made in the fall of the
following year. Last year, the imports were almost normal
with the exception of those in January. The exports were
heavy practically throughout the whole of 1915. They were
small during many months last year, but in the summer
months again assumed considerable volume. Probably a cer-
tain emount of gold went last year from the Bank of England
to the United States direct.

In payment of the large quantities of goods which Great
Britain and the Allies are importing from the United States
(to which country Canada’s gold exports are going) gold has
entered the United States in heavy volume. That country now
holds presumably more gold than either of the belligerent
groups. Shipments of gold to the United States since the be-
ginning of the European war, in conjunction with domestic
production, brought the total of gold in that country from
$1,887,270,664 on August 1st, 1914, to $2,636,000,564 on
October 1st, 1916, the gain in the amount in the 26 months’
period being $748,738,004. : ;

The amount of gold imported by the United States during
the war is greater than that for the full decade preceding the
war, and the imports for June, 1916, were greater than in any
full year prior to the war with the single exception of 1908.
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The gold in the United States is now double that of 1904,
and 40 per cent. more than at the beginning of the war.

The following table compiled by 7he Monetary Times
shows the imports to and exports by Canada of coin and
bullion month by month since the beginning of 1914:—

Imports.
1914. 1915. 1916.

January .... 8 420,627 $ 638,174 $11,716,848
February .... 406,726 288,016 2,100,068
Mareht v, 1,400,125 446,705 531,383
Aptaltiisasaiy 333,674 572,116 464,789
SR AT 537,504 656,136 632,369
Fhunes ik SRS 200,634 459,537 388,438
Tl s st 233,800 744,119 404,102
Algast il 11,452,710 812,891 17,721,634
September .. 15,885,221 507,378 578,686
Qctober” ...\ .7 52,898,660 L3094, 608 S SR
November ... 48,328,727 308088 PRI
December ... 1,061,970 G¥420, 2885 I SC TRt e

Exports.

& 1914. 1015, 1016.
January ....$ 3,074,764 $ 863,007 $ 112,736
February ... 850,887 2,530,088 116,288
Marchie f o 10,604,330 21,703,481 102,274
Aprilidintii s 1,242,606 4,080,701 71,610
IMayeadi et 433,204 1,455,457 156,783
JHme R 671,215 44,259,738 27,182,000
Jaby a5 ceg il 286,646 13,127,000 14,232,189
August ... . 471,208 4,754,308 32,344,620
September ... 354,451 144,282 151,604
October .... 308,328 24,402, 31T o0 L kR
November ... 332,121 93865, 806 ST e
December ... 70,023 o BT TG B IR

Cold Per Capita.

.Th.e accompanying chart shows the amount of gold per
capita in the United States since 1888 :—

3 0 91 9253944;_3# 98 991 0Z.0 7 10 V1 1 15 1916 ]

N
o
=

’f. b8 : 9

Per Capita Figures.

On the basis of returns made on September 1st, 1916, if
all the gold in the United States could be divided equally,
each citizen would be entitled to $24.80. No less important
from the banker’s point of view than the large total imported
is the prospect that the inflow will continue for an indefinite
period.

Although it has been customary to include figures of coin
and bullion shipments in our trade returns, the total trade
figures have been seriously disturbed by them since the out-
break of war. This fact should be remembered when calcu-
lating the total trade of Canada.

London’s supremacy is the cumulative result of numerous
forces, political as well as economic, spread over a long
series of vears during which time the world has learned to
think in terms of British money and the bills of exchange
on London have been raised almost to the dignity of an inter-
national currency, while the safetv of the Bank of England
and the value attached to the word “sterling” have become
proverbial. Sovereigns and to a great extent Bank of Eng-
land notes pass current the world over without recourse to
money changers. The dollar and the dollar bill must be
made equally well-known and acceptable.—Mr. E. L. Stewart
Patterson. '
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CANADIAN BANK LOANS ABROAD

Record Since the War—No Difficulty Was Experienced
in Calling the New York Loans

The call loans abroad of the Canadian banks have
fluctuated considerably since the outbreak of war, but the
Canadian banks experienced little difficulty in calling these
loans at short notice. War between Great Britain and Ger-
many commenced on August 4th, 1914, and at the end of that
month, Canadian banks had withdrawn $29,000,000 of their
loans from abroad, despite the fact that critics were positive
that the banks could not recall these loans 1n a hurry
during the crisis, Between June and November, 1914, the
Canadian banks withdrew loans amounting to $63,000,000.
Between the autumn of 1914 and May, 1015, there was a
gradual increase in these loans until they reached $136,-
000,000, a total within a million dollars of the high mark in
June, 1914. The decreases during the latter part of 1915 were
due largely to the financing of the crop movement.

The following is a record, compiled by 7'he Monetary
Times, of the Canadian banks’ call loans abroad-since just
prior to the outbreak of war:—

Call loans abroad.

j (o) U KV o [ ROIAICRG SRR B $137,120,167
S0l e i T e 125,545,287
AUSTEt & o) Bl i e icnigaes 06,495,473
September: v 1. . dviriiid dav i 89,521,580
O OB T i e Dy 81,201,671
NOvember: i \Gil ol e ey 74,450,043
Dlecember o i dii s trwe das e 85,012,064
1015—JanUary . wiceesviinsoes 85.706,641
HeBtiiary 1 i i i 89,800,082
i e s e S B SR AT 101,938,685
ADTIL G0 B e e e b 121,522,071
e s AT E N e O R 136,008,835
Y e e 124,604,875
Rl o s v e a5 T s 117,821,174
7.y e T SO A e 120,607,677
Septembers: ¢ s i e 135,108,412
o o R s Gt A AR USRS (P 120,681,624
INBYOTRBOLEE 7} o Dot ot bas vl vpisle sl 135,530,562
Decermbery bl 5 i b s ote 137,157,869
1016—JanUary o . .eeseuioenavsi 134,248,558
R BDIMBEY o R e ot 130,138,651
1 s s B R SR S M A 141,880,080
D ST B e e S A 147,146,443
May e e v ARSI 163,406,059
TmB e e e e S e 182,757,015
Tl s T R S e e v 177,121,733
ANOWsT Sl S A S g s il 171,380,353
September =it i ROTE 173,877,586
Qctobet S T LS e e 180,346,216

When war broke out, our banks had over $125,000,000
on call in New York, which, during the world-wide financial
crisis, was reduced without trouble to about $74,000,000 In
November, With improving conditions, a smaller crop to
finance, and less call for funds in Canada, the total call
loans abroad reached the high total of $180,346,216 last
October. :

No Reason for Complaint.

The usual complaint regarding call loans is that Cana-
dian banks are loaning their funds in New York to the
detriment of the business community in Canada. As the
late Mr. Alexander Laird, former general manager of the
Canadian Bank of Commerce, once put it: “Notwithstanding
all that financial critics have written about the Canadian
banks sending to New York moneys needed in Canada, in
order to take advantage of the high rates occasionally pre-
vailing there, such a thing as a bank curtailing its commer-
cial loans in Canada for a purpose of this kind is absurdly
improbable.”’

This particular business between Canadian banks and
New York has been going on for half a century. The results
have been satisfactory to Canada, because they have yielded
a steady profit to the banks, have strengthened their position
and have enabled them to lend to their Canadian customers
on more favorable terms than perhaps -would have been pos-
sible otherwise. The larger portion of these loans are car-
ried in New York at 24 hours’ call, and are practically as
readily available as' cash. Esxcept on rare occasions, New
. York call loans bear a lower rate of interest than Canadian
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mercantile loans. Therefore, the Canadian b i
carry such an amount on call in New York as wi?lnlc{cs)nzsl:?tlut:ao
with ;he cash carried in Canada, a reasonable reserve of sl::
and (1)mlrned1ate1y realizable funds. &

§ nly occasionally during the past 20 T -
sive rates fo1_- call money prevailed in New Y)(,)ii ?011'l zgrﬁﬁi
a few days in a year. Obviously, a Canadian banker would
not sacrifice prominent business connections in Canada for
such a temporary advantage. Selfish reasons alone would be
sufficient to prevent the banks from lending Canadian funds
outside of the Domlmon. except to the extent that is necessary -
for t];xe purposes ofuthelr cash reserve. %

y carrying call loans abroad, disturban i i
of the home markets in Canada is avoided arfg ?&nclllgﬂliftilgg
in New York can be utilized gradually to meet Canada’s
external obligations for merchandise imported, and the in-
terest and principal of foreign-held securities. i ;i

IMPERIAL-CANADIAN GOVERNMENT FINANCE

—

Interesting Transactions Have Inte:
rwoven the Fi in
of the Two Governments S

e iglc'lceunt‘fle cﬁ.ltbreak of war, the Canadian government
5 Dath Sl’i‘ah ly close financial relations with: the imgerial
- ent. LIS position has arisen chiefly in the following

ways :—
advance of loans to Canada for the conduct of

1. The
the war.

2. The establishment i itai i
Canada {‘zlxln draw if necess:;:ycremts E e

3. e settlement of this indebt

edness.
Briti‘is'h The advance by Canada of munitions credits for
purchases here, .

Monthly Advances to Canada,

far ;\s,hézn;clll: v\v’&?r commenced, funds for its conduct, so
government, £2 osoCOHCerned, were advanced by the British
it ,It 5000 monthly. This continued for about
S i Was intended to issue long-term loans

ment in financing here its
gunytipns f?oa\rd. For moreptha
ominion finance department ha
: s borrowe im-
?1?:;21‘ 1tinglsury or}ly' the amount represent‘eddbvfrc?llln = 131}
i 1Au rl;aatt antam and at the front, All adva.ncers iﬁgep elé
it bo§ks fast from the British government we ‘:w d
s of the Dominion as temporary borrowg3 (;n .
Effective Arrangement Made 5
Then an arrangem .
\ ent was
government will pay off f ol
indebtedness to the British

: y which the Dominion
rolevtlme to time its temporary
 government by the issue to the

the imperial government from the wiicS @8 the iSsues of
the proce i

advances hasecbeen, mads, (Mhiessmouay of Gp boir o
perial securta TiD i EBRTOES the Ligsuy s fonhs r
ot g s ities. In otl_ner words, the ominion of the 1m;
i ult) anhy ﬁOtaUOn'expenSes, e Igovermm?n
bearing i sale of its bonds to the imperial treagury,
i £ hest zt the‘ favorable rate at which th _nmsul:yi
since the out‘ic':‘s een able to borrow in the Londo 1mpe1;at
BondL reak glf the war, The Dominion %n mareet
thents o1 'exchax?aya ¢ in dollars, and a1 necessga verrarpnt

On Februar o ?ﬁn ko] e
ment towards oy 15th, 1016, advances py the British govern-
o el ooog;owal:r gxpendlture had been 427 ooogc;o‘cie or
tinguishing of over $ e first transaction involved the ex-
of the Domini 100,000,000 of temporary ind,

€ Dominion by the issy 'borary indebtedness

ates da, fro i
this side of the Atlal;ltlixtl:. w%lﬁg T

: yments will be made on
assists the British government in

Irangement thus greatly
ts financing of the pur-
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chases of munitions and supplies for which dollar credits
are necessary., The plan embodies the proposal made by the
minister of finance to Lord Reading and the representatives
of the British treasury when in New York in the fall of 1913,
arranging the $500,000,000 Anglo-French loan. The finance
minister had in view the purpose of clearing up by the issue
of permanent securities the floating indebtedness of the
Dominion and at the same time providing the imperial gov-
ernment with the best of collateral for banking advances.
The Dominion securities will not be sold, but will continue
to be owned by the imperial government. In this way, very
close financial relations have been established between the
two governments,

As to the Future.

This financing plan raises interesting speculations, Ap-
parently the bonds are given to the imperial treasury, and
the Bank of England charges up to the imperial government
account the temporary loan originally made to the Canadian
finance department. The original loan was in pounds ster-
ling, but the long-term bonds substituted therefor are in
dollars. - This arrangement will materially reduce loans
shown by the Bank of England. As the newly-issued bonds
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are drawn in dollars, the intention probably is ultimately to
find a market for them on this side of the Atlantic instead
of placing them in the hands of British investors at the con-
clusion of the war. Meantime they will - be in convenient .
form for use in New York. It is not improbable that when
conditions suit London, New York and Ottawa, the bonds will
be partly distributed in the American investment field.

Substantial Advance Arranged.

Bankers suggest also that the Dominion bonds which
were taken by the imperial treasury last year may be used to
some extent to offset or cancel a like amount of British
treasury bills held by the finance department here and by
the Canadian chartered banks.

During the fall of 1915, an arrangement was made with
the British government for a total authorized loan of £30,-
000,000 to be availed of, if necessary, at the rate of £2,-
500,000 a month during 1916. That arrangement ensured
financial stability for the year, but the government has en-
deavored to use this provision as little as possible, and has

succeeded.
. The question of munitions credits is discussed in an
article on another page.

