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THE BANK 0F FRANCE*
I

OiF the great financial establishments of the world the Bank of
France is unquestionabîy one of the most important, one of those
whose influence on international affairs is most extensive. The
large volume of its note circulation, of its metallic reserve,
justify and more than justify the estimation in which it is held.
But to understand its preponderating position in France som e
details as to the organization of credit are necessary.

The business of banking as understood in France embraces
'lot onl1y everything that pertains to boans, discounts, collection
Ot drafrts, demand and time deposits, but also the operations of
the Bourse for cash or for account, continuations, and, for
establishments of the flrst rank, the issue of public loans.
According to the locality, and to the resources of those engaged
in the occupation, those who take the name of bankers engage
ini some or alI of these operations, the degrees being naturally
nunierous, from the financial establishment which can take on
its Own account an important share of a public loan, to the

*Translatio from the author's MSS. written In French.
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money-lender established in the chief town of a district, whose
clientele is spread over an area of several leagues. Taking the
title in this general sense, the number of bankers in France is
considerable, and, including agencies or branches, the total
would probably reach about three thousand.

Apart from the Crédit Lyonnais and the Société Générale,
whose agencies are scattered throughout the whole country, and
the Comptoir Nationale D'Escompte de Paris-which for some
time past has appeared to be adopting the same policy-the
banks having branch offices are few, and amongst those operat-
ing thus the agencies rarely number more than three or four,
being in all cases distributed in the Department where the head
office is situate, or the neighboring Departments. Only the
more important of the provincial banks, however, manage to
establish branch offices in Paris.

These branches have naturally more intimate relations
with their head office and among themselves than exist between
correspondents, but they have nevertheless to act in many
respects as independent establishments, especially in everything
pertaining to receipts and payments. In France, even in large
towns and by merchants doing a business of respectable pro-
portions, the banker is often dispensed with. He is applied to
with regard to the collection of bills, and for advances when
they are required, but all payments are made at the office of the
merchant or manufacturer, and it is there that at maturity his
obligations must be presented. But besides this, whether use
is made of the banker or not, there is not the centralization of
payments that is to be observed in England, and as all or
nearly all bills are domiciled in some town where the Bank of
France has an office, to make them more readily negotiable,
there results from this an employment of money, real or fiduciary,
very large in proportion to the volume of transactions effected.

Now if, for the negotiation of first class long dated bills, of
that which constitutes choice paper, the Bank of France is suc-
cessfully competed with by the large financial establishments,
who find it of advantage to take these bills at J% or even 1%
below the Bank rate, it is not so in the case of discounts having
principally for their object the supplying of the needs of clients,
or the provision of funds for maturing bills. The bills dis-
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counted for these purposes are of short date, but it is the Bank
that is applied to ; it is sufficient to compare the balance sheet
at the moment of the issue- of a public loan or during a crisis
to recognize with what eagerness the facilities offered by the
Bank are availed of.

In France, as in all other countries, cash transactions
(leaving the retail trade out of account) represent a very small part
of the whole; the greater portion of business transactions are
settled for periodically, the terms varying according to the cus-
tom obtaining in the trade or industry concerned. Settlement
is made by means of a bill drawn on the debtor payable at hisresidence, and occasionally at his bankers. As these bills arepayable at all points, there results a very large circulation ofvalues in this shape, which at all times amounts to hundreds ofthousands of drafts; many banks find, too, in their collection-
that is, in the gathering together of these bills receivable and
their transmission to the points where they are to be paid-a
source of business and of profit which is not to be despised.The merchants or manufacturers, drawers of these bills orholders of them by endorsement, remit them to their bankers, who
make advances upon them, without waiting for maturity, of theface amount or less, according to the credit of their client ;credits established thus, although not representing a debitbalance in current account, often attain considerable figures.Whenever for any reason the banker wishes to repossess him-self of capital thus temporarily invested, their rediscount at theBank of France affords him always-to the extent at least ofthe credit afforded him-an easy means of attaining this re-sult; furthermore, this rediscount, or even the transmission ofthe bills for payment, relieves him from the trouble of col-lection at all points where there is an office of the Bank ofFrance, removing at the same time all the risks of remittance.
These facilities are not confined to bankers, and merchants and
manufacturers who furnish the security required by the Bank
profit by them in the same way.

Advances upon securities, and better still, advances on cur-
rent account, are also frequently made. These advances on
current account, which permit from 6o to 8o per cent. of the
value of the securities deposited to be drawn for a minimum of
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five days at least, offer an easy means of employing unused
money on securities of the first rank, as, for instance, that which
constitutes the reserve, whilst keeping it within reach in case of
need at short notice, or keeping it employed for a longer period
at will.

The Bank issues cheques and certificates of transfer upon
its branches or agencies, generally without other charge than
the cost of the stamp, in consideration of the advantages derived
from the accounts. Cheques upon the Bank are made use of
in the customary way, but always with this distinction, that
they are not marked good by the Bank unless the sum is really
at the credit of the account, and there is then no question of
their payment.

Certificates of transfer, or transfer orders (les bons de
virement) permit a sum to be passed from one account to
another, whether in the same place or in different places ; they
constitute a means of settlement which is employed by prefer-
ence between bankers, and also a valuable instrument of liquida-
tion for the operations of the Bourse.

If it be added that the Bank of France handies the moneys
coming from the receipts of the Treasury, placing against them
at the disposal of the officers of that department the funds
which they require for the performance of their functions, it will
be seen that the Bank of France plays in effect the role of
clearing house for the whole of France, securing and facilitating
the circulation of capital throughout the country.

II

The fall of Law's bank and the financial troubles consequent
upon it, destroyed for a long time in France all confidence in
banks of issue; and it was not until half a century later that
there was founded in Paris, in 1776, La Caisse d'Escompte, a
bank having the right of issue, which disappeared, however,
in 1793. Some years later we find as banks of issue: La
Caisse des Comptes Courants (1796), La Caisse D'Escompte
du Commerce (1797), Le Comptoir Commercial (Caisse Jabach)
(18oo), La Factorerie and some other establishments of lesser
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importance, but in i 8oo La Caisse D'Escompte amalgamated
with the Bank of France, then in course of formation and
definitely established 13 th February, 18oo (24 Pluviose An
VIII). On i 4 th August 1803 (24 Germinal An XI) the Bank
of France obtained, dating from 24 th September, 1803 (1 Ven-
demiare An XII), the exclusive privilege of note issue, and the
other Parisian banks found themselves therefore under the
obligation of retiring their notes. This privilege, granted
originally for 15 years, was successively renewed in 18o6, 1840,
1857; it ends, unless further renewed, 3 1st December, 1897.

The law of i 4 th April, 1803, had fixed the capital of the
Bank of France at 45,000,000 fcs., which the law of 5th August,
1807, increased to 90,000,000 fcs., but a redemption of shares
authorized by the law Of 4 th July, 182o, reduced the capital to
67,900,000 fcs. In 1848, as a consequence of the absorption of
the Departmental banks, an increase Of 23,350,000 fcs. was
authorized. Then by the law of 9 th june, 1857, the doubling
of the capital was ordered, since which date the capital of the
'Bank, outside of the reserve, bas been 182,500,000 fcs. This
capital is represented by i82,500 shares of i,ooo fcs. each,
fully paid-up and transférable from name to name, and which
can by special provisions be transferred en biens immobiliers
that is, made transferable under the same conditions as real

estate), and may even be made altogether inalienable.
Ia creating the Bank of France Napoleon had in view

the formation of a Credit establishment which would facilitate
the operations of the Treasury, and above ail furnish the ad-
Vances necessary to the Government. In the year i8o6 an
operation of this kind made it necessary for the Bank of France
to suspend or postpone in part the payment of its notes; in
1814, in consequence of the discounting of paper of the Govern-
ment or of the Treasurers-General arranged for in the preceding
years, and afterwards renewed, a similar measure had again to
be adopted.

Since then the Bank of France has rendered to the Treasury
flumerous services, and made a succession of important loans,
but under such conditions that its position could be in no way
compromised by them.

The crisis of 1818 forced the Bank to have recourse to the
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plan that it then adopted, instead of altering the rate of dis-
count, namely, the reduction of the currency of the paper dis-
counted. This was lowered to 6o days, then to 45 days. It was
raised afterwards to g0 days, and was kept at that until 1875.

The organic statu tes of the bank had provided for the open-
ing of branches, but the Royal ordinance of the 25 th March,
1841, while suppressing almost entirely ail governmental inter-
ference, had modified these provisions. The branches opened
inl 1809 at Lyons, Lille and Rouen had been rapidly liquidated,
and it was flot until much later that other branches were estab-
lished, but in 1841 six only were in operation ; fifteen new
branches were estab]ished fromn 1841 ta 1848.

The crisis of 1847 was the cause of serious trouble to the k
bank. To facilitate and augment its circulation, notes of
200 fcs. were authorized. The rate of discount had ta be
raised from 4 ta 5 per cent. ; but a sale of 50,000,000 fcs. of
rentes made to the Russian governiment gave the Bank sufficient
available funds ta enable it to dispense with other means.

The revolution of 1848, and the linancial troubles whîch
ensued, brought upan the Bank graver difficulties than those of
the preceding year. Under stress of numerous demands froni
its creditors the Bank had ta ask the pravisional government ta
give their notes a forced currency (cours fOrcé), (î5th March,
1848), the issue being Iimited to 35(),000,000 fcs. Notes of 100
fcs. were at that time authorized. Some months later, because
of the difficulties-in which the Departmental banks found them-
selves, their suppression was decided an ; they were transformed
inta branches of the Bank of France, which thus obtained the
privilege of issue aver the whole country.

The authority granted the Bank to suspend payment of its
notes in specie was repealed in 185o, but the Bank had resumed
payment in june, 1848. In 1854 the Bank abandaned the sys-
tem of a fixed rate of discount, which it had maintained almost
without interruption since its foundation. During the crisis of
1877 the Bank found it necessary ta raise its rate of discount ta
io% in November, ta drap it speedxly ta &Y%, then ta 5% in
December.

The Bank af France had ta bear as best it cauld the
misfortunes of 1870-71. Ta pravide for the necessities of war
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the Imperial Government, and later that of the Dêjence Nation-
ale, obtained numerous loans, which grew to the total amount of
1,530,000,000 fcs. which was the figure established as due by the
law Of 21St june, 1871. On i2th August, 1870, the suspension
of payment of its notes in specie was again authorized; the
issue of notes Of 5, 20 and 25 fcs. was also decided on. At the
time of the Commune the Bank advanced a sum Of 7,293,383 fcs.
which was neyer repaid to it.

The suspension of specie payment was brought ta an end
by law on 3rd August, 1871, but long before that the Bank had
resumed payment in specie.

Since that period the Bank has flot ceased ta give its sup-
port ta ail the aperations of the Government Treasury, at the
sanie tume taking every means of affording to commerce ail due
facilities. The growth of its discount operations and of its
current accaunts give the best of ail proofs of this.

The Bank of France is a private corporation, but in con-
sequence of the priviiege conceded ta it, it is nat entirely free
froni governmentai supervision, which is exercised in the
aPpointment of the Governor and of the Directors. The generai
Contrai of the Bank is vested in the Governor, assisted by two
sub-Governors. Ail three are appointed by a decree of the
President of the Republie, an the recammendatian of the
Minister of Finance ; the Gavernor must be the owner of i00
shares, the sub-Governors of 5o each. The Council of Regents,
which is charged with the administration of the affairs of the
Bank, is camposed of fifteen members, with whomn are assaci-
ated three Censors; Regents and Censors are chosen frani the
Generai Assembly, composed of the 200 iargest sharehalders.
Three of the members of the Council af Regents must be chosen
fromn among the officiais of the Finance Department having
charge af Treasury payments (Tré soriers payeurs Généraux). The
Governar, sub-Governors, Regents and Censors fanm the
CouncilhGeneral of the Bank, ta which beiangs the right ofdeciding ail questions pertaining ta the bank. Regents and
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Censors form, from their combined body, the different sub-com-
mittees of the cash, the bill department, the records, etc.,
which are charged with the examination and direction of the
different departinents.

The lîsts of bis offered for discount (bordereaux d'escompte)
are submitted, for information as to the credit of the naines, to
the members of the Committee of Discount, which is coin-
posed of twelve men chosen from the shareholders who are
engaged in business in Paris, and appointed by the Council-
General on the recommendation of the Censors. The func-
tions of the Committee of Discount are exercised by three of
its members, who are nominated in turn to act for the space of
a fortnight at a time.

The branches are managed by an officer bearing the titie
of Director, assisted by Administrators and Censors. The
Administrators must number six at least and twelve at most.
The Director is named by a decree of the President of the
Republic, upon the recommendation of the Minister of Finance,
after presentation of three candidates by the Governor; the
Administrators and Censors are named by the Council-General.
The Director must be the owner of fifteen shares; the Admin-
istrators and Censors must possess four each.

The Director, the Administrators and the Censors manage
the branch, and promote measures which they think calculated to
develop its business. The Adminîstrators in turn form the Comn-
mittee of Discount, to which is submitted the list of bis pre-
sented by discount customers.

The sub-branches, Bureaux Auxiliaires, are in effect equiva.
lent to branches of the Bank, but are established as the Council.
General deems necessary, and without the Government inter-
venîng in any way in the appointment of those who manage
them. Their operations are merged in those of the branch to
which they are attached.

Les Villes Rattachées (attached towns) are generally offices
open for counter business only, on the 5 th, ioth, i5th, 2oth, 25th
and hast day of each month, or on the preceding day when any
of these days fail on a holiday. The offices are attached to a
branch or sub-branch.
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And finally, under the namne of Places Réunies, the Bank

designates communities which it regards as dependent upon a
town where there is already a branch or a sub-branch. Bis
and notes payable at a Place Réunie are discounted on the samne
terms as those on the town on which it is dependent.

On 31st December, 1894, the banking points of the Bank of
France numbered 259, as follows:

i Head Office,
94 Branches (Succursalles),
38 Sub-branches (Bureaux Auxiliaires),
105 Villes Rattachées,
21 Places Réunies.

The business of receiving and paying money, deposits, ad-
varices on securities, etc., are effected without it being necessary
to furnish references other than is customary in banks ; but no
one can arrange for the opening of a discount account except
upon application to the director of the branch, and the pro-

- duction of a certificate signed by three discount customers,
attesting the commercial integrity of the applicant.

IV

As has been already said, the Bank of France has since
1848 had the exclusive privilege of issuing notes payable to the
bearer at sight, that is to say bank notes, in which matter the
only restriction is the maximum limit established by law. This
limit has been successively increased; fixed at 350 millions by
the decree of i5th March, 1848; at 452 Millions On 2nd May
of the saine year; 525 millions by the law Of 22nd December,
1849; it disappeared inl 1870, when the law suspending specie
payment of notes was repealed; the law of i2th August, 1870,
had fixed it at i,8oo millions ; that of 14 th August brought it to
2,400 millions; it reached 2,800 millions on the 29 th December,
1871 ; 3,200 millions on i 5 th July, 1872 ; 3,500 millions on 3oth
January, 1884; and finally a total Of 4,000 millions (4 milliards),
established by the law of 24 th January, 1894.