NET PROFITS AND DIVIDENDS OF CANADA'’S BANKS

1906 Divi- 1907 Divi- ivi- ivi- Divi-
BANK Net Profits defr‘:zl Net Profits delr‘ll:l Netll%(ﬁﬁts ‘?QX& Netlg(:f:)ﬁts (li)elr‘::l Netl%lx%ﬁts delr‘:tli
$ % $ % $ % $ % $ %
(IBank ot -Mantrealss « v vuve dhoasiiai s 1,797,976 10 1,980,138 10 1,957,659 10 1,826,167 10 1,797,993 10
Quebec Bank. .. .oivevero UL ggg,osg & '300,011 | 7 | ‘esiosT| 7 252,771 | 7 | 278,926 | 7
ank of Nova Scotia....... T ,516 [11&1 681,709 | 12 559,577 | 12 604,123 | 12 662,302 | 12
(2)Bank of British North America . ..... .. 627,880 7 596,740 4 417,669 7 494:705 7 554,942 | 7
RRGIE OF L BYONLD 5. 0 s i e ono ki 544,295 10 586,635 10 582,156 10 579,471 |, 10 589,656 10
E:eBMoés:n;rﬁ?onnl;.lé .................. %gé,ggg 10 544,038 10 612,646 10 493,479 10 602,694 10
gogqueNationale. .. ......, ... .00 4 252,3
3)Merchants Bank of Canada............ 740399 | 5 961:638 3 ?33%3% Z gg?:?gé g 1,3231112(7) 8 839
(4)gir'lqu%l’rﬁv:;c(l:aal.e dduaCanada ......... 493,3;8 3 119,466 b5 121,599 5 124,143 5 149,062 5
ion Ban BRGR G e o 52, 642,748 <
Canadian Bank of Commerce. . ..... ... 1741128 | 741 1.752,;50 : 1,?53;;3;3 : 1,45(1)3133}3 ¢ 1,32&1;:8%2 ;
(5)Royasl .Bank of lCanadn, . i 604,495 (9 & 10 742,034 10 746,775 10 838,306 10 951,336 |11 &12
(ﬁ)gon;:m?r;{Baq}(t ....................... g'.';?,gﬁO 12 635,235 12: 641,318 12 620,927 12 659,300 12
snl:of Hamilton, k.ot vintns iy .2 ,251 10 384,708 10 360,308 10 382,332 10 422,090 10
(7)Standard i Bank of Canada....... Wt Vil 251,618 12 186,097 12 283,065 12 342,258 12 373:208 12
g«g;ganguef%lt-{ochelaga .................. zgg.ggé 7 449,794 8 381,387 8 360,821 8 417,697 8
ank o TR S e R e U ¥ 10 443,288 | 10 429,879 | 10 421,065 | 10 532,353 | 10%
10)Imperial Bank of Canada.............. 53?,786 10 719,029 (10&11 721,176 11 743,524 11 702,508 11
{;;SOms Barg( of Cagadlz: ................ 25,171 6 78,030 6 95,411 6 83,957 6 95,832 6
pINGELREEH Lrown  Bank. . vican v e S Sl 4 e L s e 130,324 5 193,464 5 258,144 5
%iz;atlerl;’ng Bgnk. i 27,206 | 5 50,091 | 5 64,146 | 5 92,832 | 5 96,825 | 5
SRR ECUAMY DA - o ey s o Sl S el B N T e S s DS e e et A B
1911 Divi 1912 Divi 1913 Divi ivi Divi-
BANK e D B netivelite |1 dend ' Net Profits | dend | Net Profits dend Netlglrtﬁts ‘lj)e'Xfi Net]glfoﬁts dend
$ % $ % $ % $ % $ %
(1)Bank of Montreal ............o0vviens. 2,276,519 | 10 | 2,518,409 |104-2| 2,648,403 |10+2| 2,496,452 |104.2| 2,108,631 | 1042
%ueﬁecf Bl\?nk . S § .t: ................... g?g,g?g [383 2?4,804 7 309,228 b 296,659 ¢ 233,420 7
SaiatiNoYa BEOLIA T 1 T s 14 970,644 | 14 1,210,774 | 14 1, 196,117 14 1,220,057 | 14
(2)Bank of British North America......... 632,117 | 8 678,506 | 8 689,745 | 8 536,677 | 8 328,505 | 7
Baal ot SOt L i i o, iw s b 677,964 11 835,787 | 1141 |* 1,050,693 | 1141 829,538 (1141 663,074 11
EheBMolsonls\IBt;x_.nk FELITTEP P PP gégg?g 1 ; 684,779 | 11 694,356 | 11 608,196 | 11 556,193 | 11
a Banque Nationale.................. 262, 293,564 02,304 19,903 2 8
(8)Merchants Bank of Canada............ 1,179,581 |9 & 10| 1,338,844 lg (a 233,653 1(8) 1,318,694 13 ggg 4211 10
Banque Provinciale du Canada......... 184,398 5 185,165 6 190,126 6 194,214 v 196,355 7
(4)Union ‘Ba.nk pt:Canndasorn il adaiy 662,437 8 706,832 8 750,095 8 712,440 | 841 762;707 8+1
(5)gana«1:lll:;: }lia:f!;COf Cgmmerce .......... ?,11392,328 %g %,g;;,ggg 101-;1 3,993,93(1) 1042 2,66(83,223 10+2| 2,352,085 | 1042
oyal Ban anada .........oiiaae, 152, 121,91 142,1 12 1,886,1 12 1,905,576 | 12
(6)Dominion Bar]k ........................ 704,045 12 901,529 |12+2 ,950,402 1242 925:364 1242 805,123 12
Bank of Hamijltont vl i oo fl R 443,506 11 495,860 11 498,273 12 485,265 12 424,274 12
7)Standard ,Bank obCRnadal oy i 381,601 13 462,079 13 555,095 13 621,463 13 563,401 13
S;ganguef doHOChelaga. ...... Frn AR i ésl)g,ggg 9 481,616 9 534,700 9 566,614 9 530,237 9
RRIE OFADCERWR, UV s 0 ok y 11 640,220 11% 706,740 12 620,691 12 531,268 12
(10)Imperial Bank of Canada.............. 841,602 |11&12 1,004,340 | 12 | 1,125971 | 12 | 1,236,984 | 12 | 1,031'350 | 12
8%)1[301?: Batg{ of Caénacll(a ................ ;gé,ggi 3 8? 5 140,030 | 6 &7 ]67,1'2? Ay 163,929 7 133,406 5
}JNorthern Crown Bank............. ... § 291,094 6 281,16 6 201,289 6 100,789 | Nil
(18)Sterling Bank.........ov.euncsrsoess 107,878 | 5 113,400 | 6 114,200 | 6 115111 | ¢ 145,200 | 6
(14)Weyburn Security Bank................ 26,682 2% 63,135 5 54,917 5 48,354 5 53,844 | 110

(1) Prior to 1904 the Bank of Montreal’s year ended in April. The profits during
1911 include $708,800 expended in premises and those of 1912, $511,000; in
previousyears these expenditures were deducted. 2% bonus since June, 1912,

(2) Figures for 1912 are from Jan. 1st to Nov. 30th inclusive.

(9) 1906 profits for 11 months only.

(10) 1906 figures for 11 months endin

(11) Began business under name of Ho

(3) Profits for 1908 are for year ending Nov. 30th ; previous years ended May 31st. -

1913 figures are for 5 months ending 30th April. 1915 figures are for year

April, 1915. Net profits for year ending April, 1916, $970,713. Dividend, 10%.

(4) 1907 figures are for 18 months from June 15th, 1906 to Nov 30th, 1907.

(5) 1912 figures are for 11 months ; financial year changed.

6) 1903 figures for 8 months ending Dec. 31st. ,

7) 1908 figures are for 9 months only; date of financial year changed.

8) 1905 figures for 18 months; 1907 figures include $175,000 premium on new stock.

ending 30th April.

meeting in June of that year.
§12) 1912, profits are for 11 months.
13) Sterling Bank has o

(14) Weyburn Security B
$ 5% cash dividend and 5% st

* Including $200,000 debts recovered.
(A) Result of business for 5 months only.

nly been doing business since 1906.
ank commenced business only in 1911.

ock dividend.

€ 30th April, 1906. All other figures for year
me Bank in 1906 and held first annual
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WHEN VON SPEE SCARED BANKS

Fear of Bombardment of Vancouver and Victoria Caused
Change in Clearing House System

A bank clearing house in practical operation is, as tersely
explained by Mr. G. W. Morley, secretary of the Canadian
Bankers’ Association, a place where all the representatives
of the banks in a given city meet, and under the supervision
of an officer, called the manager, selected by the member
banks, settle their accounts with each other and make or
receive payment of balances and so “clear”’ the transactions
of the day for which the settlement is made.

Two new bank clearing houses were opened last year,
one at Kitchener, Ont., on January 1oth, and one at Sher-
brooke, Quebec, on February 1ith. Three clearing houses
were established in 1910, one each at Brandon, Lethbridge
and Saskatoon. Three, Moose Jaw, Brantford and Fort Wil-
liam were established in 1911; two, New Westminster and
Medicine Hat in 1913; and one, at Peterborough, in 1914.
No new clearing houses were opened in 1915,

‘Llst of Clearing Houses.

The following table, compiled by The Monetary T imes,
shows where the 25 bank clearing houses are situated :—

Clearing house. Commenced Business.
HAlTa o INGSI 1% 16 e s d s T 1886, 1 July.
Montreal,s O 0 i s e 1889, 7 January.
Tlhasnilton: Qo in i de v b v . 1891, 15 June.

R rOTI O ODE: s s 0% o b A e 1801, 21 July.
Winnipeg, Man. ...t sveneinicasiaes 1803, 4 December.

StaTohne MaBic oy, o vl 1806, 1 May.
Vancouver; sBJC. - Lhi i d Dhaliih il 4 1808, Qctober.
Vattoriat B, ks M e 1808, 2 November.
QEhec, MG 1, 0 T G 1901, 1 May.
Oftdwat OB 0 s R e i 1901, O September.
Bondond ORts 1o Ll el todz, w1 -June,
Calgdry PAItaL L i e 1906, 18 April.
Tdmontony Aita: L, oo i, i 1906, 11 July.

R epinta Saskec s e 1909, 1 October.
Meandan: 'Man; i Cou e aia i 1910, 1 April.
Tathbridaga, A 5 Ll g e 1010, 1 September.
Gaslatoon, SASKD . iilmies s ooy 1910, 15 October.
Biantfond CEME " Uy TR s e oo 1911, 1 January.
Modse Jawy Basks v Sisilis il 1911, o February.
Tore William, "Onte] /e S0l s . 0 1911, 2 October.
New: Westminster, B.C. it Lad @008 1013, 2 January.
Medicine Hat, Alta. =~ .t ... b 1913, 1 May.

Peterborough, Ont. ............... 1014, 16 June.
Ritcheners ONL, Wi Lol Sslint St o 1016, 10 January.
SHerbrooke, QUe. : vaicwviswsicushiais 1016, 11 February.

Medium of Settlement. :

The medium of settlement in each case is shown in the
following table:—

- Draft on e i
Montreal Toronto Winnipeg Vancouver Legals
Halifax Brantford Brandon New Westminster  Montreal”:
Hamilton Peterborough  Calgary Victoria Toronto
London Kitchener Bdmonton Vancouver
Ottawa Fort William Winnipeg
Quebec Lethbridge
St. John Medicine Hat
Sherbrooke Moose Jaw

Regina

Saskatoon

The medium of settlement, as Mr. Morley, the €Canadian
Bankers’ Association secretary, pointed out in an instructive
article in the Journal of Commerce, recently, is for the most
part by means of drafts on Montreal, Toronto, Winnipeg and
Vancouver, and at these four points alone do the banks settle
in legals. It must, however, be remembered that the great
war has been responsible for many radical changes in the
practices of the banks in settling balances at the clearing
house points.

When Von Spee Planned.

Prior, to August, 1014, settlements at Montreal, Toronto,
Winnipeg, Vancouver, Quebec, Halifax, St. John and Vic-
toria were made in legals (Dominion notes), but the follow-
ing month, when money began to get tight, the banks wished
to concentrate and centralize cash reserves at convenient
points, and accordingly arranged for settlement of daily
balances by means of cash only at Montreal, Toronto, Win-
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nipeg and Vancouver. It was decided that henceforth '
Halifax, St. John and Victoria should settle by draffthor?lﬁ};it
real.. But m_the beginning of October, 1914, the British
Admiralty advised the Canadian authorities that it was likely
Victoria and Vancouver would be bombarded as a result of
the operations of the German squadron (commanded by Von
Spee) in the Pacific Ocean. The banks represented at the
Pacific Coast, forthwith, made rush shipments of legals, gold
ang a large portion of their own notes to Winnipeg for s’afety
0 ’
32 V\;itm:x;gsegilrranged that Vancouver should settle‘ by draft
When all danger of bombardment ha i
decided that on and after 1st May, 1915, thedVI;?xS(:i)e\;iw;e:tclzvas
ing house should settle daily balances by means of le a;i
tenders and the Canadian Bankers’ Association ruled tgt
after the same date all other clearing houses in British Cozi-

umbia (i.e., Victoria and New Westmi
% nste :
by draft on Vancouver. ter) were to settle

Too Much Emphasis on Returﬁs.

Mr., Morley has also pointed out tha
phasis is usually laid upon the returns oft tf:::r (%ZgagliuChbem-
clearing houses by financial papers (especially b an bank
comx;“a.nson)Wf;;»_r1 the following reasons:— 2 ey bot

irst.—While clearing house statem

the purpose of showing the business of :ﬁ;sbzgigf:gble for
as an idea of the internal trade of a certain neighh aﬁtmg
it must be borne in mind that it is not an accu'rateg tor tad,
of internal trade, because amounts of ‘cra‘tnsactiosatem‘ent
place between two customers of the same bank do ng: atakmg

Secondly.——Qn account of the fact that twenty-o ppear.
twenty-five clearing houses settle by means of dr'a'ftne e
centres, the figures of the clearing houses at tlf on four
centres are mﬂatfad. If one looks at the ﬁgu\res . tﬁse four
ing houses mentioned above, he will see that the e clear-
Montreal and Winnipeg for the year ToTE sk returns of
Toronto. It must be remembere pass those of

like Ottawa, Hamilton, London,d’Hgtl)ivg:;er’ that all centres

. John and also Victoria (up to 1st May in th Quebec and St.

Montreal, whereas all the clearin Jat year) settle on
vinces and Vancouver (up to rst %\/Iggrlizsl sl)n Stilt%prame L PIO-
peg. It must be borne in mind also that in Wine .on Winni-
a local bank requires a supply of legals for ntul)'eg when
poses the manager of the clearing House usy nSe tling pur-
sale of legals by another bank which takes ainy S o
d;af}t} on Montreal. Anyone who examines carefyl] ex}izhange a
of the clearing hOI}ses in the late autumn will s returns
the Winnipeg clearings are increased to g gre notice that if
real figures also automatically increase, Thiat- extent, Mont-
I)anl;s in Winnipeg are obliged to carry la?' 1: because the
}fagad ter;ders during the grain season, and thes%r lemnlmmts %

nds from day to day, and are exch gals change
Montreal. anged for drafts on

In order to explain how

houses which settle by draft alt'gere%g;:l::; 2f those clearing
ings of Montreal, Toronto, Winnip in the total clear-

. " e
Morley cites a clearing house proof a% firlll(znw\s,?nmuver, Mr.