Although it has not reached the last total, the circulation of
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the notes is generally very much above the old maximumi of
3,500 millions. On Pîst january, 1895, the date of the last
report, it reached 3,749,72i,65o francs, as follows:

5 notes of 5,OOcD fcs ................... 25,000 fCS.
1,339,502 1,000 ............ 1,339,502,000

525,642 " 500.................... ... 262,821,000
2,372 " 200..........................474,400

17,657,163 " '0 ............ X1,76,5,716,300
7.S6

1,I92 50....................... 378,o59,6oo
16,9i9 25...........................422,975
7715o8 20 . .......... I5501I60

144,208 5 ...................... 721,040
1,214 0f old issues......................... 429,175

3,749,721,650 fcs.

When the law was passed inl I87o authorizing the Bank to
suspend payment of its notes in specie, the Government created
them at the same time a legal tender, permitting ail payments to
be made in Bank notes, notwithstanding any stipulations to the
contrary. The law Of 3 rd August, 1875, repealing the suspen-
sion of specie payments (which no longer existed, except in
name), did not repeal the legal tender clause, which has, there-
fore, remained as one of the properties of the notes of the Bank
of France.

There is no regulation as to the amount of the cash reserve,
nor as to its component parts, whether in gold or in silver; ail that
is left to the care of the management of the Bank. The cash
reserve has steadily increased during the last twenty years, and for
a long time has been almost equal to the total amount of notes
outstanding. The cash reserve amounted to 3,342 millions on
24 th January, 1895, after having oscillated during the previous
term froM 2,951 millions at the minimum, to 3,304 millions at
the maximum.

Discount operations form one of the most important
functions of the Bank, and are the source of a large part of its
profits. In accordance with the statutes bills and notes dis-
counted must have at least three signatures, or two signatures
only when they are accompanied by a deposit of securities, or
a pledge of merchandise ; they must be payable in one of the
places where the Bank has an agency; notes for the smallest
sums are received, but the Bank makes a minimum charge for
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interest on each bill, and there is a minimum for the total
amount of each list (bordereau) subrnitted for discount.

The increasing number of discounted bis, and the decreas-
ing average amount of the bis, show better than ail theoretical
considerations that as the Bank extends its agencies it recruits
its clients from among the smaller bankers, the manufacturers,
and the merchants, whose transactions could alone give rise to
these small notes. Here, for the hast ten years, is a statement
of the number of discounted bills, and the average amount of
the bills :

Number of Bis Average
1885 ........................ 11,660,589 798 fcs.
1886 ........................ 11,377,405 730
1887 ........................11,579,661 714
1888 ........................ 11,958,143 718
1889 ........................ 12,368,431 742
i890 ........................12,583,225 757
1891 ........................12,277,234 750
1892 ........................ 13,089,468 642
1893 ........................13,425,904 66i
1894 ........................13,489,5o6 646

The resuits for Paris, where complete statistics are pub-
lished every year, show better still how the services of the Bank
of France are utilised, the number of bills discounted for a hess
sum than ioo fcs. increasing from year to year. Here are the
figures of the notes discounted in Paris for the hast ten years :

Number a10 fcs. il t0 50 51 ic0 100 Above Total in
and less fcs. f.s. zoo fes. ofllios

1885.. 5,017,904 14,10o6 656,98o 919,753 3,427,065 3,970.9
1886.. 4,966,581 13,528 638,876 940,271 3,373,906 3,810.1
1887.. 5,188,490 13,755 677,590 977,455 1,9,690) 3,869.7
1888.. 5,423,916 17,842 796,577 i,006,054 3,603,443 4,221.9
1889.. 5,667,119 19,100 836,417 1,076,072 3,735,530 4,620.3
i 89o. . 5,673,088 23,689 842,933 1,077-059 3,729,407 4,782.5
189i..- 5,695,921 19,350 745.500 1,013,751 3,917,320 4,7203
1892.. 5,574,911 26,136 886,149 1,155,792 3,506,834 3,801.4
1893.. 5,868,772 26,183 931,002 1,168,292 3,743,295 4,163.3
1894.. 5,805,774 31,783 984,496 1,172,678 3,616,817 4,125.0

These discounts cause a movement of specie, but also bring
about the issue of transfer certificates for head office and between
head office and branches, which are Iargely utilized by ordinary
holders of accounts, especiahly at Paris, where the Bourse
accounts are thus settled.' The favorable ternis accorded by the
Bank of France for these transfers, which are nearly ail made
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gratuitously, explain their increasing use. The amounts of these
transfers for the last ten years are given in the table herewith:

(nmlinoffac) Paris Branches Total
1885 ......... 29,059.0 1,308.0 30,367.0
1886 ......... 34,697.6 854.4 35,552.0
1887 ......... 31,917.7 8o6.4 32,724.1
18388.........36,060.2 832.4 36,892.6
1889 ......... 40,437.2 854.2 41,291.4
18go ......... 42,450.9 879.9 43,330.8
18qi ......... 47,854.8 890.2 48,745-0
1892 ......... 36,815.6 635.9 37,451.5
1893 ......... 37,340.3 750.2 38,090.5
1894 ......... 45,151.1 1,019.9 46,170.0

The business of advancing on collateral securities is also of
considerable importance; these are given to the Bank either as
security for direct advances or for discounts, the deposit of
securities taking the place of the third signature required by the
statutes. On 24 th December, 1894, the securities deposited thus
by 13,281 customers numbered 695,977, and there were iiS dif-
ferent species of securities. Their valuation at the Bourse
quotations of that day exceeded 55o millions of francs.

Advances, properly so-called, for the period indicated above
were as follows, the average rate being also given :

Total advances Averagein millions of fcs. rate
1885 ......................... 4.001886 ....................... 993 4.00
1887 ....................... 590 4.001888 ....................... 635 3.851889 ........................ M1 4.031890 ....................... 812 3.621891 ........................ ,98o 3.501892 ....................... 751 3.501893 ....................... 807 3.50
1894 ...................... 1,002 3.50

One easily finds evidence here of the great credit operations
which have taken place in these last years, necessîtating for
several days at a time important movements of funds. The
system of advances on securities suits perfectly operations of
this kind, and bankers and speculators always have recourse to
themn, particularly as the rate charged is far fromn onerous.

On reviewing the totals given already for the different
classes of business and adding thereto the transfers and pay-
ments in account, it will be seen that the operations in current
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accounts must attain annually a very large sum. The amounts
for the years 1885-94 are here given, as well as the balance at
the end of each year (in millions of francs):

Total amount Balance
1885 .................. 81'008 396
1886 .................. 91,033 380
1887 .................. 85,528 386
1888 .................. 95.060 428
1889 .................. 04,525 453
1890 ................. 108-63641
1891 .................. 20,387 430
1892................... 97,429 492
1893 .................. 97,617 381
1894 .................. 13,734 451

Among the other duties undertaken by the Bank, the most
important, doubtless, is that which pertains to the deposit of
securities for safe-keeping ; to show this it is only necessary to
note that at the end of December, 1894., the deposits of securi-
ties flot pledged to the Bank, representing 41,818 accounts, were
composed Of 4,020,291 bonds or other documents of 2,181
différent classes, and the valuation of these at the Bourse quota-
tions exceeded 3,000 million francs. If to these securities are
added those which are connected with advances, and the
deposits of the same kind effected by the associated stock-
brokers, we arrive at a general total of 6,45 1,727 in number, and
4,500 millions of francs in value.