Moose Jaw Clearing House Proof ¥

PRI S
Amount  Amg
I unt
313;& itx?g regﬁ:;':i% by dellivered by Dueby
= 5 3
Banl?agks.. house. house. Ch%ﬁ;zg g
e LT 10,000 ; o
an “e.ubi. 5,000 6,000 i e
Bank C (clearing : g it s
banle)t ety s o 8,000 6,000 2
o ,000
: 5,009 24,000 24,000 5,000
. It will be noticed that out of a total cleari ’
there will be settlements by draft on Wi St e

N Winnipeg to the extent
gz.lzmg bank, a draft will be
»000, whereas it will receive
eg for $5,000.

anada’ i
da’s bank clearing houses

of $8,000. As bank C is th
given by it to bank A for e$(3:1
from bank B a draft on Winnip
The detailed record of C
appears on other pages.

calling for an output stminster and Vj y
of 30,000 18- : ictoria firms,
per week from January 1 til] ]unép:gnse;l;gh-EXplosive shells
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WORLD’S GREATEST BANKS

Sixty-four Have Large Deposits—Three Canadian Banks
Included

—

In the past generation the growth of banking has been
one of the most remarkable of the many phenomena of the
period; indeed, in a large measure the expansion of bank-
ing and the extension of the credit system have rendered
possible the really wonderful development that has taken
place. At the end of 1915 the deposits of many banks were
swollen by war conditions nevertheless, 2 comparison .of
the deposits of the world’s great banks assists one to r.eahz'e
‘how it has been possible for the great pations to raise SO
much money for war purp’ses.

In the following table, compiled by The Statist, 64 of the
world’s greatest banks in 1915 are tabulated in order of de-
posits and current accounts. Three Canadian institutions,
the Bank of Montreal, the Canadian Bank of Commerce an
the Royal Bank of Canada are included :—

peposits of the world’s Great Banks, end 1916.
Deposits and
current accounts.

1915. 1880.

.. Tmperial Bank of Russia «cooe- £178,800,000 £37,971,000
2. Bank of England ....aceeeccer 161,668,000 33,809,000
3. London City and Midland Bank AT TOL,000. s e de tle
& Llovds, Bamk lueeamreinet it 130,017,000 5,785,000
Y Deutsche Bank i gl it s 127,200,000 3,215,000
6. Imperial Bank of Germany ...-- 118,000,000 8,603,000
7. London County and Westminster 100,224,000  seranct
8. National City Bank, New York 104,154,000 3,249,000
9. Bank OE FTANCE; o qnveianesrs st 97,400,000 25,011,000
10. Barclay and  Companyesase s vs 00,304,000  erectttt
11. Guaranty Trust Company of New

oLk - [ wih o s eis e as e 96,182,000 - wesnsons
12. National Provincial Bank of Eng-

land ..o L e G 81,500,000 20,138,000

...... 67,880,000 16,484,000

13. Crédit Lyonnais
14. Direction der Disconto-Gesell-

ORATEL il P e St 63,100,000 3,228,000
15. Russian Bank for Foreign Trade 60,000,000 2,055,000
16. Dresdner Bank. i asisw et es 0 59,600,000 4,752,000
17. Oesterreichische Credit-Anstalt 55,708,000 6,920,000
18, Parr’s Bank ....co.eenieiii iy 54,851,000 3,137,000
19. Chase National Bank, New York E4/600,000 (| “a g sveeinls
20. Bankers’ Trust Company, New

Vork . D anbonavasind 54,006,000  aeeeeecs
21. Banco de la Nacion Argentina

Clgd) | T Lt 52,853,000  +reeccc

22. Volga-Kama Commercial Bank . 50,700,000 5,085,000

23 Continental and Commercial Na-

tional Bank, Chicago .....-: B0;400,000 5 (s o 2052
24. Bank of New South Wales .....- 49,932,000 9,039,000
25. Bank of Montreal ....ecesesenee 40,453,000 fasesNee .
26. Banque Russo-Asiatique (1014) - 47,081,000 < Fiaie s sinie x
27. National Bank of Commerce,

Newi YTk sy hathis sy viesis 47,350,000 3,446,000
28. Union of London and Smiths

L R b s T R 47,007,000 13,358,000
29. Capital and Counties Bank ..... 48,770,000 3,465,000
30. Bank of Spainich G s s s 44,720,000 23,751,000
31. London Joint Stock Bank ....-- 43,686,000 12,645,000
32. Comptoir National d’Escompte

A6 Paris it o s b s ol 43,000,000  cesecces
33. anadian Bank of Commerce ... 40,615,000 2,318,000
34. First National Bank, New York 39,989,000 3,272,000
35. Société Générale (Paris) +o---- 30,680,000 13,353,000
36. Darmstédter Bank. i sdeese 37,500,000 1,457,000
37. Mechanics and Metals National ;

12 st T T AR AT R il 35,576,000
38. Central Trust Company, New

e s e L T S 35,097,000 1,054,000
39. Bank of Tiverpool il i o due 34,275,000 3,462,000
40. Anglo-Austrian Banle o Lolad 32,000,000 1,049,000
41. Farmers’ If&)an andkTruét Com-

pany, New York ........... 1,860,000 2,001,
42. Royal Bank of Canada ........- 2!,763,000 og ooo
43. N.ational Park Bank, New York 31,571,000  ...ceoe-
44. First National Bank, Chicago ... 31,000,000 2,654,000
45 Hongkong and Shanghai Bank- :

ing Corporation ........... 30,700,000 4,726,000
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Deposits and
current accounts.

46. Oesterreichische Land .o i
47. Han(;{verk National Bear:l?,nkNew e S i
oTk e
48. Banque Internationale de”&:.c;r}l'. PRIRORIY Lipation
merce de Petrograd .... :
49. }éanca dC’Itaha B gy 23,%20;,000 1,601,000
s0. Banca Commerciale It Rl Foaione b ke -
5i. Manchestersnd Liv;gggf SR e
R s S 2
i Russtiz}nl oA and“iiu'ih's ‘ 28,667,000 10,825,000
o Ul GRS T o)
53. Union Bank of Aus'tx'-a;.l'i. U e R e A
. Com[?erscigl Hoking aC%;n;ﬁg 26,179,000 6,767,000
o ydney .
55. London and South Western Ban . 25,308,000 546
stern Bank 4 e
g? g?;nkd:fdsﬁ)ﬂand {(Febiiaz, 191%) 2‘1,%62’000 b e
58. e T ank of South N »égg,ooo 12,508,000
Shoie onaland Provincial Bank .. 24, 6 ST
%é Lca:nlgcr)l Bank of South Africa i 24’2 e e
6}. e n and River Plate Bank u 4,243,000  ....oe0n
. Oesterreichische Ungacische 22,000,000 2,849,000
%iﬁlﬁ) De(CAustro-Hungariag 3
6 . s . X " 49 ng3 ........ .
6; El;:ligls 1Tr-ust and Savings Bank 21,809,000 . 0,506,000
64. et nal Shawmut Bank, Boston 21,594,000 147,000
. National Bank of Scotland .. ZI’°§2’°°° """"
20 0,480,000 12,335,000

BANK
LOANS TO MUNICIPALITIES

—_—

High R
gh Record Was Made Last Year — Comparati
Statistics to Date Jiive

Since only Au
e gust, 191
to municipalities be » 1913, have the cha.
en rtered banks’
bank statement. Previoig?;"?hseparately in the go},{: mlrgi?j

the figures r p ese ad
epresentin advances were 1 3
ness generally. g current loans and disco“ilrlxltl:l}:(;1 e\? sl'n
usi-

p The followi
tary Times, gi owing table :
5 AVE , compil
August, 1913, to tietllle bank loans to rﬂhi‘iiciforl'rhe o
are available:— atest month last year forpv:hltlcclzisﬁsmce
gures

January E9Eas 1014

F ST R e : 1915. 1916.
ﬁ;’c‘ilary e $32§’3°;,§20 $35.952,805 $3z,315,371
AL S 3:’37 cy 38,437,003 35,149,915
Miv: .~ i o P s 38,640,462
Tane | o B R s e
ok, Lo 33,000,577 43,048,430 43,024,030
Atgust o s 46,880,816 46,773,032
September ... $4I’3é°’281 39’,664’,221 446’029’446 42,385,000
October ... 37405385 44,338,893 o o
S ember 351 ’g 0 47,316,076 45,682, 31 38,708,745
ecember 2173,617 44,706,055 41’062’2;20 37.613;53%

4 ) O

v 30’5l8:57 8
Prior to August 3 38,256,047 30,878,028

separately in 1913, the :

at their highet;tl‘e o statement, ’Il‘c;\?ns were not reported

In 1915, the higﬁ:;t‘“t in October, the t%tyfars. ago, they were,

to Ouypme highest total was 846,850,816 being $47,316,070.

loans during theaigﬁSt sum was $46 7‘731‘1)1 ]u_ne.] Last year
;773,032 in June. The

than for % months
the previous two Yean"s(ff 1916 were generally lower

———

sea-going vessels i cargoes 1
f vessels in 11;1‘;‘]“}1'3 total tonnagztosfeason there went 685
ormed the larger o ith a total tonnage 2’fx 10,051, as agains:
Ie{nd of November taot .0 the port's ot ot Grain
713-T6b0r Commissioners the exports from Jt(llliorts. Up to the
,646,455 bus s and the Gra e elevators of the
St hels, nd Trunk Railway, reached
old to the am '
0

g';mada and, deposit;? t of.$3,000,000 had b m
s :f,:oo,ooo had been ;‘ﬁ.the United Statese?o:1 eXp%thd fron

: ccount of J, P 1pped to th ; ssay ce a

- L. e P . A

imported by the United States. e o
bas}é;l 19x6hi$548 000,000 States from all ys’ofxnra 1ng‘the tjoan
S gy, accordj ces since JaB-
1al figures brought lggw Itotoﬂlig _rewged es?mtate

ovember 17 ast.
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OLD NOTES OF CANADIAN BANKS

Where They Can Be Redeemed—List of Insolvent Banks
Since Confederation

The following information

regarding the redemption of

notes of Canadian banks no longer in existence, has been

furnished 7 ke Monetary T imes
tary of the Canadian Bankers’
Issued by.
Bank of Acadia .............
Bank of British Columbia.....
Bank of Liverpool, (N.S.)....
Bank of London in Canada...
Bark of New Brunswick......
Bank of Prince Edward Island.
Bank of Vancouver ........«s

Bank of Yarmouth ... ....0x%
Banque Internationale du Can-

N G R G KL e 4 PR
Banque du Peuple ...........
Banque de St. Hyacinthe .....
Banque de St. Jean ..........
Banque Ville Marie ..........
Central Bank of Canada......
Commercial Bank of Manitoba.
Commercial Bank of New

Brunswick @ ig L0 .

Consolidated Bank of Canada.
Crown Bank ...
Eastern Townships Bank .....
Exchange Bank of Canada....
Exchange Bank of Yarmouth.
Farmers’ Bank of Canada....

Federal Bank of Canada.......
Halifax Banking Company....
Jacques Cartier

by Mr. G. W. Morley, secre-
Association :—
Redeemed by.
Worthless.
Canadian Bank of Commerce.
Worthless.
Worthless.
Bank of Nova Scotia.
Worthless.
E. Buchan, Liquidator, Van-
couver.
Department of Finance.

Home Bank of Canada.
Department of Finance.
Department of Finance.

La Banque Provinciale du
Canada. :

Department of Finance.

Worthless.

Department of Finance.

Worthless.

Worthless since 18go.

Northern Crown Bank.

Canadian Bank of Commerce.

Worthless.

Bank of Montreal.

G. T. Clarkson, Liquidator,
Toronto.

Worthless since 1803.

Canadian Bank of Commerce.

La Banque Provinciale du

47

Redeemed by.
Worthless.
Royal Bank of Canada.

Issued by.
Mechanics’ Bank of Montreal.
Merchants’ Bank of Halifax...
Merchants’ Bank of Prince Ed-

ward Esland iy . it SRt
Metropolitan Bank of Montreal.
Metropolitan Bank, The
Northern.: Bank ..ijuiciiiini

Canadian Bank of Commerce.
Worthless.

... Bank of Nova Scotia.

... Northern Crown Bank.

Ontario Bank ................ Bank of Montreal.
People’s Bank of Halifax ..... . Bank of Montreal.
People’s Bank of New Bruns-
WACK: cliiant, coii s dov e s iaBank of s Montreal:
Pictou Bank ................ Worthless.
St. Lawrence Bank ......... .. Standard Bank of Canada.
St.;Stephens Bank .. .. .00 Department of Finance.
Sovereign Bank of Canada .... G. T. Clarkson, Liquidator,
Toronto.

Stadacona, Bank * ../ ... ..iuies
Traders Bank of Canada .....
Union Bank of Halifax .......
Union Bank of Prince Edward
{10 PSR TG RG
United Empire .......... .... Union Bank of Canada.
Western Bank of Canada ..... Standard Bank of Canada.

The table at the foot of this page, revised to date by
The Monetary Times, gives a list of insolvent banks and
those having gone into liquidation in Canada since 1867.
The bank notes of eight institutions are now worthless. The
Central Bank of Canada had its head office at Toronto and
suspended in 1887. Since 1800 its notes have been worthless.
The Consolidated Bank of Montreal suspended in 1879. The
Exchange Bank of Canada was another Montreal institution,
chartered in 1871. It suspended in 1883. The Federal Bank
of Canada, at Toronto, changed its name from the Superior
Bank of Canada. It went into voluntary liquidation in 1888.
The Bank of London in Canada, had its head office at Lon-
don, Ont., and failed in 1887. Its notes have been worthless
since 1893. The Maritime Bank of the Dominion of Canada
had its head office at St. John, N.B., and suspended opera-
tions in 1887. The Pictou Bank, a.small institution of Pictou,
N.S., ceased operations in 1887. Tt paid its dépositors in full.