The banking account of the Treasury, if it does flot bring
actual profit to the Bank, since its business is done without
charge, does not the less show a considerable movement ; here
also one finds evidence of great financial operations in different
years:

Millions of Franca
1885 ........................................... 5,710
1886 ........................................... 8,973
1887 ............................................ 5,231
i88 ............................................ 5,264
1889 ............................................. 5,145
1890 ............................................. 5,783
189i2............................................. 9,636
1892................................................. 6,0
1893 ........................ .................... 7394
2894 ............................................ ,5

In consequence of the numerous services which the Bank
renders gratuitously, whether for the Treasury or for the holders
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of current accounts, the profits realized are small in comparison
with the sum total of business. It is to be remembered that
the Rentes possessed by the Bank figure in its profits for nearly
io,ooo,ooo fcs. The amounts collected by the State for taxes
and sundry dues reach and even exceed 2,500,000 fcs. ; the
stanip duty on the Bank notes amounted inl 1894 to the sum of
957,000 fcs., this duty being calculated at the rate of 20
centimes per ioo fcs. on the total amount covered by the cash
on hand, and at J% for the surplus.

(In thousands of francs)
Gross Profits, Expenses of management Dividend

including Rentes and taxes, &c., paid Net per share o
owned by the Bank bo the State Profits i,ooo francs

1885 .... 51,658 15,530 36,128 185 fcs.
1886 .... 45,297 15,643 29,654 155
1887 .... 44,137 15,372 28,765 150
x888 .... 43,847 15,801 28,046 142
1889 .... 49,035 15,588 33,447 152
i 89o .... 46,839) 15,9311 30,908 157
1891 .... 48,990 16,202 32,788 159
1892 .... 41,325 16,280 25,045 130
1893 .... 40,322 16,439 23,883 124
1894 .... 38,789 17,293 21,496 1

The security that they offer, and their excellent standing,
have caused the shares of the Bank of France to he sought
after as an investment at a price yielding a low rate of interest.
In July, 1895, in spite of the ignorance as to the conditions on
which its privileges will be renewed (in 1897), the shares were
quoted at from 3,550 to 3,600 fcs. (35 to 360 per cent.)

G. FRANÇOIS



PROCEEDINGS 0F THE FOURTH ANNUAL MEET-
ING 0F THE CANADIAN BANKERS'

ASSOCIATION

THE fourth Annual Meeting of the Association was held in
the Legisiative Council Chambers, Parliament Buildings, in
the city of Quebec, on Wednesday and Thursday, the iith and
12th days of September, 1895, the chair being taken by the
President, Mr. B. E. Walker.

The following members were represented

BANK REPRESENTED BY

The Quebec Bank - - - - Thos. McDougall
The Union Bank of Canada -G. H. Balfour
La Banque Nationale - - - P. Lafrance
The Bank of Nova Scotia - -- Thomas Fyshe
The Merchants' Bank of Halifax - D. H. Duncan
The Peoples Bank of Halifax -John Knight
The Bank of New Brunswick -Geo. A. Schofield
The Bank of Toronto - - - Duncan Coulson
The Imperial Bank of Canada . D. R. Wilkie
The Bank of Hamilton - - - J. Turnbull
The Canadian Bank of Commerce - B. E. Walker
The Merchants Bank of Canada - Geo. Hague
The Molsons Bank - - - - F. Wolferstan Thomas
La Banque Jacques Cartier - - A. de Martigny
La Banque d'Hochelaga - - - M. J. A. Prendergast
La Banque Ville Marie - - Wm. Weir

The following Associates in addition to those representing
rnembers were present :-Messrs. J. F. Blagdon, Halifax;
P. B. Dumoulin, Quebec; Louis de Martigny, Valleyfield;
Jeffery Hale, Brantford; M. E. Holden, Brampton ; Walter
Lawson, Windsor, N.S.; N. Lavoie, Quebec; Herbert Lock-
Wood, Montreal; W. M. Massey,Quebec; J. C. More, Quebec;
Colin McCuaig, Woodstock,, Ont.; F. G. Oliver, Berlin; E. L.
Pease, Montreal; J. B. Peat, Toronto; R. C. Patton, Quebec;
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F. A. Parkcs, Brampton; Ernest F. Racey, Quebec; jean
Taché, Quebec; Jeremy Taylor, Fredericton; A. B. Van
Felson, Quebec; R. S. Williams, Goderich; C. W. Walcot,
Q uebec.

The following visitors were also present :-Messrs. Z. A.
Lash, Q.C., counsel for the Association, Toronto, and W. C.
Cornwell, delegate from the New York State Bankers' Asso-
ciation.

After the President, Mr. B. E. Walker, had called the
meeting to order, the Secretary, Mr. W. W. L. Chipman, read
the notice calling the meeting.

The President then declared the Third Annual Meeting of
the Association open and ready for business.

The minutes of the previous Annual Meeting were taken
as read and confirmed.

Mr. Thomas McDougall, general manager of the Quebec
Bank, in welcoming the members, made the following re-
marks

Mr. President and Gentlemen,-On behaîf of my colleagues
in Quebec, and for myseif, I wish to say that we appreciate
exceedingly the compliment of your visit to this city, and we
desire to make you as welcome as we can. We trust that your
stay here may be an agreeable experience to you, and in saying
this we feel sure that we express the sentiments of the citizens.
at large. For the leisure time which you have at your disposal
the local committee bas provided certain pastimes which may
be acceptable to you. I may mention that the clubs have
opened their doors, and made their privileges available to you,
viz., the Union Club, the Garrison Club, the Quebec Amateur
Athletic Association and the Quebec Golf Club. With regard
to the Golf Club, I may say that Quebec possesses probably
the finest links in America, and possesses some men also who
can play the game excellently well, and who are ready to afford
facilities for a game to any member of the Association. The
gentlemen of Laval University have kindly intimated that they
will be glad of a visit from the members of the Association to,
the University. A trip bas been provided to the Montmorency
Falls for Thursday afternoon, whîch should be enjoyable to
members of the Association on account of the beauty of the
Falls, and should also be interesting as showing the application
of water power to electrical and manufacturing purposes. Mr.
R. R. DobelI bas kindly offered to entertain the members of
the Association on Friday morning at Beauvoir Manor, and the
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Secretary of the Quebec and Lake St. Johin Railway has beengood enough to volunteer a trip to Lake St. joseph. With thisSchemc of amusement 1 think that your spare time during your
stay here should be pretty well filled Up.

In reply, the President said:
Mr. McDougall and gentlemen of the Canadian Bankers'Association : On behaif of the Association I think we have firstto express our thanks to the bankers of Quebec for the troublewhich they have evidently taken to make our visit here in every

Wvay pleasant to us. We must thank the people of Quebec fortheir proffered hospitality, of some cf which we will avail our-selves with great pleasure. Wv'e must also thank the Govern-
ment for the dignity which will be lent to our proceedings by themeeting being held in this Legisiative Council Chamber.

We, joint-stock bankers, are one of the products of modernindustrialjsm, the engineers of the great power of credit asessential to the world as steam and electricity-and we haveCorne to discuss our affairs where feudalism made its first strong-hold in America. We would be strangely lacking in sentiment
if we could meet here unmoved by the memories of what hastranspired within these fortress walls. We are gathered together
to consider the complexities of currency and banking, at theclose of the nineteenth Century, on the very spot where an in-genious intendant of the old regime invented away out of his diffi-culties by creating perhaps the crudest fiat money ever issued.flere, where the products of the Chase, the forest, and the fieldfirst took their seaward way to old France, we meet, who havecarried the enterprise of banking from the Atlantic to the Pacifie,and while we think of the effécts on banking of the abundantharvest of our far prairie provinces, let us flot fail to spare athought for those early and apparently hopeless industrial experi-mnents cf new France-at Sable Island and Tadousac, and laterOn a larger scale at Cape Breton, in the Basin of Minas, atMontreal, and Quebec. Whether we be Frenchmen or English-mien we must recognize the fact that we could flot enjoy thecomnfort and luxury which we possess to-day, or look forward tothe bright future in store for us, were it not for the intrepidityand courage with which these Frenchmen fought and struggledfor their homes, for their king and for the flag that bore the
liles of old France.

In the United States I notice that conventions are openedby prayer ; and if these littie reflections help to lift us to a higherPlane before we begin, I hope you will not think that we will beless capable of looking after the hard and practical matters ofbankin'g when we corne to them. Further than to express our
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gratitude for, and appreciation of, the warm feelings which have
prompted the people of Quebec to do again for us what was so,
handsomely done at Halifax a year ago, 1 will flot detain vou.

On motion, Messrs. J. C. More and F. G. Oliver were
appointed scrutineers.

The Secretary then read the following

REPORT 0F THE EXECUTlVE COUNCIL

To the Mem bers and Associates:

The Executive Council beg to report as follows regarding
the work of the Association during the past year;

DOMINION NOTE ACT

Immediately after the presentation to the Members and
Associates of the last report of the Executive Council it was
learned that an error had been made in some department of the
Government in carrying out the legisiation connected with the
increased power of issue under the Dominion Note Act, and
the additional words quoted at page 14 of the JOURNAL had been
omitted. An explanatory note to this effect was afforded by
the president at page 53. Since then the Government bas
passed the necessary amendment, repealing the legisiation of
1894, and adding to the Act as it previously existed the following
much more satisfactory provision:

IlNotwithstanding anything to the contrary contained in
the said chapter thirty-one of the Revised Statutes, Dominion
notes may be issued to any amount in excess of the sum of
twenty million dollars, authorized by section three of the saîd
chapter, provided the Minister of Finance and Receiver.
General, in addition to any amount required to be held by hlm
in gold under the provisions of the said section three, holds an
amount in gold equal to the amount of Dominion notes issued
and outstanding in excess of the said sum, of twenty million
dollars."

INSOLVENCY LEGISLATION

It was expected that the Insolvency B3ill passed by the
Senate in the Session of 1894, and which was not taken up by
the House of Commons, would be re-introduced and receive
the serious attention of Parliament this year, but at the second
reading in the Senate, towards the end of May, it met with so
much opposition that the debate was adjourned, and there is
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flow no immediate prospect of legisiation on the subject. Your
Council watched the situation most carefully, and wer 'e ready
to act under your instructions given at the Iast annual meeting,
had an occasion arisen rendering it possible to further discuss
the features in the bill which were flot satisfactory to the banks.

SPECIAL LEGAL TENDER NOTES

In the last report of the Executive Council you were
informed of the terms on whiçh the Minister of Finance would
be willing to issue a special form of legal tender note for use by
banks only. The report of the Executive Council having met
with your approval, and the resolution at page 51 of the JOURNAL

having been passed, your Council, on 23rd November, 1894, acted
as subsequently reported to you in the president's circular of
20th May, 1895, and the Order-in-Council required to give effeot
to the arrangement was issued 25 th March, 1895.

On receipt of the circular Of 2oth May, 1895, the various
banks from whom subscriptions were expected remitted their
proportion or expressed their willingness to pay when called
Upon, with the exception of one institution, as reported in the
president's circular Of 24 th August, 1895. The cashier of this
bank had originally objected to tbe form of the note, but on the
9th March, 1895, withdrew his objection while not yielding bis
Opinion in the matter. In response to the circular Of 2oth May,
however, while remitting his share of the expense he protested
against any further expense being incurred until the whole
rinatter had been reconsidered by the Council of the Association.

In bis letter he stated his objections as follows :
ýi. That under section 4 of the Dominion Note Act

the Governor-in-Council bas no authority to make legal
tender a note that is drawn otherwise than payable abso-
Iutely to bearer.

«12. That the expression in the proposed note, ' nego-
tiable only between baniks' would throw upon the holders
of the notes for the time being, and perhaps subsequently,
a responsibility and liability far in excess of any advantage
or saving there might be in the use of legal tender notes
having a circulation limited to chartered banks."
As the matter is of very great importance, your Council have
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thought it best that it should be discussed at the Annual Meet-
ing, in order that ail the bankers present rnay have an oppor-
tunity to express their views before a final conclusion is
arrived at.

CO-OPERATION

Your Council recognizing that the Constitution of the
Association provides that a majority shall not by resolution or
otherwise enforce action upon a minoritv, neverthe]ess also
recognize that one of the main reasons for the existence of
the Association is the co-operation of banks in reforms for the
benefit of the body as a whole. In the closing months of 1894
an effort was made to fix a maximum rate of interest on deposits,
and your Council are glad to be able to record that success was
obtained at that time in every province and territory where
banks have establishments, except in the Province of Quebec,
where success was temporarily prevented by a bank which has
since suspended. During the past week the agreement has been
extended to Quebec, and, therefore, now covers the whole Do-
minion, so far as banks connected with thîs Association are
concerned. Your Council feel that a great point has been
gained in demonstrating that co-operation on an extended scale
is possible, and they do not doubt that if banks will heartily
favor co-operation and earnestly endeavor to make each instance
of co-operation successful, whether local or national, a so]idarity
will be created among the banks of Canada which in matters of
legislation, as well as of banking practice, will be most beneficial
to ail.

THE JOURNAL

During the year your Council, on the recommendation of
Mr. Henderson, one of the Editing Committee, appointed Mr.
Vere Brown as sub-editor of the JOURNAL, with a suitable
remuneration. It was reported to your Council that the duties
of the Editîng Committee necessari]y limited themselves to a
general oversight of the publication, and of the articles finding
a place on its pages, while the work of proof-reading and
details must devolve on some one individual, and it had devolved
in the present instance almost altogether on Mr. Vere Brown.

PRIZE ESSAY COMPETITION

In the Prize Essay competition, 32 papers were submitted
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for the Senior subjeet and 32 for the junior, 64 in ail. The

envelopes containing the noms-de-plume were opened this mnorn-

ing, and the names of the, winners will be announced by circular

as heretofore. SBSCIN

REPORTS 0F SBSCIN

The reports of the Sub-sections at Winnipeg and Ottawa

will be presented separately.

AMENDMENTS TO THE BANK< ACT AND BILLS 0F EXCHANGE ACT

The Executive Council desire to draw the attention of their

successors to the following business not discharged by them for

the reasons given in their last report :

Il . Motion by Mr. Burn regarding an addition to

section 84 of the Bank Act. (See page 322 of the JOURNAL).

Il2. Motion by Mr. Prendergast regarding section 51

of the Bis of Exchange Act. (See page 323 of the

JOURNAL.)

"l3. Motion by Mr. Ward in Executive Council regard-

ing Clause 8o of the Bank Act, that whenever legisiation

affectîng the Bank Act is before the House, steps be taken

in the direction of enabling banks to collect the rate of

interest stipuiated to be paid.
Il4. Suggestion by Mr. Schofield in Executive Council,

approved by Council, that ' an addition' be obtained ' to

the section under which the banks would be fully protected

in substituting new goods for property already held under

pledge, and needing to be surrendered to a customer for the

purposes of his business."'~

Ail respectfully submitted on behaif of the Executive

Council.B. E. WALKER, President

Ti-iR PRESIDENT-A littie comment is necessary on my part
regarding this report, before moving its adoption. What was
clone regarding the issue of Dominion notes in excess of twenty
million dollars must be satisfactory to ail of us. It will
probably have the effect eventuaily of making the banks in-
different whether they hold Dominion notes or gold.

Regarding insolvency legislation, I would say that if at any
time merchants who are customers of the banks complain of the
Insolvency Bill not passing, the reply is that the fault clearly
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lies with them. The co-operation of the banks might have been
obtained at any time had they been reasonable regarding the
section discussed at the last annual meeting.

On motion of the President, seconded by Mr. George
Hague, the report was unanimously adopted.

The report of the Examining Committee in the Prize Essay
competition, made to the Executive Council, was then read by
the Secretary, as a matter of interest to the Associates present.