Worthless since 18go.
Royal Bank of Canada.
Royal Bank of Canada.

Bank of Nova Scotia.

Canada. The Bank of Prince Edward Island had a local charter of the

provincial government and suspended in 1881, The notes of
all the above institutions are now worthless.

INSOLVENT BANKS AND THOSE HAVING GONE INTO LIQUIDATION IN CANADA SINCE 1867

Maritime Bank of the Dominion

of Canada /', . 2. Worthless since 1893.

B DCapitfalgStock at A’l‘otal Total Dividends
e at S si ssets i'biliti i
Name of Bank and Place of Head Office Date of Charte gf kit b i at sz(tegqof a!;tl g;]ti::? xae
Suspension Capital | Capital | Suspen- | Suspen- | Note- |Deposi-
o — i i B Subsc’ed | Paid Up sion sion. |holders| tors
' N ¢ s Per Per
1iCommercial Bank of New Brunswick, St. John...|Local, before Confederation..... Last return July, '68] 600,000 | 600,000 1,222,454 67%5 420 I(rzne?lfil lgef?jl
2 Bank of Acadia, Liverpool, N.S.................... Date S USIR e April 1878, e 500,000 | 100,000 | 213,346 | 106914 | (1) 50
Winding-u'p Act
8 Metropolitan Bank, Montreal................. ... Aprll G I8 ey il B8 Csh £ 1,000,000 | 800170 | 779,225 208,870 | tn futt | 1t
Ot 18780 o
4|Mechanics’ Bank, Montreal..........coouuunienens Before Confederation............ May, 1879............ 243,374 | 194,794 | 721,155 | 547,238 | 57} 574
? Sep. 18, 1875, by amalgamation G :
5/Consolidated Banlk, Montreal..............co... gggltvsg%qk agd:}oyal Can-t (Aug.,1879............ 2,091,900 | 2,080,920 | 3,077,202 | 1,794,249 | In full | In full
n, ({03 SV R RS
6/Bank of Livergpool, Liverpool, N.S................ ADHLIL AR TSt o T Oath) 1820, onvibiunn 500,000 470,548 207,877 136,480 4y 96
i , Volunf:a:]*yl liqu%d;é-
tion July, 1879.
7|Stadacona Bank, Quebec..............ovvuunnvenns DELT ¢ ) S e i R Winding-up Act, | 1,000,000 | 991,890 | 1,335,675 341,500 e In full
‘(?88(};“.' ch. 48
8/ Exchange Bank of Canada, Montreal............. Aneil B ARTE . ool i S A88B A T k.
9|Maritime Bank of the Dominion of Canada, St. i 0.1 0R0I000 ¢ B,008 007, %408, 90 \ s
Jonnpr N i RiaT b e R0 o h e R JORE LSRG L March, 1887..... e 321,900 321,900 | 1,825,993 | 1,409,482 5 10%
10| Pictou Bank, Pictou, N.S................coven... May 2SI CJeia v {{Eaiie et oo Vet 500000 200,000 277.017| 74384  “ | 1nfun
11/Bank of London in Canada, London, Ont. .......|May 25,1883.................. .. P Augt:lst.'1887...,' ....... 1,000,000 | 241,101 | 1,132,108 | 838,339 & e
18] Federal Bakof Cnnade, Toyome; chikage 7T i as L Noviiisszn 500,000 | 500,000 | 3,231,518 | 2,631,378 | “ | 99 2.3
13| Federal Bank of Canada, Toronto ; changed from P . ;
B op0) hAnaod from By BN Y antary Tuauida- 11 1.250,000 | 1,250,000 | 4,869,113 | 3,449,499 In full
14|Bank of Prince Ed. Island, Charlottetown, P +|Local charter by Prov'l Gov ....|Nov.,1881. .......... 120,000 | 120,000 | 958,244 | 752,242 | 59 59
15/Commercial Bank of Manitoba, Winnipeg . Aprilid0; 4884, . Biolanig Ll June 30, 1893. ....... 740,700 | 552,650 | 1,951,151 | 1,341,251 | In full | In full
16/Bank du Peuple, Montreal................. Jumie QT8 o LS July 15, 1895. .. .... (2}) 1,200,000 | 1,200,000 | 8,663,308 | 6820, 45 5 75;
o 17|Banque Ville Marie, Montreal....... June 14, 187905 | 0 SR July 25, 1899.......... 500,000 | 479,620 | 1,770,955 | 1,951,346 i 17:
18| Bank of Yarmouth, Yarmouth, N.S........ o AP IS 18D (I it e Mar. 6, 1905.. ........ 300,000 | 300,000 | 820,143 79,323 s In full
19/Ontario Bank, Toronto (formerly Bowmanville).. May 27, 1857.............. .. .. Liguidation Oct. 13, | 1 500,000 | 1,500,000 17,432,177 |15,220,685 | “
20|Sovereign Bank of Canada, Toronto ........... { May 2551000 Dot i J V‘gggfja;g‘l‘gq‘;ggg' 3,000,000 | 8,000,000 18,594,357 15,544,584 | -
21|Banque de St. Jean, St. Johns, P.Q.... .. (MRS, IRy e R April 28, 1908. 316,706 | 967,876 | 614,491 | | ...
92|Banque de St. Hyacinthe, St. Hya Doy 2801879 51, e iAsTaEs e June 23, 1908 331,235 | 1,580,097 | 1,182.362 | “ 90
23|(3) St. Stephen’s Bank, N.B.. B-Winy &, cap. 830, cai TR March 5, 1910 200,000 | 818,271 | 549,830 5 In full
24'(4) Farmers Bank, Toronto Oy 18, 1004 P EIE ey Dec. 20, 1910.. 567,579 | 2,000,000 | 2,436,262 |........| .......
2s|(5) Bank of Vancouver, Vancouver . o March 186, 1910. ... .. Dec. 14, 1914.... . .5+ 446,105 | 1,120,862 | 725,721 |Now in course
3 of liqui'dation.

(1) This bank was only in existence 3 months and 26 days. It re-opened for a few days and redeemed a few thousands of its notes.
two, and the remaining note-holders with the exception of the Government got nothing. The Dominion Government received 25 cents on the dollar on severa
thousand dollars’ worth of the notes which it held. = (2) The figures for the Bank du Peuple are as at July 31, 1895, sixteen days after actual date of suspension.
() Rigu-es from January, 1910, Governmant statem>nt—the last published figures of this bank. (4 There are.about $15),000 worth of notes still outstanding but
it is expacted that they will be paid in full out of the assets of the Bank. Some timz2 may elapse, however, before this is done. In the meantime, there has
been no dividend paid to depositors and it is difficult to say if there will be a dividend. (5) All the notes presented have been rejeemed, but this was made possible
largely by recourse to the Bank Circulation Redemption Fund, which the liguidator will have to reimburse as the assets are realized, and the liabilities of the con-

This lasted only a day or
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STANDARD OF CANADIAN CURRENCY

It Has Been Well Maintained — Sound Finance is the
Nation’s Practice

The Canadian government is resolutely determined to
maintain the standard of our currency. It will not resort to
the issue of unsecured paper money, which is merely a forced
loan without interest, leading to depreciation and the gravest
economic evils which can afflict a nation. This statement
was made in the course of the finance minister’s budget
speech last year. As a practical backing of the statement,
it.is interesting to know that our gold reserves held against
Dominion notes at that time amounted to $115,147,985, or
64.2 per cent. of the outstanding circulation.

At the time of the United States civil war, the North
and South ‘had to resort to paper currency. Germany is re-
sorting to paper currency to-day. The paper currency of the
North went down to between 35 and 4o, and it was fifty years
at least after the end of the civil war before the currency of
the United States was restored to a parity with gold. The
paper currency of the South became absolutely valueless;
ten thousand would not buy 2 plug of tobacco.

Squelching Bad Suggestions.

Last year, Sir Thomas White, finance minister, settled
once and for all, the suggestions made in one or two quart-
ers that the Dominion should issue a large issue of paper
currency. Speaking in the house of commons at Ottawa,
he said:— :

«The banks have a certain note circulation which varies
from time to time according to the commercial needs of the
community. It is pocket money in the community, till money,
so to speak. If a man gets a thousand dollars or two thous-
and dollars in bills, he does not carry them in his pocket, but
deposits them in the bank, and, by the clearings the next day,
the several banks that have issued the bills get back their
notes and have to pay any balance against them in gold, or
the equivalent of gold—viz., Dominion notes. It is said:
Why not go to New York and borrow $500,000,000 OF
$250,000,000 in gold. and then, to the extent of 25 per cent.,
make that gold a deposit against an issue of $1,000,-
000,000, and then we will have plenty of money for the needs
of Canada, plenty of money for the imperial government,
plenty of money to purchase munitions and carry on the war.
The idea is so apparently feasible, T might ask: Why does
not the imperial government gather up a tbousand million
dollars of gold and issue four thousand million dollars of
paper money? Why does not any government do that?

Printing Press Money.

«Tt is very easy to turn on the printing press, even if you
have a 25 per cent. reserve of gold, but neveythelegs, to the
extent that the notes are not required for the circulation needs
_ of the community, your paper has been watered; to that ex-

tent you have made a forced loan \\_/ithout interest; and the

inevitable result will be the depreciation’ of your currency.
Let me give an extreme case. Supposing to-mMOLIOW the Do-
minion government put out an issue of a thousand million
dollars of paper. The public would get it They would take
it in payment of services or for commodities, .and they would
deposit it in the banks. It would not be required for the cir-
culation of the community, and the result would be that the
banks of Canada would soon have tens of mi_llior}s of dollars
lying idle, not bearing any interest. The 1pev1tab1e result
would be that a bank or a financial institution would say:
We will take a bond because it bears interest, but we do not
want a note, that is not needed for the c1r9u1a:c10n purposes
of the country, lying idle and unremunerative in our vaults.

Cold Would go to Premium. .

«Gold would go to a premium and your note would go
to a discount, and the inevitable result of 2 large issue of
paper money, an issue of paper money beyond the circula-
tion requirements of a community, would be depreciation
in your currency, destruction of your credit, and the loss of
the gold that your country has. There is no doubt about
that whatsoever. To-day the circulation needs of this country
are met by the bank circulation and by the Dominion note cir-
culation. Increase it by $10,000,000 and vou get redundancy ;
increase it by $50,000,000 and vou get a great redundancy,
and vour notes are at a discount, and your gold at a
premium.”’ ;

§ this WOrl d .
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time, we should staigdfl think that in this country, at this

so much to the credit or sound finance, because it means
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1an credit in the world’s money markets.

BANKS AND THE WARv LOANS

.

Import
portant Phase of Government Financing — Banks as

Medium for Payments

The banks have t
financing in connecti
made heavy purcha
these were largely g

Oiksvlgt}?n important part in government
i the domestic war 1oans,_having’
_ L L nodings of
having the opportunit on the pro rata basis, each ban
of its capital. The y of taking the same fixed percentage
subscribing’ banks EYOCeeds were left on deposit with the
for the time being' th g bank also was permitted to carry
tions of its custome e deposit represented by the subscrip-
at credit of the Do 1s. The special balances thus carri€
1916, this being them Inion rose to a high level in Janualys
war loan were allowmomh in which subscribers to the first
ments at 4 ed to discount their unmatured instal:

up to $13,178, lding amounts ranein m ,527
$50,000,000 absc)g\;zé !;I&;]:; 1 65,000,000 men%iogeér?nas$i?b0u
October last, when the ua_ The total was again high in
war loan could be discw?;?éatured instalments of the secom

Allotments to Banks -
The followi §
banks of the ﬁl:ls% figures show the final allotments to the
War loan floated in November, 1015.—

B B‘I"(nk- Allotment in
ank of Montrea] former loan-

Quebsei Bl fiieci o s O 8
............. J 3)134=3°O
Bank of Nova Seotfa 111711 s
Brine Trltlsh North Ame.ri(;a" ......... 1,286,600
The M ) Orantaker s T SR 953,600
o b RS e 970,700
Merctari g Ationale R e 784,000
La Ba.nqli ]?pank, ofiCanada /. in.,... et
Union mue Provinciale du T 1,372,400
Cange ank of Canada ... R 105,000
Royal Br;nﬁank of Commerce ... .. . .. Chs o
ominion Bof Clneda ¢ 0 o 2,038,790
Bank of BB L b G e BATHIE
Stanis Hamiltan (G0 i B et 1,200,000
La Baéd Ban,k Bf Canada . o0 e 587,600
Bank cflue Giflochetag o 0 857,800
Imperiol Bawa oo 556,000
Home 253 Bank of Canada [l e 857,800
North Al o @hnadn e 1,372,400
Sterit s e R REE  L 260,000
Weybug Hiwk of ‘Ganeds 00000 300,000
B Sertrity - Haok v on i 165,000
............... 0,000
Totals pes _____,_7___./
Banks of Wdin: T e $21,741,600
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CANADA REPURCHASES HER OWN BONDS

About $50,000,000 Have Been Brought Back Since War
: Commenced

BY E. R. WOOD.

Much prominence has been given in United States
financial journals to *he large amount of American securi-
ties which have been re-purchased from FEuropean holders
since the outbreak of the Great War. As a result, the Great
Republic is in the happy position of not only kaving cut its
annual payment of foreign interest in two, but should shortly
.have reduced the sum to a negligible amount. As matters
stand at present its citizens are to a large extent paying to
themselves the amounts represented by maturing bonds and
coupons instead of to British and Continental holders as
prior to 1914. This transfer of ownershipl has naturally
greatly strengthened the financial position of the United
States as a whole, and has resulted in an important control
over foreign exchanges, as well as increasing the income of its
own people.

Creat Britain to Canada.

A similar transfer. of securities has been taking place be-
tween Great Britain and Canada, although naturally on a
scale considerably smaller than to the United States. The
enormous amount of financing done by Canada in Great
Britain prior to 1914 (over $685,000,000 in the three preced-
ing years alone) naturally produced a prolific field for such
operations. It was, therefore, only to be expected that from
time to time the large insurance, trust and other investment
companies—not to mention private investors,—should from
time to time part with their securities as they deemed it their
duty to subscribe to their various war loans, exchequer bills,
etc., or as their securities came under the treasury’s
“mobilization’’ plans. Fortunately for us a large proportion
of our securities originally sold in Great Britain had been
made payable as to principal and interest in Canada as well,
(and in fewer instances in the United States), thereby facilitat-
ing such repurchase by this country. The. Canadian market
has absorbed large amounts, and where American payment
was possible, the United States investor, owing to the high
vields, has not been slow to avail himself of these splendid
opportunities. Such purchases have materially contributed
toward maintaining and improving the London selling prices
of the securities in question with consequent benefit to the
British owners. "

Income Has Been Increased.

The income of Canadians has been increased as a con-
sequence of such investments, while from a patriotic stand-
point these purchases have performed their part in assisting
to regulate sterling exchange. It is estimated that not less
than $50,000,000 par value of Canadian bonds have been re-
purchased since the outbreak of the war, of which probably
$30,000,000 have remained in Canada. Payment of the interest
on this sum to our own people means an increased investment
power for our country as a whole, and in view of the war
financing which confronts us this is an important factor to
consider, while a substantial appreciation in the price of such
securities is almost sure to occur after the end of the war.
A considerable volume of Canadian stocks has also been re-
purchased, but it is impossible to estimate the total amount.
The outflow of our capital represented by these purchases
for our own account is more than offset by the enormous ex-
pansion in our trade, and our increasingly favorable trade
balances. 7

Western Canada’s Refunding.

One special feature has attracted much attention in both
American and Canadian financial circles. I refer to the re-
funding in the United States by the provinces of Manitoba
and Saskatchewan, and by the city of Winnipeg of approxi-
mately $8,000,000 of their sterling loans. Taking advantage
of the exchange conditions prevailing, these two provinces
and the city in question have been able to substantially reduce
their outstanding debt, thanks to the friendly assistance of
the Imperial Treasury Board who facilitated the sales of the
sterling bonds. As the loans refunded were originally for
long terms, and the substituted securities sold in the Am-
erican market have been issued for considerably shorter
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periods, it is hardly correct to describe the apparent saving as
entirely net. To accurately gauge the position, it would
really be necessary to know at what rate the renewals of the
currency loans will be effected as against the rate of interest
then obtaining in Great Britain. Possibly this factor and
sinking fund complications have deterred other borrowers from
attempting the same operation, though the chief reason_is
doubtless the difficulty in actually purchasing the securities
themselves in Great Britain, at a price sufficiently low to
enable the refunding operation to show a profit. The Im-
perial Treasury Board, while taking a sympathetic attitude to-
ward these particular transactions, did not adopt, as in the
case of American securities held in Great Britain, the super-
tax measures which resulted in the ‘‘mobilization’’ of the
latter for the purposes of the British government.

Has Helped Creat Britain.

The assistance by Canadian banks by way of munition
credits and otherwise is well known, and 1t should, there-
fore, be gratifying to us as Canadians that our substantial re-
purchases of Canadian bonds from Great Britain have enabled
us to co-operate so effectually in this international financial
situation. The part played by Canadian bond houses in this
connection should not be overlooked. :

llllIIIIlIIlllIIIIIlIIIIIIIHIIHI"lllIllIlIIIllIIIIIIlIIIIIIlIlIlllllIllIlltlIIIIIIIIIlIIIIIIlIIlllllllllllllll|IlIIIIIlllllllllllﬂlllIllIIIIIIIIIIIIIIIlllIImlllllllIIHIIIIIIIIIIIIIIIIIIIIIE

NEW BRUNSWICK |

New Brunswick

e

=

By s

Honorable §

G ). \CLARKE; g
Premier.

=
E
=
n'lIllllllllll"llIIIIIIIIIlIlIllHIIIIIIIIIIIIIllmIIIIIY[II!IIIIHIMIIIIIIIIlllIllllllIIIIIIIIIIHllmlllllllllllHIIIIIIIHIIll"lllllllllllllllllllIlll"lllllﬂlllllmlmmlmllmllll%

OTWITHSTANDING the great interference with
business, necessarily attending upon the participa-
tion by the province in the Empire’s war, New

Brunswick has been fairly prosperous during the past
year. A fair demand has prevailed for all natural pro-
ducts. Manufacturers have been busy and general trade
has been good. At the opening of the year, it was
thought that there might be a serious decrease in the
lumber cut, but returns to the Crown lands office indicate
that the business done in connection with this department
was well up to the average, the receipts reaching a figure
closely approaching those of the previous year, which was
the largest in provincial history, while payments from all
sources were more promptly made than at any time here-
tofore. Lack of transportation facilities interfered to a
very considerable extent with this business, but under the
conditions the results were most satisfactory.

The classification of Crown lands inaugurated in
1915 was actively carried on last year and upwards of
200,000 acres of the forest lands have been surveyed by
various parties, under the direction of a most capable
head. Along with the regular work of classification, is
associated the work of selecting areas for settlement
purposes, and orders have been given for a soil type map
which will serve as a guide in the opening up of lands for
agricultural purposes.

The question of improved fire protection is also under
consideration and will be pressed forward with the least
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possible delay. There is little question that at present
New Brunswick is taking one of the leading places in
forestry matters in Canada.

The farmer has been favored with a most gratifying
yield and good prices. Not in recent years has there
been from the farm such satisfactory results as during the
past year. While a very considerable portion of this
prosperity may be ascribed to the demand for food pro-
ducts generally prevailing, there is no doubt that the
success attending the work of the farmer is due to a very
large extent to the active and intelligent work of the
agricultural department, which during the past four or
five years has carried on and at present is carrying on a
campaign of education which has resulted in the adoption
of improved methods in all lines of agriculture.

For the products of the sea as well there has been a
good demand throughout the season, which has rendered
the prosecution of this industry a most profitable work.

Problems arising from the war have occupied the
attention of the government during the year. Plans for
the care of returned soldiers are in progress, and are in a
satisfactory state of advancement. It is confidently
expected that as a result of this work, New Brunswick
will be able to meet all demands made upon her for a
proper settlement of those from the province now actively
participating in the war, when they return, and of all
those from the great inflow of immigration to Canada
anticipated when the war closes, who may desire to cast
in their lot with us, and who may apply for assistance.

Excluding the sinister influence of the war and the
menace it always carries, the outlook for the coming year

"in New Brunswick is most promising. /That the lumber
cut will be greater than heretofore is generally assumed,
and there is no reason why the satisfactory returns in all
departments of industry and particularly in farming,
during the twelve months just closed should not be an
incentive to greater production in the future and corre-

sponding progress and prosperity.

(See pages 15 to 20 for articles by other Premiers.)

CONNECTION BETWEEN EXCHANGE RATES

What They Mean—The Fine Points of Buying and
Selling :

The connection between various exchange rates was ex-
plained in an interesting address on international exchange
to the Association of Reserve City Bankers at Detroit last
year by Mr. F. L. Appleby, manager of the foreign exchange
department of the Union Bank of Canada. After discussing
the technicalities of the subject, he illustrated the relation
between the effects of the different rates by the following
examples :—

In one case a high discount rate will mean higher ex-
change, while in another it will have no effect whatever, and,
in still a third, lower exchange.

(a) A higher discount rate causes higher exchange when
another financial centre has a superfluity of funds for invest-
ment in long bills, of which there is a good supply.

(b) A higher discount rate has no effect on exchange if
there is not a good supply of bills. This occurs when the
discount rate is artificial; that is to say, when it has been
arranged by agreement and is not the result of supply and
demand.

(c) A higher discount rate causes lower exchange when
other financial centres lack funds or confidence, while the
offerings of bills are heavy and persistent.

T have pointed this out for the express purpose of showing
that in exchange especially there is not, and never can be,
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any hard and fast rule of certai i i
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When a Flurry Comes.
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Dangers of a Surfeit of Gold

Economic Effects of an Increase in a Nation’s Gold Reserves — A Typical Case —
An Analysis of the United States Federal Reserve Board’s Recent Statement

By E. L. STEWART PATTERSON.

viewed with concern the steady flow of gold into that
country during the last eighteen months, with every
prospect of continued shipments, unless some other
means is adopted of adjusting the sterling exchange
situation, To the average individual this view occasions
surprise as the possession of gold is generally considered
most desirable, and it may be of interest to study why too
much goid is likely to affect seriously the financial health of
the nation. iy
Under modern economic conditions gold, apart from what
little may be used in the arts and industrie§, is of li'ttle or
no use except for banking reserves as a basis of credit, and
for this purpose the United States has already more thg.n
sufficient for her legitimate requirements. New gold receiv-
ed into the country can only remain in the vaults of the
banks where it earns nothing, and is even a source of ex-
pense. The gold in circulation in the country will not be

increased by its advent nor will it replace silver or paper as :

a circulating medium. An increase of gold in the reserves
therefore can only be of economic use as the basis of an in-
creased borrowing movement with a latent potentiality of
creating an over-expansion of credit of four or five times its
own amount. To fully understand this fact let us take an
imaginary bank to represent the hundreds_ of banks affected
by this great overflow of gold. The following is a brief state-
ment of the Blank National Bank:— -

Leposits o il $5,000,000 Loans.......... $ 5,000,000
Capital und surplus.. 2,000,000 Call doans Gl Lo 1,000,000
Specie, etc.. . 1,000,000

$7,000,000 $7,000,000

How the Cold Works.

The net earnings of the bank are, say, $160,000 or 8 per
cent. on the capital and surplus. Many of the bank’s custom-
ers are engaged in various kinds of export orders and receive
payment from time to time, the proceeds of whlch. the_:y use
to reduce their loans, or to increase their deposits in the
bank. Suppose, for the sake of illustration, that the amount
due for these exports from abroad was $1,000,000. Under
ordinary circumstances this amount would have been offset
by a corresponding amount of imports, and there would have
been little or no change in the country’s gold reserves. Under
war conditions, however, there is no such offset, and it is
necessary for the purchasing country, Englgnq, to send over
gold, the proceeds of which, directly or mdyrectly, are re-
ceived into the Blank National Bank, increasing its specie
holdings to $2,000,000 and decreasing its loans to $4,o_oo,ooo.
If the bank continues to hold this gold it is faced with the
prospective loss of $60,000 per annum (6 per cent. on $1,ooq,-
ooo) or nearly 40 per cent. of its earning power, and is
furthermore carrying reserves in gold sufficient to support
$10,000,000 in deposits and $8,000,000 or $9,000,000 in loans.
In self-defence it will therefore be forced to seek an outlet for
its surplus funds and compete w1t¥1 other banks, similarly situ-
ated, for new business, even at'a lower rate of interest if
necei;:;}t'lfacturers, merchants and others will be quick to
take advantage of this opportunity to borrow freely at low
rates and will extend their business in all directions. New
factories will be erected, old ones extended and the produc-
tion in all classes of goods greatly increased. The increased
demand for material and labor will raise prices and increase
the cost of labor, and set in operation a whole series of
influences of a cumulative nature, the ultimate effect of which
is an old story in the United States and other countries sub-
ject to periods of over-expansion. A rise In prices, under
normal conditions, would lead to a decrease in exports and an
increase in imports attracted by the high prices, resulting
eventually in an unfavorable movement of exchange and an
outward movement of gold. The steadily advancing prices

EXPERIENCED bankers in the United States have

make the United States a good market to sell to and a poor
one to buy from. ]

Manufacturers and merchants will find themselves with
heavy stocks of goods at high cost and practically no mark«;t.
due to unwise overproduction on a rising market for material
and labor. The outward movement of gold in payment of im-
ports referred to above necessarily falls on the gold reserves
of the country and the banks are consequently forced to
press for payment of their loans, interest rates rise, failures
are rumoured and all the material for a panic is in readinesg.
It will be seen from the above that unless there is inflation it
is impossible for a country to absorb into its credit system
an amount of gold over its ordinary reserve requirements ;
available funds will find  their way into use, ~ the idle
dollar is the most diligent of all seekers after employment.
The history, of nearly all crises is practically the same;
cheap money due to abnormal reserves, over-expansion, and
over-speculation, increase in price levels, over-production and
dear money.

Surfeit of Cold.

The illustration given above is necessarily crude, but it is
hoped will help the reader to realize the main factors that
tend to make a surfeit of gold an unhealthy condition for any
country. It may be advanced that this is simply theory, but
the financial history of the United States and other countries
amply demonstrates the fact that an undue amount of gold
and consequent expansion of credit not only tends to raise

"the entire level of prices and wages, but unless the situation

is adjusted in time, leads to a crisis. A well-known instance
is that of Germany, following the receipt of the Franco-
Prussian war indemnity. This indemnity amounted to $2,-
o<8)o,ooo,ooo, the payments of which were spread over the years
1871-2-3.

The year 1871 saw an immense commercial and industrial
expansion in Germany. Wages and prices rose in leaps and
bounds, speculation was rampant and credit generally was in-
flated. Reaction, however, commenced in 1873-4; credits
collapsed everywhere, prices fell, failures were numerous and
unemployment widespread, and it was many years before the
effect finally wore off. An older example is the case of Spain;
the tremendous inflow of precious metals following the con-
quest of Peru and Mexico is generally recognized as having
occasioned the ruin of Spanish industries, causing prices to
rise higher in Spain than elsewhere, and preventing the
people from manufacturing as cheaply as the inhabitants of
other countries. This situation was further aggravated by
the law forbidding private merchants to export bullion or coin
in payment of imports. ;

War Conditions Prevent.