REPORT 0F THE ESSAY COMMITTE

To the Executive Council :
The following awards bave been made by the Committee

appointed under your resolution of November, 1894, to examine
the essays, 64 in number, submitted in the Prize Essay com-
petition under circular of 13 th February last:

SENIOR COMPETITION

ist-"l Louis "-R. J. Gould, Bank of Toronto, Toronto.
2nd-"l Facts "-C. F. Deacon, Bank of British North

America, Montreal.
Honorable Mention

"1Fiscus"-J. B. Peat, Canadian Bank of Commerce, To-
ron to.

IlMammon "-R. WTolferstan Thomas, Bank of British
North America, Toronto.

"lA. L. O. C."-F. McDougall, Merchants Bank of Halifax,
Sackville.

"lSemper Vigilans"-Geo. Wilson, Imperial Bank of Can-
ada, Toronto.

IlErin-Go-Bragh "-D. M. Stewart, Canadian Bank of
Commerce, Montreal.

JUNIOR COMPETITION

ist-"l Fer Augusta"-J. M. Black, Bank of British Colum-
bia, Vancouver.

2nd-", N. P. N. A."-F. J. Sherman, Merchants Bank of
Halifax, Fredericton.

Honorable Mention

"Parva Sub Ingenti "-J. H. Ferguson, Merchants Bank of
Halifax, Cbarlottetown.
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"Dixie "-H. M. P. Eckardt, Merchants Bank of Canada,
Winnipeg.

"Yorke "-D. M. Sanson, Canadian Bank of Commerce,
Toronto.

IlWeymouth Pine "-H. V. F. Jones, Canadian Bank of

Commerce, Toronto.
-"Count "-H. A. Hunter, Canadian Bank of Commerce,

East Toronto.
The Committee, while commending the general excellence

Of the papers, regret that in both subjects the banking interests

Of the country were flot more fully considered.
W. W. L. CHIPMAN,

Montreal, 27 th August, 1895 (for the Committee)

MRt. HAGUi-I think we should pass resolutions of thanks
to the gentlemen who made the examinations. I know from
experience what a very onerous business it is. These gentlemen
have had to read sixty-four papers of a great many pages each,
and flot only read them but also consider them very carefully as
to their order of menit. 1 had the honor of taking part in the
examining of these papers two years ago, and certainly it was
One of the most onerous things I ever had to attend to. I think,
therefore, the Association should flot allow ail this work to be
done without, at any rate, expressing its warm appreciation of
the manner in which it is done, and I now make the following,
MTotion :c

Moved by MRt. HAGUE, seconded by MR. McDOUGALL,

"That a vote of thanks be tendered to the committee appointed
to examine the papers submitted in the Prize Essay Competi-
tiOn, for their valuable services." Carried.

MR. G. H. BALFOUR-On behaif of the Reading Committee
I tender thanks for the kind expressions of which you have made
Use. The reading of these papers has been a matter of gratifica-
tion to us. I should just like to mention in this connection-
We at first included it in our report, but I think it was after-
wards eliminated-that some of the papers exceeded the regula-
tiOn length. The number of words permitted in the junior
competition was five thousand, and in the senior ten thousand.
1N40, in both classes several papers exceeded the limait. One of
the best papers ini the senior series--one which undoubtedly
'Would have won a prize-contained some eighteen hundred

Wdsin excess of the ten thousand, so that paper had to be
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thrown out. I think that stress should be laid upon the fact in
future that papers will be discarded if they exceed the number
of words allowed by a certain percentage.

MR. KN IGHT drew attention to the distinction made between
the number of words allowed to the junior and senior comnpeti-
tors, and said that he would be in favor of restricting the
number of words in the senior competitions to five thousand
words and allowing the juniors to write as freely as they
pleased.

The President said that he was glad to see this point
raised. H4e had flot been a member of the committee which
decided the number of words, and he did not know why the
distinction had been made. He had, bowever, urged the coin-
mittee to allow a larger number of words than they first pro-
posed. The discussion would have weight with future
committees. He remarked that several young men complained
that the committee did not suggest sources of information, and
the intimation had been made that it might flot be aînissj if the
committee naming the subjects would give suggestions of that
kind. He did not know whether it was practicable or not, but
it should go on record, so that the next committee naming the
essays would have that point before thein for consideration.

MR. HAGUE said he thought the number of words was too
great. Such a limit as ten thousand words must necessarily in
a great many cases lead to diffuseness, and make the task of
reading and judging a matter of great difficulty, and such as
should not be imposed upon anybody. It would be most
desirable to shorten the essays by about one haif. He could
not endorse Mr. Knight's idea, and was inclined to think that
no distinction should be made between thein.

The President expressed the hope that this discussion would
be helpful to the next committee, and said that he trusted they
would have no difficulty in finding bankers who would be
ready to undertake the labor which the examination of the
papers entailed.

The Secnetary then read the

REPORT 0F THE WINNIPEG sun-SEcTION

To the Executive Council:
The Winnipeg sub-section of your Association beg to pre-

sent their report lierewith.

The annual meeting was held on the 8th June, when Mn.
Angus Kirkland, Manager of the Bank of Montreal, was elected
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Chairman for the ensuing year, and Mr. F. H. Mathewson,
Manager of the Canadian Bank of Commerce, was re-elected
Secretary.

Several matters of more or less importance were brought
before the sub-section during the past year, and deait with.

Through the medium of the sub-section, an agreement was
effected by which ail the banks doing, business in Winnipeg
reduced the rate of interest on deposits to 31Yo on the ist
J anuary Iast.

Last year our Association undertook to obtain reports upon
the condition of the crops for the benefit of ail the members,
and arrangements were made with a large number of reliable
correspondents in the province to send reports to the Secretary
on the 8th August and 6th September. The information thus
obtained was compiled and distributed to the several banks,
and proved valuable in enabling the managers to form con-
clusions as to the condition, size and quality of the crop, and
the probable quantity of grain available for export. The esti-
mates made from these reports ultimately proved to be very
nearly correct.

This year the list of correspondents bas been considerably
enlarged, and reports have already been received fromn cor-
respondents at 123 points in the North-West regarding the
conditions and prospects, prior to the commencement of harvest-
ing operations. After the grain is cut, and thrashing well ad-
vanced, a second report wilI be obtained.

The members of the Winnipeg Sub-section beg to suggest
that your Association hold their next annual meeting in this city,
and tbey would assure you that ail in their power would be
done to make the visit enjoyable.

Yours faithfully,
ANGUs KIRKLAND, Cliairmiai
F. H. MATHEWSON, Secretary

Winnipeg, Sept. 13, 1895

MR. THOMA-Mr. President, I would like to make a fewremarks on that report. Coming as it does from one of the mostremnote parts of the Dominion, it shows that they have fully ap-
preciated their position. First ýof ail, we see them a young
CO(Mmnunity, no more than, you may say, a quarter of a Century
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old, and they have set us an example in reducing what we
considered a too high rate of interest, to 31 per cent. maximum.
For that, I think, they deserve a great deal of credit. Then,
again, as to these reports, I read them with a great deal of
satisfaction, Mr. President, because it struck me, as I think it
would many others, that we could place much more reliance
upon these than upon the reports furnished from other sources.
I speak specially, for instance, of the railways. We know the
C. P. R. is naturally interested, and whether they give true re-
ports or not people are apt to form their own conclusions and
not rely upon them altogether. Now, when these bankers took
all that trouble and were enabled to furnish reports which were
really a fac-simile of the C.P.R. reports, which just endorsed
and assured the C.P.R. reports, I think it was an admirable
gain to that railway, and I am sure it was to ourselves and the
mercantile community doing business in the North-West. I
would move that we specially put upon our records that we are
grateful to our friends in Winnipeg for the position which they
have taken in instituting these enquiries.