Under normal conditions, as stated above, a flow of gold
into the United States would be stopped by an automatic in-
crease in the imports, but this, owing to war conditions, is not
possible at the present time. - Two alternatives present them-
selves :—

1st.—To extend credit to Great Britain and France
for goods purchased. This has been done to a limited
extent though the recent pronouncement of the Federal

Reserve Board advises strongly against this method.

2nd.—To refuse gold settlements by relieving the
mints from the statutory obligations of buying gold and
coining it. This remedy was adopted by Sweden.

It was hoped that, with the establishment of the Federal
Reserve Banks, banking in the United States would be placed
on a sound basis, free from political influence and governed
entirely by practical and economic considerations. It is,
therefore, disturbing to find the Federal Reserve Board, in the
face of published and expressed warnings of practical bankers
and economists, issuing a statement disapproving of short-
date treasury bills as a form of investment for banks.
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Treasury bills of Great Britain and France are short-
date bills of varying maturities to suit purchasers, payable
absolutely at maturity in New York in gold dollars, and free
from all taxation by the issuing government. They form an
ideal method of investing funds temporarily, and to the extent
of their absorption in the United States would prevent such
funds being used for the unhealthy inflation of internal
credits. Furthermore, should the occasion arise, as it surely
will eventually, for the exportation of gold to Europe, the out-
standing treasury bills at that date, falling due on con-
secutive dates, would automatically serve to offset demands for
equal amounts of gold, and as long as there were any such
bills held in the country they would obviate the necessity of
gold exports. By objecting to the purchase of treasury bills
the Federal Reserve Board has practically sat on the safety
valve, thus closing an outlet for surplus funds which would
have tended to mitigate the evils of unhealthy internal ex-
pansion. The potential credit behind the constantly accumu-
lating gold holdings will now, it is feared, be used more than
ever in the creation of enlarged domestic loans unleavened by
any liquid foreign obligations. il

The statement issued by the Board says in part:—

“The board does not share the view frequently ex-
pressed of late that further importations of large amounts
of gold must of necessity prove a source of danger or
disturbance to this country. That danger, the board be-
lieves, will arise only in case the inflowing gold should
remain uncontrolled and be permitted to become the basis
of undesirable loan expansions and of inflation. There
are means, however, of controlling accessions of gold by
proper and voluntary co-operation of the banks, or, if
need be, by legislative enactment. It will then
appear that while a large increase in the country’s gold
holdings has taken place, the expansion of loans and
deposits has been such that there will not remain any
excess of reserves apart from the important reserve loan-
ing power of the Federal Reserve Banks.”

Federal Reserve Board’s Motives.

The board admits the danger of the inflowing gold be-
coming a “basis of undesirable loan expansion and of infla-
tion”’ and its ruling, .therefore, cannot . be ascribed to ignor-
ance of an economic truism. To what influence can it be
ascribed? Two reasons stand out prominently :—

One is that it questions its own ability to handle the
situation when the tide turns and the foreign demand
for gold becomes effective.

The other is that the statement was purely for
political effect dictated perhaps by the desire to curtail an
export of munitions. °
Though both of these reasons may have had their in-

fuence on a few individual members of the board, it is likely
that the intention of the board in thus declaring itself was to
force investors and others, especially those interested in
munition concerns, to accept these foreign obligations in pay-
ment for their goods. The result as far as the country is
concerned is the same,—it is immaterial whether an individual
or a bank is the first holder of the foreign obligation, it could
still be borrowed against. A manufacturer, for instance, who
has hitherto received cash for his goods and consequently
borrowed little or nothing from his bank would, in accepting
foreign obligations in payment, eventually be forced to borrow

either against his general credit or against the security of the
bills.

Use of Treasury Bills.

The November letter of the National City Bank, New
York, presents the views of those who hold that there 1s
serious danger to the country in the continued accumulation
of gold, and that treasury bills and other short-time obliga-
tions will serve efficiently as offsets to foreign demands for
gold and will prove in the not distant future an extremely
desirable and useful asset to the country. The National City
Bank is of the opinion that there is no practical way of con-
trolling the gold supply of the country as suggested by the
board. The importations of gold go into the banks as deposits
and the lending or purchasing power remain first of all with
the depositor. Even if the gold is deposited with the Federal
Res_erve Banks.. the latter must give either their notes or an
equivalent on their books in exchange. Such a credit at a
Reserve Bank is equivalent to gold itself as a basis for loans,
and therefore up to the limit of the lending power of the
bank the Reserve Board has no control over the expansion of
credit. Co-operation in this connection is impossible among

v

_vports. In fact there was
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charge was customarily made. Also, in a few special cases,
parties handling a large amount of exchange, got a premium
on the New York funds deposited. Thus the province of
Ontario and the city of Toronto derived full benefit from the
high premium on New York funds prevailing early in 1916,
when they placed bond issues in New York. Similarly, the
large grain exporters would get the benefit of the premium
in connection with their heavy offerings of exchange. In
their case, probably, the high exchange rates would percolate
backwards and be reflected in the prices paid to farmers at
country points.

Influences on Our Exchanges.

In considering the exchange markets prospects for 1917,
it is necessary to take carefully into account the several
factors that exercise the deciding influences on our exchanges.
At present these are the foreign trade balance, the sale of
Canadian securities in the United States, and payments of
interest and principal of our external debt, together with the
external expenditures in connection with military operations.
With reference to the last-mentioned item, it is not to be ex-
pected that Canada’s repayments of principal to England and
the United ‘States in 1917 will be so extensive in themselves
as to turn the exchanges decidedly against us. Such repay-
ments as we make to England will be in the form of Cana-
dian bonds and debentures purchased by our bond houses in
London for distribution in the home Canadian market, and
also sundry redemptions by our industrial and other corpora-
tions of bond or debenture issues maturing in England.
There is to be met in the United States an amount of $20,-
000,000 Dominion bonds falling due August 1st, 1917. If
last year’s precedent is followed the Dominion government
will make provision in the spring months for this maturing
loan and for other needs, through placing an issue of $75,-
000,000 or so with the United States bankers. So, assum-
ing that our United States friends are willing to grant us the
new credit, this repayment will not be a factor in making
our exchanges adverse.

As regards the whole matter of our issues of securities
in the United States, so far as one can see at present, they
will not be unduly numerous. Apart from the suggested
Dominion government loan, Canada is not likely to ask for
many credits of importance. The several provinces and large
cities may be in the market for moderate amounts from time
to time, but generally speaking all public bodies are econ-
omizing severely and cufting their borrowings severely down.
The extraordinary military expenditures are being made as
far as possible in Canada, and a large part of the remainder
of the outlay is represented by payments made in England,
probably in the form of an open account against Canada
which will eventually be settled by our government remitting
its long-term bonds. The expenditures in the United States,
however, have some effect on the exchange situation.

Foreign Trade Balance.

Apparently, the foreign trade balance will be the most
important factor working on Canada’s exchange situation
throughout 1917; and, fortunately, that has been running
heavily in our favor. We have to bear in mind, however,
in this connection that as a result of the western crop short-
age, the volume or quantity of our agricultural exports during
the eight months—January to August inclusive—will almost
inevitably be considerably less than in the same months of
1016, and that this falling off in volume may be only partly
offset by the higher prices realized. Some authorities think
that the higher range of prices for agricultural products,
along with a possible increase in value of our manufactured
exports, may keep our total export trade for 1917 up to the
level set in 1916, but this is doubtful unless the 1917 crops
prove to be very bountiful and move promptly out for export.
. On the other hand, the imports are running high and are
likely to continue so during a considerable part of the year,
pnless the thrift campaigns have a more decided effect than
is at present noticeable. Thus it may be that we shall have
difficulty in maintaining the surplus of exports at the same
level as in 1916. Again, we may find it advisable to take
British securities for a fairly large part of our export surplus.

While these considerations, taken with the rising volume
of our external interest payments, appear to point to a rather
firm market, at times in 1917, for United States exchange, it
should be remembered that the Canadian banks have ab-
nprmally large balances at their call in New York, and this
circumstance may have some effect in preventing the return
of a very high premium on New York funds
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GERMANY'S FINANCIAL POSITION WEAKENING

Ll
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Th¢ Canadian Bank of Commerce

il g e R HEAD OFFICE, TORONTO

Paid-Up Capital - - - $15,000,000
Rest - - 2 i & G $13,500,000

s BOARD OF DIRECTORS —

Sir Edmund Walker, C.V.0., LL.D,, D.C.L., President. Z. A. Lash, Esq.,, K.C., LL.D., Vice-President.
John Hoskin, Esq., K.C.,, LL.D. D.C.L. Robert Stuart, Esq. Geo. G. Foster, Esq., K.O.
J. W. Fiavelle, Esq., LL.D. Sir John M. Gibson, K.C.M.G., K.C., LL.D. Chas. Colby, Esq., M.A., Ph.D.
A. Kingman, Esq. C. F. Qalt, Esq. G. W. Allan, Esq., K.C.
Hon. Sir Lyman Melvin Jones. Wm. Farwell, Esq., D.C.L. H. J. Fuller, Esq.
Hon. W. C. Edwards. A. C. Flumerfelt, Esq. F. P. Jones, Esq.
H. C. Cox, Esq.

E. R. Wood, Esq.
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368 Branches Throughout_ Canada

. In the United States In Creat Britain
New York, Portland, Ore., San Francisco, Seattle. London, 2 Lombard St., E.C.
In Mexico In Newfoundiand
Mexico City, Avenida San Francisco, No. 5o ; St. John’s

London Bankers :

Correspondents and Agents throughout the world.
The Bank conducts every description of Banking Business,

JOHN AIRD, Esq., General Manager. H. V. F. JONES, Esq., Assistant General Manager.

Bank of England ; Bank of Scotland; Lloyds Bank Limited; Union of London and Smiths Bank, Limited.
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bonds of the first, second and third issues could be presented
for payment. This is building a dangerous paper fabric.
The position is admirably expressed in one of the famous
pictures of Louis Raemaekers, the Dutch cartoonist. He pOr-
trays German Michael holding, with an unmistakable air of
suspicion, a receipt for his war loan subscription. Michael
says:—‘I got a receipt for 100 marks. I.gave this for a
second 1oo marks, and I received a second receipt. For the
third loan I gave the second receipt. Have I invested 300
marks and have the government got 300 marks, or have both
of us got nothing ?”’

Banking on Indemnities.

A great deal has been said by the German press in regard
to paying for the war loan out of indemnities to be obtained
from the Allies after the war. In an appeal to subscribe to
the fifth war loan, published by the official Deutscher Reichsan-
zeiger, the following sentence occurred :—“In addition there
are the territorial pledges, which we hold in the shape of
enemy country. These are an assurance that the words of the
secretary of state, Dr. Helfferich, will be fulfilled, when he
said that ‘The leaden weight of the many millions [spent on
the war] will be borne in the future by those who have
brought the war about, not by us.” ”’

According to the Paris correspondent of a London paper,
“Tt is only after December, 1916,—and failing the advent of a
satisfactory peace from the German standpoint—that the
financial position will begin to become really critical. It is
for this reason, among others, that the imperial German gov-
ernment is stated to be bent upon forcing the definite issue
of the war during the next few months, so that a general
armistice will be brought about as a prelude to the discussion
of peace conditions.” Germany cannot stand the financial
strain indefinitely.

STATE DIRECTED EMIGRATION

This is Suggested for Movement from. Great Britain to
Overseas Dominion

BY A. T. DRUMMOND, LL.D.

After the close of the war, a considerable emigra-
tion from Great Britain, of, among others, discharged
soldiers and women munition workers, is anticipated.
When so many of these men and women have served
their country nobly in its hour of difficulty and danger, and
when the importance is so clear, now, to the mother country
of having strong and prosperous.co-partners imperially asso-
ciated with it, why should not the British government take
a friendly interest in its emigrants and co-operate with
the overseas Dominions in affording them facilities and direct
inducements for remaining’ within the bounds of the Empire,
and of aiding in its continued development? Necessarily,
every emigrant must have perfect freedom of choice as to
the section of the empire, or elsewhere, to which he would
go, but it would be within the ability of the British govern-
ment to show to him that, within the British possessions,
he would find every known climate, probably all known
materials, social conditions that are very satisfactory, a
definite butlook for advancement among people of his own
race, and a general freedom of action which is the heritage
of every Briton.

Some months ago, T brought the subject of state-directed

emigration before the Right Honorable Bonar Law, the Sec-
retary of State for the Colonies, as well as before our own
government and the governments of Australia and New Zea-
land, because the solution of the problem requires co-opera-
tion.. ‘It'is satisfactory now to know that Mr. Bonar Law
considers that the British government would be much to
bla}ne if it did not make certain of two facts--that whatever
emigration takes place from Great Britain after the war, shall
be to points within the empire, and shall not lessen the
strength of it as a whole: and that this emigration will take
place under the best conditions for the men who have fought
in the war.

~ The Duke of Connaught, also, in a parting address to the
Canadian Club at Ottawa in October last, pointed out that
perhaps the most important question Canada had to face,
after the war, was the class of immigrants it was to have.
and he insisted on the wisdom of introducing immigrants of
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ESTAB]I;::;IIED IN' T H E ' lNC()l(E:;‘;::;::nl:f&::’OYAL
Bank of British North Amcri
Paid-up Capital, $4,866,666.66 Reserve Fund, $3,017,333.33

HEAD OFFICE: 5 Gracechurch Street, London, E.C,—JACKSON DODDS, Secy. W.S. GOLDBY, Manager
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HEAD OFFICE IN CANADA: St. James Street, Montreal. —H. B. MACKENZIE, General Manager

ADVISORY COMMITTEE IN MONTREAL :—SIR HERBERT B. AMES, M.P.; W. R. MILLER: W. R. MACINNES.
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A. 8. HALL, Inspector of Branch Returns. J H. GILLARD IN. V. R. e i 1 hes, Winnipeg

BRANCHES IN
CANADA

BRANCHES IN
CANADA

Oak River, Man.
150 Mile House, B.C.
Ottawa, Ont.