The PRESIDENT-I would add to Mr. Thomas' remarks my
own feeling as to what has been done there. The bankers
arranged with the 123 correspondents referred to in the report,
even to have telegraphic information of frost, and they have
practically covered that entire country with reliable correspond.
ents. I hope you will all approve of the expressions of thanks
to which Mr. Thomas has given voice.

MR. HAGUE-Before we pass from that, is not the example
of the Winnipeg section one worth following? Could we not
suggest to the Executive next year that means be taken to secure
reliable estimates of the crops in our own and the other provinces?
We are interested in the products of the different provinces, but
particularly in the crops; and it is undoubtedly the case that
we have the means of getting information, which, when sum-
marized and published, would be of very great value to ourselves
and to the general community. It is a question whether it is
not desirable for the Executive next year to take means, when
the next harvest comes, to have this idea extended to every
province of the Dominion.

A motion by Mr. Hague, seconded by Mr. Thomas, that
the Executive take this matter into consideration, was carried.

MR. McDOUGALL-In connection with Mr. Hague's re-
marks, how would this information, as obtained, find its way
to the public ? Would it be periodically published ?

MR. HAGUE-It would only be gathered once a year.
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MR. McDoUGALL-Of course in the western provinces it is
only once a year for the crop ; but would you apply it to the
dairy products of the Province of Quebec ?

MR. HAGuE-I don't know that we could apply it to, the
dairy products. They extend over a long period of tirne. The

crops, however, corne once a year, and definite information could
be got at a particular tirne.

MR. McDoUGALL-The information with regard to the out-

Put would be valuable.

MR. THOMs-Does flot the Board of Trade supply this ?
If it does not, I think it would be a good thing to extend that
idea to the dairy products, and the products of the forests and

mines, because these are some of the most important industries
we have.

MR. THomAs-Dofl't you think that if the Executive Com-
mnittee took this up, they might draw up a formula and ask the
banks to pass it round to their branches, so that you might have
Sornething of a uniform character from which deductions could
be made?

The report of the Ottawa sub-section showed that no

business had been transacted.

Moved by MR. M. J. A. PRENDERGAST, seconded by MR. E.
L.PEASE,:

IlThat the report of the sub-sections be adopted and
emnbodied in the proceedings of the annual meeting."

Moved by MR. THOMAS, and resolved unanimously:

IlThat the grateful thanks of the Association be tendered to
the Winnipeg sub-section for their admirable and exhaustive
Crop reports."

FINANCIAL STATEMENT

The Secretary-Treasurer presented his financial statement

to 30th June, 1895, as follows :

GENERAL BALANCE

MaY 31st, 1894 June 3 oth, 1895
Balance brought forward. .$4,676 40 Cash account-In bank ... .$3,141 23

Revenue account- Charges account .......... 4844 89
Mernbers' subscriptions. . 3,000 00 Office furniture ........... 224 70
*Associats do. .. 459 00

Bank interest .............. 75 42

P8,210 82 $8,21o 82

*Associate fees In x894 were payable in February ;in 1895, flot until ist july. The
larger part of the fees for the period 1eb. '94-June '95 were paid prior ta 3ist May, 1894.
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GROSS REVENUE ACCOUNT

May 3 îst, 1894 june 3 oth, 1894
Balance ................ $4,676 40 Charges account ......... $4.844 89

june 3oth, 1895 Balance ............. 3,365 93
Bank interest account ... 75 42
]Revenue accouit ......... 3,459 o0

$8,210 82 $8 210 82

Certified correct.
M. J. A. PRENDERGAST
E. L. PEASE

It was resolved that the report of the Treasurer just read,
having been approved by the Auditors, be adopted.

The following report was presented on behalf of the Editing
Committee:

REPORT OF THE EDITING COMMITTEE

To the Memnbers and Associates:

The Editing Committee beg to report concerning the work
of the past year as follows :

The volume for the year commenced with the September
number, of which 1,200 copies were issued from the press, that
quantity being regarded as sufficient for the probable require.
ments. A large influx of new Associates and of subscribers to
the JOURNAL taking place shortly thereafter, however, it was
found necessary to increase the succeeding issues to t ,6oo copies,
and to print a second edition of 400 copies of the September
num ber.

The publication of Dr. Breckenridge's work on the legis-
lative history of our banking system lias been a special feature
of the year's JOURNAL, and the Committee take this opportunity.
of reporting the arrangement upon which it was undertaken.

When Dr. Breckenridge set out upon his researdhes for the
material for his work, lie discussed his plans with some of the
members of the Association. The desire had been widely expressed
that someone miglit be induced to undertake the task Dr. Breck-
enridge had set for himself, and as it was eminently fitting that
such a work should be published under the auspices of the
Association, the President suggested to Dr. Breckenridge that
the Editing Committee would doubtless le pleased to have bis
article-then estimated as likely to le of the length of i6o
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JOURNAL pages-for publication in the JOURNAL, furnishing hima
in return with 300 copies ini pamphlet form, to be struck off when

the type was set up for the JOURNAL. When the first portions of

the work were placed in the hands of the Committee it was found
that it would be more than double the length first thought likely.
The publication of this larger article, on the conditions as to

author's copies, involved aconsiderable expenditure; but with the
approval of the President, your Committee concluded the

arrangement with Dr. Breckenridge, and now express the hope
that their action in the matter has been such as the Association

will approve of.

In their report a year ago the Committee estimated the
cost of publishing the JOURNAL during the ensuing year at $700.

The actual cost bas been $ 1,738. This difference has for the

Most part been occasioned by the publication of the Brecken-
ridge chapters, which necessitated alrnost doubling the size of

the three last numbers of the volume, as well as publishing a

supplement of about io0 pages. The larger edition of each
issue, rendered necessary by the increase in the JOURNAL'S con-

stituency, and the reprinting of the September number, wilI also
account for a portion of the increased cost. Against this in-
crease, however, must be taken into account the increased
revenue to the Association from fees, subscriptions, and adver-

tisements, which has amounted to $804, as shown by the follow-
iflg statement :

At the date of the last annual meeting the fees of asso-
diates amounted ta ........................ $585

At 3oth J une, 1895, this had been increased to ........ 89o

An increase of.............................. $305
Add increase in subscriptions ta the JOURNAL ......... 318
Advertisements, after deducting commission of agents

managing this department....................... 181

A total increase of.............................. $804

bringing the total revenue up to $1,385.

The list of subscribers is made up of bank directors, private
bankers, American banks, and business men. A number of these
11o doubt subscribed for the purpose of procuring the article on
the Canadian Banking System, and a proportion of these sub-
scriptions will doubtless lapse. Making allowance for this and
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reckoning the Associate membership at about its present figure,
the Committee estimate that the revenue from the JOURNAL for

the coming year will flot be less than $ 1,250.

The cost of publication for the coming year will, the Com-
mittee estimate, be about $1,5.50, but should this have to be
exceeded it wili be due to causes bringing about a corresponding
increase in the revenue. In this suma is included the special
grant by the Council for the remuneration of the sub-editor and
other expenses, as well as an allowance for honoraria to con-
tributors, which latter the Committee find will be absolutely
necessary to the maintenance of a really creditable magazine.
This total expenditure the Committee trust the Council wiil sec
their way to sanction, although in excess of the anticipated
revenue from the JOURNAL for the coming year.

Ail respectfully submitted,
J. H. PLUMMER, Chairman

Toronto, gth September, 1895

THE PRESIDENT-Referring to the financial statement and
the report of the Editing Cornmittee, 1 think we are a thousand
dollars poorer then we were at the beginning of the year.

MR. THOMAs-We have got to pay for the prizes, and the
amount is larger this time.

THE SEcRETARY-Last year's prizes are in this year's
outlay.