Agassiz, B.C,
Alexander, Man.
Ashcroft, B.C.

Battleford, Sask.
Belmont, Man.
Bobcaygeon, Ont.
Boucherville, Que.
Bow Island, Alta.

Prince George, B,C.
Prince Rupert, B.C.
Punnichy, Sask.

Brandon, Man.
Brantford, Ont. Quebec, P.Q. :
Bromhead, Sask. Quebec, St.John’s Gate
Quesnel, B.C.
Ca‘insvillilom-
Calgary, Alta. Regina, Sask,
Campbellford, Ont. Sy
Rhein, Sask.

Ceylon, Sask.
Rossland, B.C.

Rosthern, Sask.

Darlingford, Man.
Davidson, Sask.
Dawson, Yukon
Duck Lake, Sask.
Duncan, B.C. |

Edmonton, Alta.
Esquimalt, B.C.
Estevan, Sask.

Fenelon Falls, Ont.
Fredericton, N.B.

St. Catharines, Ont.

St. John, N.B.

St.John, N.B., Hay-
market Square

St.John, N.B., Union St.

St. Stephen, N.B.

Saltcoats, Sask.

Saskatoon, Sask.

Selkirk, Man.

Semans, Sask.

Girvin, Sask.
Halifax, N.S. Toronto, Ont.
Hamilton, Ont. Toronto, Ont., Bloor

** Victoria Ave. and Lansdowne

‘‘ Westinghouse Ave. Toronto, Ont., King and
Hedley, B.C. Dufferin Sts.

Toronto, Ont., Queen St.

Kandahar, Sask. E. and Beech Ave.
Kaslo, B.C Toronto, Ont., Royce

Kelliher, Sask. Ave.
Kerrisdale, B.C. Trail, B.C.

Kingston, Ont.

Vancouver, B.C.

Lampman, Sask. Varennes, P.Q.

Lillooet, B.C

; i Verdun, P.Q
London, Ont. Victoria, B.C.
London, MarketfSq.

Longueuil, P.Q. Wakaw, Sask

Waldron, Sask.

Weston, Ont.

West Toronto, Ont.
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and Selkirk Ave.

Wynyard, Sask.

Macleod, Alta.
Midland, Ont.
Montreal, P.Q.
Montreal, St. Cather-
ine Street
Montreal, Rosemount

North Battleford, Sask.

North Vancouver, B.C. Yorkton, Sask.
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BRITAIN'S PROPOSED TRADE BANK

It Would Enter Into Agency Arrangements With
Canadian and Other Banks

Considerable interest was shown last year in the sug-
gestion that a British trade bauk should be instituted in the
United Kingdom. A committee, under the chairmanship of
Lord Farringdon, was appointed by the British government,
“to consider the best means of meeting the needs of British
firms after the war as regards financial facilities for trade,
particularly with reference to the financing of large over-
seas contracts.”” The committee recommended the founda-
tion of a British trade bank with a capital of £10,000,000 and
a charter to engage in a world-wide business. The plan of the
committee provides for an institution whose chief duty it would
be to assist British trade abroad after the war, and especially
to finance those large, long contracts for which adequate
facilities hardly exist at present. British banks, except some
of those in London, cater for domestic business, and particu-
larly for short-term business. Most of their resources are
repayable on demard or upon short notice, and they cannot
lock up large sums for more or less indefinite periods. Col-
onial and foreign banks, in their turn, grant large facilities
for overseas business, but again they are conditioned by the
terms upon which they hold their funds.

Lack of Co-Ordination.

The British committee find that though very consider-
able facilities do existt at present both at home and
abroad for financing British trade, yet there is much
lack of co-ordination and ample room, indeed need,
for a new institution which by holding its own funds
upon a secure tenure could engage in development
work involving a lock-up for some considerable time.

The chief- features of the proposed bank are tabulated
as follow :—

(1) It should have a capital of £10,000,000. The first
issue should be from £2,500,000 to 45,000,000, upon which in
the first instance only a small amount should be paid up,
but which should all be called up within a reasonable time.
A furt}}er issue should be made afterwards, if possible, at
a premium,

(2) It should not accept deposits at call or short notice.

(7)1t should only open current accounts for parties who
are proposing to make use of the overseas facilities which
it would afford.

§4) It should have a foreign exchange department, where
special facilities might be afforded for dealing with bills in
foreign currency.

(5) It should open a credit department for the issue of

credits to parties at home and abroad.
With Colonial Banks.

(6) It should enter into banking agency arrangements
_with existing colonial or British-foreign banks wherever they
could be concluded upon reasonable terms, and where such
arrangements were made it should undertake not to‘set up
for a specified period its own branches or agencies. It should
have power to set up branches or agencies where no British-
; foreign bank of importance exists.

(7) It should inaugurate an information bureau in close
touch with the commercial intelligence department of the
boa&i of trade.

(8) It should endeavor not to interfere in any business
for which existing banks and banking houses now provide
facilities, and it should try to promote working transactions
on joint account with other banks, and should invite other
banks to submit to it new transactions which, owing to length
of time, magnitude, or other reasons, they are not prepared
to undertake alone.

(9) Where desirable, it should co-operate with the mer-
chant and manufacturer, and possibly accept risks upon joint
account, : i

(10) It should become a centre for syndicate operations,
availing itself of the special knowledge which it will possess

* through its information bureau. ’

(11) Tt should receive government assistance, being ap-
pointed to carry through foreign commercial and financial
transactions in which the government may be interested.
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AGRICULTURAL CREDITS IN BRITISH COLUMBIA

Applications for Loans Aggregating $2,175,000 Received
—The Loans Analyzed

BY HON. WM. MANSON.

o The agricul‘tural credit system is a new departure in
r1t1sh,'Columb1‘a, but is already proving of advantage to
many farmers, in furnishing money to make improvements
Eg gt:egufarhms, fofr lamli{ clearing, draining, erection of build-
» burchase of stock, etc., all ¢ i i-
s it ’ alculated to increase agri
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cided that fOn(;;] b amomm‘ble: The commission has de:
should be anfo t_e present while it prefers that all such loans
Fo G e; 1zable, yet will grant straight loans for three,
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plan, the same asyfgzz tn;:;lt l(l))e payable on the instalment
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from time to ti;xsl’gaf)lg ::Yn_lents, $25 or any multiple of $25
mortgage, : YV interest date, in reduction of the
The i :
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d. The following figures

z:ppllications Teceived: . Ui leo. Average. Amount.
Appl_lcat.mns appraised ...... ’7% Ve Maaiy
Applgcat}ons to appraise .. .. 2,233 1,647,750
Applzcatl_ons refused . ... 0 392 1,707 681,145
Aoppcarons withdrawn ¢ 207 R i 617,555
it Petan el 3,267 35,125
i g ;
and held ovefr C ‘o e % s
........... 209
The following figures

granted: 6 loans for 8250, gve further particulars of loans -
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THE BANK OF NOVA SCOTIA

INCORPORATED 1832)

RESERVE FUND
$12,000,000

CAPITAL PAID-UP

Total Assets Over, $110,000,000

GENERAL EXECUTIVE OFFICES: TORONTO
H. A. RICHARDSON, General Manager. D. WATERS, Asst. General Manager.

: Dec. 31st, 1910 Dec. 31st, 1913  Aug. 3ist, 1916
Capital Paid-up - $ 3,000,000 $ 6,000,000 $ 6,500,000
Reserve Fund - - 5,650,000 11,000,000 12,000,000
Deposits - - 41,821,610 56,592,774 84,847,175
Total Assets - - 53,506,980 80,151,829 112,163,841

BRANCHES IN CANADA:

30 in Nova Scotia 7 in Prince Edward Island * 33 in New Brunswick
10 in Quebec 63 in Ontario 14 in Western Provinces
NEWFCUNDLAND:

Bay Roberts, Bell Island, Bonavista, Bonne Bay, Brigus, Burgeo, Burip, Carbonear,
Catalina, Channel, Fogo, Grand Bank, Harbor Grace, St. John’s,
East End St. John’s, Twillingate, Wesleyville.

y WEST INDIES:
CUBA-—Havana. PORTO RICO—San Juan.
JAMAICA—Black River, Kingston, Mandeville, Montego Bay, Morant Bay, Port Antonio,
Port Maria, St. Ann’s Bay, Savanna-la-Mar, Spanish Town.

NEW YORK: CHICAGO: BOSTON :
H. F. Patterson, Agent. W. H. Davies, Manager. W. Caldwell, Manager.

CORRESPONDENTS :
Great Britain: The London Joint Stock Bank, Ltd., and The Royal Bank of Scotland.

France: Credit Lyonnais. ‘
United States: The Bank of New York, N.B.A., New York; First National Bank, Chicago;

National Bank, Baltimore; First and Security National Bank, Minneapolis; Canadian Bank of
Commerce, San Francisco; First National Bank of Seattle, Seattle.

Special facilities for making prompt collections in Canada, Newfoundland and the
West Indies. :

Fourth Street National Bank, Philadelphia; Merchants National Bank, Boston; Citizens -
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$4,250; 2 loans for $4,500, $9,000; 7 loans for $5,000, $35,-
000; 1 loan for $5,500, $5,500; 1 loan for $7,500, $7,500; 1
loan for $9,000, $9,000; total 236 loans for $352,630.

The terms of loans granted are as below: 3-year straight
loans, 5; s5-year straight loans, 45; 6-year amortizable, 1;
7-year amortizable, 4; 8-year amortizable, 3; g-year amortiz-
able, 1; 10-year amortizable, 83; 2o0-year amortizable, s52;
30-year amortizable, 21; 36%-year amortizable, 1; total, 236.

The commission has at present five appraisers in the
field in various parts of the province, and every effort was
being made to complete the work of appraising before the
winter weather set in.

Two of the directors of the board have spent considerable
time in the field with the appraisers, for the purpose of ob-
taining first-hand information regarding agricultural lands
and conditions throughout the province and also in assisting
the appraisers to establish a proper basis of valuation. The
reports of the appraisers are received at head office weekly,
and the commission passes upon the applications as the
reports come in.

SECRETARIAT FOR BRITISH EMPIRE

How the Governments Concerned Would Work Together
—An Interesting Proposal

BY J. P. MURRAY.

On June 14th, 1916, the prime minister of the Britannic
house of parliament, Mr. Asquith, in addressing an audience
at Ladybank, England, made this statement: ‘“With such an
Imperial record it will never be possible, in my judgment,
to revert to our old methods of counsel and of government.
The fabric of the empire will have to be refashioned, and the
relations, not only between Great Britain and Ireland, but
between the United Kingdom and our Dominions will of
necessity be brought, and brought promptly, under close and
connected review.’’ I

In these words Mr. Asquith voices the general opinion
held and expressed by the most prominent representatives of
the empire’s Dominions.

Tested and Proved.

The development of the Dominiuns and the desire‘for
¢place,’”” may have, at times, brought criticism from the think-
ers and mind-formers of Britain. But as in days of yore, the
characters of the units of Britain were rigorously tried, edu-
cated, severely tested and given a force of will by circum-
stances not paralleled by any other peoples, so also, and in a
similar manner, the severities of climate, apd the hardships
of the pioneers and their successors, in opening up new lands,
hewing a road through virgin forests and building up towns
and governments, has bred a race of hardy men accustomed
to overcome great difficulties. ol

The general advancement in all that makes for stability
under national pride has been, not only tested, but proved
in all the Dominions of the empire, and in the great respon-
sibility which now presents itself before each, there is no
reason to presume that this responsibility will not be ac-
cepted and carried with dignity and to the welfare of the
empire.

If all that has been written is carefully received and.all
the speeches that have been made are studied, the subject
matter being the union of all parts of the empire in some
form which is to include a constitutional mode of Imperial
government of the empire, nothing has yet been offered from
which to base the relative merits of the Dominions and

. Britain.

It is then with that purpose, some thoughts are put be-

fore those interested, which may help to advance the desire
so generally voiced by all parts of the empire.
: So far schemes to organize and strengthen our Imperial
ideas have not yet been taken beyond the shape of paper or
Sp?qch. It is, however, the silent determined committees of
pusm.ess. men in the industrial centres who took the first steps
in bringing into recognition the necessity for organized effort
in all parts of the empire. This achievement demonstrated
the necessity for co-operation in developing strength, and
the_exchang:e of experience created the desire for a greater
national union. It showed the need of a common purpose
and a guiding principle throughout the empire.
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Manual of
Canadian Banking

By H. M. P. ECKARDT

This Book is listed by the Canadian Bankers’ Association
as a recognized text book on banking practice. Chapt‘ers
on Organization of a New Bank; Selectior‘l of the Junior;
The Junior's Post; The Cash Book; The Discounts; ’I:e!ler
and Customer ; The Bank’s Business in Exchange ; Receiving
and Paying ; The Accountant; The Statemen}s } Managt?r of
the Branch; Financing the Crops and the Mines ;'Relanons
with other Banks and with Head Office; Inspection of the
Branch; Head Office; The General Manager's Depart-
ment ; The Board ; Liquidation of Failed Banks.

Price $2.50 Postpaid

Monetary Times of Canada
TORONTO

YOUNG MAN

BE WISE

Follow the advice given by the rulers of our

. SAVE

and you will have done well.

Train yourself in the habit of Thrift, so essen-
tial to the welfare of any family.

The best way to do this is to open an ac-
count with

THE MONTREAL CITY & DISTRICT
SAVINGS BANK

Head Office - 176 St. James Street

and fourteen branches in the City of Montreal.

CORRESPONDENCE SOLICITED
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CURRENCY EXPANSION LAST YEAR

PR

Position is Sound—How Excess Note Issues
Were Made

BY H. M. P. ECKARDT.

One of the remarkable features of Canadian business in
1916 is seen in the currency expansion. This has been in
evidence more particularly in connection with the bank note
issues, but statistics show that the amount of Dominion notes
in the hands of the general public, as distinct from the
chartered banks also increased. Throughout the whole year
the bank circulation, as shown in the mouthly returns to
government, ran well above the level reported in the preceding
year. Subsequent to May the increased use of currency be-
came more pronounced.

From the official returns published in this country it is
possible to calculate accurately from month to month the
amount of bank and government aotes actuallv' in circulation
among the public. Thus, by taking the amouut of Dominion
notes outstanding, as shown in the returns of the Department
of Finance, and deducting therefrom the amount of Do-
minion notes held by the chartered banks and tne amount de-
posited in central gold reserves, we get the amount held b
the public. In the same way by deducting from the total
bank note issues outstanding, the amount held by banks
other than the issuers, both items being shown in the monthly

bank return, we get the amount of bank notes held by the

general public. Then by combining the two, we get the
approximate amount of currency actually in use in the hands
of companies and individuals apart from the banks. Prac-
tically the whole of our currency is represented in these two
forms; and when the amount actually in use of both forms
is obtained, we have an accurate reflection of trade conditions.

Bank and Covernment Notes Held by the Public.
(Thousands omitted.)
Increase or
decrease Percent
Bank Government Total. same month of in-

notes. notes. preceding crease.
1914. year.
January ..$ 84,600 $18,052 $103,552 — $ g0 — 9
February .. 85,088 18,840 103,028 — 3,303 — 3.1
March .... 83,077 18,008 102,045 — 0,213 — 8.3
April .... 80,0590 17,763 08,722 — 10,373 —16.4
IMay: cdanas 83,311 10,065 102,376 — 10,367 — 9.2
June ..... 84,011 19,518 104,429 — 11,104 — 9.6
July ..... 81,975 19,827 101,702 — 6,678 — 6.2
‘August ... 99,758 20,660 120,418 + 4,400 + 3.8
September . 106,884 21,117 128,001 + 0,207 + 7.7
October .. 108,426 21,019 120,445 + 2,678 + 2.1
November 100,554 19,654 120,208 — 6,314 — 5.0
December . 02,907 19,130 112,046 — 1,833 — 1.6
1915.
January .. 86,079 17,812 103,891 + i i
February .. 86,885 17,751 104,636 — 708 — .7
March .... 85,860 17,593 103,462 + 1,416 + 1.4
April .... 85504 18,101 103,605 + 4,973 + 5.0
May = e 85,778 18,637 104,415 + 2,039 + 2.0
June o 88,058 18,806 106,054 + 2,525 *+ 2.4
July :.... 88,066 10,473 107,53 + 5,837, + 5.7
August .... 87,205 10,368 100,663 — 13,755 —I11.4
September . 03,822 19,371 113,103 — 14,808 —TI1 6
October .. 108,560 20,741 120,310 — 135 — .1
November . 110,012 20,000 130,021 + 10,713 + 8.9
Decelgber e Loy o s ) 22,083 129,180 + 17,134 +15.3
1916.
January ... 96,830 20,201 117,031 + 13,140 +12.6
February .. 00,220 20,342 110,562 + 14,026 +14.3
March .... 101,083 20,100 122,173 + 18,711 +18.1
Apnil ol 104,132 20,501 124,633 + 20,038 +20.2
May  .i.. 101,297 20,479 121,776 + 17,361 +16.6
Junes i 100,368 21,842 131,210 + 24,256 +22.7
July i 107,442 21,033 120,375 + 21,836 +20.3
August ... 108,879 22,470 131,340 + 24,686 +23.1
September . 123,522 23,069 146,501 + 33,308 +20.5

Thus .from October, 1915, to May, 1016, the volume of
currency in actual use has averaged roundly 15 per cent.
greater than in the preceding year, and since May it has
been Tunning from 20 to 29 per cent. greater.
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With abnormal conditions prevailing, as at present, the
fqrggomg statement should possess unusual interest. Ip ad-
dition to the amount of currency held by the public from
month to month, the amount of increase and percentage of in-
crease over the corresponding month of the preceding year
is shown. So as to give a comparison with the pre-war
period, the statistics back to January, 1914, are given.

Causes of Position.

Various circumstances have combined to produce this re-
sult. First, there was unusual activity in the grain trade
through the spring and summer of 1916—grain poured heavily
into the Lake Superior ports right up to August. Next the
generally higher level. of commodity prices necessitate:i an
increase of currency in order to make the day-to-day pay-
ments. Again the unwonted activity of many industrial
establishments in connection with munition orders meant
large pay rolls; and the regular payments handed out by the
Militia Department to the enlisted men and their dependents
also operated to increase the circulation. The enlargeé
volume of currency necessarily spells high prices and pros-
perity for various lines of trade and industry. It is satis-
factory to observe that the currency of the Dominion is
solidly 'pased_, and that there is no tendency here in the direc-
tion of inflating the finaacial system by means of flooding the
country with paper money issues not properly backed with
.go_ld. So far as the government note issues are concerned
it is required that for all issues ir excess of $50,000,000, dollar
for dollar in gold must be held ; and against the first $;o,ooo -
000, gold to the amount of 25 per cent. must be carried S’o

the total issues of th
of gold. the government are backed by 65 per cent

First Claim on Banking Assets.

With reference to the bank i it 1
2 note issues, it is well kn
\;};atb ‘t,té:y $f:101§st1tute an ‘absolute first claim 2)n banking asg::vtl;
,800,000,000; and as the individual i
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g:?;?;t:g‘a tby the ast§§p11ated banks, no one doubts the ssafe{;
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fiarr’xitpil'own?ou(; s_peclllal islecurity apart from the 5n1§e?fcle)$d :ep
e ion fund in the hands of the -minist and
I < . er of financ
receiver gpneral._ The expansion of the last year necess?tail;g
extensive issues in excess of the normal limits. It is int t
ing to note how the excess issues were made :— s

Bank Circulation.
Covered by gold Subject to

Excess in central
: t
Seiagt;i')ber issues. Teserves. 5 p?,‘ Caétnt
b g B 4G $ 4,438,230 8 3,496,042 $ 041,207
November ....... Fadl ga9 Loz 00t 1 715,0 8
December i . 14,202,820 11,453,414 1’8 o
..... . * 11,823,136 10,107,315 »030,415
1916. v 1,325,821
Jansary - e s 5,3
T s333,120 5,104,702 ;i
ll;“/[ea:t;}:;lary ........ 6,863,784 65578,?)?8 2;;8,522
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June ..l SRR ’562’032 8,440,532 ngﬂ
Tulyil s niad i 11’352’3(2)2 13,538,863 517,465
August ...:. oy ’836’5 13,578,852 55 6
September . T 2';’ 3 53’2732 123,46;4,6& 46?2 5553?3
3923 2,007,457 856 8
»203
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Canada’s Balance Sheet, January 1st, 1917

By KINGMAN NOTT ROBINS.

Assets.
1, Natural Resources.
(a) Tillable land, 440,051,000 acres.
(b) Timber, 170,000,000 acres. Between 500 and 700

billion feet, board measure. Canada stands third among
nations of the world.

(c) Coal resources estimated at 1,234,260,000,000 tons
(148,400,000,000 tons in western provinces alone).

(d) Minerals, production in 1916, $170,000,000.
(e) Natural gas.
(f) Petro'eum.

(g) Water-power, 17,746,000 horse-power, estimated;
1,712,193 horse-power developed.

2. Climate.

That of the north temperate zone, making for the higaest
qualities—physical, mental and moral.

3. Population.

Made up of northern races—comparatively homogeneous
—maintaining a high average of intelligence and per capita
productivity. Conditions favor continued immigration of
these peoples after the war.

4, National Relations:

Canada enjoys not only all the advantages of her posi-
tion on this continent, and of her vast wealth of resources,
administered by her own autonomous government, but, in
addition to this, the economic, social and political advantage
of her place as an integral part of the British Empire. Her

place in the Empire will be of increasing importance and
corresponding advantage to her.

5. GCovernment,

A constitutional democracy, as well fitted as any form
of government of our day to serve its people. Strictly
autonomous, but having the advantage also of vital con-
nection with the best traditions of the Mother Country.

6. National Unity.

. A nation not so large and heterogeneous as to be un-
wieldy and lacking in national ideals. A mnation welded
together and tempered by war, it should be in a strong
position to make the most of the opportunities of peace.
Co-operation of all classes will bring prosperity to all.

7. Economic Position.

A national plant for production, as it were, cqmp]eted
in the departments of transportation, communication .and
city development. With this foundation completed, and in 2
thoroughly liquidated position, Canada’s mnational business
should be ready for profitable activity on a sound foundation
after the war. With social cleavages less pronounced than
in other countries, and economic problems on a smaller
scale and less complicated, Canada is in a better position
than the United States or foreign countries to work out the
problems of national progress.

The world’s gold production in the last quarter of a
century equals that of the preceding four hundred years; and
the silver output since 1878 equals that of the preceding four
hundred years. The gold money of the world has doubled
in the last 20 years, and the silver money of the world has
decreased one-half in the same period. These facts are
shown in a compilation by the foreign trade department of
the National City Bank of New York, suggested by the ex-
ceptionally high price of silver, of which the United States
is now the world’s largest producer, and the large inflow
of gold of which the United States has imported over $600,-
000,000 since the beginning of 1016. ’

Liabilities.

1. Large national plant and overhead expense in pro-
portion to population, resulting in heavy per capita taxation.

2. Lack of restraint on the power of the majority of
the moment, as expressed in the federal and provincial par-
liaments, either by an upper house or .by direct constitutional
limitations, resulting too often in legislation confiscatory
in nature, invading the rights of property and private con-
tract, and assuming in behalf of government privileges denied
the individual, and, therefore, inimical to the interests of
a free people. :

3. The expenses of war and the attendant national
debt, amounting to $680,275,440 at September 3oth, 1916,
or $91 per capita.

4. The present burden on the public purse of two trans-

continental railway systems partially supported by govern-
ment.

5. Thé loss to the nation’s life of a large part of its
finest manhood through the casualties of war,

Canada’s Income Account, Year Ending January 1st, 1917,
Income.

1. Total value of all natural products, estimated,
$1,241,020,350- Goeod dema_nd at hlgh prices for all products.

2. Exports exceeded imports in year ended September
soth, 1916, by $367,000,000. Unfavorable balance, 1913,
$273,000,000. Favorable balance, 1q15, $100,000,000.

3. National revenue at close of current fiscal year is
officially estimated at $200,000,000, which will allow applica-
tion of $50,000,000 against principal outlay on war account
after having settled all interest charges.

4. Total bank deposits, $1,270,000,000.

5. Total war orders to date estimated at $:
considerably more than offsetting the nationfl ’2?(5’;?33300’
for war purposes. DERALLULe
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Taxation of Banks in Canada

Some Municipalities Levy Taxes on Income Derived by Individual Sharehold
Bank Stocks—Returns to Investor in Bank Stocks—Analysis of Taxc‘:tioenrs o

: By G. W.

MORLEY.

N these days of strenuous warfare, the Dominion and
provincial governments are devising means of taxation,
and naturally serious consideration is given to the ad-
visability of taxing corporations which enjoy special
privileges, but the writer ventures to state that after

reading the facts and figures given below, the reader will
come to the conclusion that the banks are finding the in-
creasing burdens very onerous. The lot of the banker these
days, is, no doubt, a hard one. He is not only called upon
to face the delicate situation created by a shortage of staffs
owing to enlistment, and the necessity of keeping the assets
of his bank in as liquid a shape as possible, but is forced to
fight proposed extra taxation not only by the Dominion
government, but by the provinces and municipalities.

Shareholders Number 41,000.

There is a false impression abroad that the banks are
owned by wealthy men who are quite able to stand reductions
in their incomes, and the average layman hails with delight
-extra taxation which the banks are called upon to pay, but in
adopting this attitude there is the illusion that individuals
are not being taxed. Such is not the case, as there are
approximately 41,000 shareholders of bank stocks in Canada
of whom 50 per cent. are women and many are executors
and trustees of estates. Municipalities require banks not
only to pay the usual tax on real property, but the special
business tax (in the majority of provinces on the basis of so
much floor space), while in municipalities = like Montreal,
Halifax, St. John and Vancouver a discrimination tax is levied
These same municipalities, moreover, are permitted to levy
taxes upon the income derived by individual shareholders
from bank stocks.

There are many further facts to be taken into consider-
ation. Having in mind the prices of bank stocks and the
dividends paid, the net return to the investor is on the average
5.8 per cent. only, whereas parties investing their money in
first mortgages are receiving at the present time from 6%

per cent. to 9 per cent.

Double Succession Duties.

Double succession duties are paid by executors of estates
holding bank shares, notably in the provinces of Ontario and
Quebec, as' there are no reciprocal arrangements between
these provinces. An estate of a deceased shareholder, for in-
stance, domiciled in Quebec, holding shares of a bank having
a head office in the province of Ontario, or vice versa, is re-
quired to pay duty to both provinces. In Manitoba the
amount of the taxes paid by the banks was increased 50 per
cent. in the year 1915. Since the outbreak of the war a heavy
tax of 1 per cent. has been levied by the Dominion govern-
ment on bank circulation. In spite of these facts the banks
have generously contributed to the Patriotic and Red Cross
funds, as the returns of eight banks show a total contribution
in this regard of $184,450. There are several other banks, how-
ever, which have contributed, but do not show such .contribu-
tions in their statements. We must not forget also that since
the outbreak of the war four banks have made withdrawals
from their reserve funds to the extent of $1,175,342, and about
a year ago one of these reduced its capital stock by one-half.

The following table shows the amounts of the profits of the

larger Banks in Great Britain and United States as compared
with the chartered banks of Canada.

It is to be noticed that the profits in Canada are much
less (comparatively speaking), than those in Great Britain
and the United States, and also that the information in these
tables covers the year 1914 only, which period has been chosen
for two reasons. Firstly,—the returns are not affected to any
great extent by war conditions in that year; and second-
ly,—the returns for the American banks for the year 1g1s
were not readily obtainable.
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