THE PRESIDENT-At first we had an income much larger
than our expenditure. We accumulated a surplus of $4,ooo at
the very start. The only item in the expenditure of the year
to which I wish to refer is that connected with the JOURNAL.
I have nothing whatever to do with carrying on the JOURNAL,
and ail credit in connection with it is entirely due to the
Editing Committee and the sub-editor, but I wish to explain on
their behaîf that they have this year avowedly spent money
freely in order to make the JOURNAL what it is. A large part of
this expenditure was caused by the publication of the history of the
Canadian banking systemn written by Dr. Breckenridge. The
report of the Editing Committee explains the circumstances
under which its publication was arranged for. We thought it
would be a work of less than 200 pages, but it turned out to be
one Of 353 pages, and we had to supplY 300 copies in order that
he could submit it to the Columbia College as his thesis. The
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Editing Cornrittee did flot hesitate to spend the money, and
even if it had cost a great deal more, there could be no doubt
as to the wisdom of doing so.,

MR. THOMAs-Looking over the Supplement of the JOURNAL
I find that my bank is flot as well represented on the Iist as it
should be. I think that is a source from which the income might
be increased; and to do that it would perhaps be desirable to give
Associates more even than they have now. I think I heard some
ask a year ago what they would get for their money. I ar n ot
prepared to say, but I think it would be desirable to consider in
what manner, apart frorn the JOURNAL, the advantages of Asso-
ciate membership could be increased.

MR. KNIGHT-You refer to the absence of the members of
the Editing Committee. I amn a corresponding member of that
Comm ittee, and I do flot hesitate to tell you this, since you are
on the question of ways and means. Probably the most im-
portant thing is as to what we will give the Associates. The
Associate who obtains the magazine for one dollar is getting a
great deal more than his money's worth. If you expect for the
first year or two to make any paper or magazine, reserved for
the use of bankers, pay, you are very much mistaken. We have
already many subscribers outside of those interested in banking
directly. It will become the accredited organ of the bankers,
and in~ time will also be sought as a reliable guide with respect
to crops and other matters of interest, by the commercial com-
rnunity. The bankers will be actually vouching for the accuracy
Of its statements. If the apparent loss of revenue, or the failure
to make our expenditure corne within our income this year, is
due only to the publication of the magazine, I think we have
nothing to regret. The JOURNAL may be the only thing we give,
for the yearly subscription, to the Associates, but what more we
can give them is beyond me, and I cannot see how the man who
subscribes one dollar a year to this association can expect more
'value for his subscription than is represented in such a
magazine.

MR. THOMAS-Of course, I did not intend to speak dis-
paragingly of the JOURNAL; quite the contrary. The question
in rny mnd was: Could we do anything more for the Associates?
I thjnkit would be well if a record book were kept at our head
Office, containing a record of every Associate officer-the bank he
iS inl, the position he occupies and various things about him. By
that means bank officers residing in the other provinces would
becorne known to the bankers of Ontario and Quebec and alI
through the Dominion. I don't know that it would be desirable
to encroach on other preserves, but yet I do not see why young

3
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fellows who are living in Nova Scotia, for instance, would flot
have some chance of being known to bankers throughout the
Dominion.

1 think we ought to be most grateful ta the gentlemen who
have taken the trouble to edit so excellent a magazine. A
remark has been made about securing outsîde subscribers.
Now, if we want to extend the circulation of the JOURNAL we
must put something in it that will draw outsiders. You speak
about the crop reports. These must flot be kept for our exclu-
sive information. In reference to agriculture in the Province
of Quebec, there is a journal published by the Government
which contains ahl the facts bearing upon it. These might be
digested in reference to the hay crop and dairying and other
thîngs, and the facts inserted in our JOURNAL. When we want
information we do not know exactly where to put our hands upon
it, and 1 saw this Yourizal of Agriculture for the first tîme less
than a month ago.

* On motion of MR. KNIGHT, seconded by MR. McDoUGALL,

the report of the Editing Committee was adopted.

The PRESIDENT-We will probably have to spend more
out of our surplus next year; and if in a few years we do flot
see our finances meeting, it will be time enough ta consider the
situation.

MR. THOMAS-It would be a good thing if each bank would
supply its branches wjth a bound volume of the JOURNAL for
each year.

MR. KNIGH-The JOURNAL can be made to pay; but as
many of us know, it has been thus far intentionally confined
mainly to matters of interest ta bankers, whereas my idea is that
it can be made to take the place of a magazine for circulation
among the merchants as well.

The PRESIDENT-Whenever that time cornes we will have
to have a paid editor who will attend ta it and nothing else. 1
arn not troubled so much about the expense as about having a
first class journal, even if it costs more than now. So far, how-
ever, we have done what we could, and we have already a good
many mercantile subscribers, as well as lawyers, private bankers
in Canada and foreign bankers.

MR. KNIGHT-It is nearly self.supporting, and if all the
banks would take an înterest and encourage their officers ta
subscribe, we should have no difficulty in making it pay all
expenses.

MR. WEIR-Mr. Chairman, 1 think it is due ta the Editing
Committee ta pass a vote of thanks. 1 must say that having
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Some experience in the publication of a journal, I consider it
bas been very successfully edited; and when I hear the financial
statement I amn surprised it bas flot cost more. I must say,
fromn my ovin knowledge, Ithink they have been-very economi-
cal in the management, and I would also say that 1 like the
JOURNAL very much.

Moved by MR. F. WOLFER5TAN THOMAS, seconded by MR.

GEO. HAGUE, and

" Resolved, that the special thanks of the Members and
Associates are due and the same are hereby heartily tendered to
the Editing Committee and the Corresponding Committee of
the JOURNAL for their continued and valuable services during
the past year."

In tendering this vote of thanks the Members and Asso-
ciates congratulate the Committees on the extension of the
Associate membership list, due so largely to the growing
influence of the JOURNAL as an authoritative banking publica-
tion. They further regard with sincere appreciation the high
standard of excellence of the papers admitted to its pages.

The meeting adjourned until 8 o'clock p.m.

EVENING SESSION

The proceedings were continued by the reading of the

PRESIDENT'S ANNUAL ADDRE5S

The year or more which bas passed since we met at Halifax
has not been a very eventful one in the financial world, but it
bias made many changes among us as individuals. While we
1were meeting at Halifax, news reached us of the death o! Mr. J.
Murray Smith, well known in Quebec and Ontario, and doubt-
less elsewhere, as the manager at Montreal, for many years
past, of the Bank of Toronto.

In December, James Stevenson, one of our honorary presi-
dents, and the general manager of the Quebec Bank,
passed away full of years and honors. He was flot only the
Venerable teacher and adviser, but the genial friend and fellow
Sportsman of many throughout 'Canada. A graceful writer
On ahi Subjects, who even gave to the early history of banking in
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our own country the charm. cf picturesque incident, wo shall

mourn bim as a personal link in that history stretching back to
the rebellion.

In March, Robert Henry ]Bethune, general manager of the

Dominion Bank, one of the most active and successful bankers

in Canada, died. At one time an officer under Mr. Stevenson,
whose junior he was by a generation, his death in the prime of
life, se shortly after his octogenarian friend and preceptor, startled
us ail. There were those, I believe, who knew that he was net

as well in health as his firm, bearing and cheerful speech indi-

cated, but to most of us his death came as a sudden grief for

which we were ail unprepared.
We have also lost by retiremnent Mr. R. R. Grindley,

general manager of the Bank of British North America, but we

must hope that in his well-earned repose hie will net forget the

country in which hie lived 50 long and his fellow workers in the

business of banking. With streng convictions as te the useful-

ness and a clear view as te the future of the Association and its

JOURNAL, bis advice was always helpful te his fellow members of
the Executive Council.

By the resîgnatien of his position as cashier of the Banque

du Peuple, immediately before the suspension of that bank, Mr.

Bousquet aise ceased te be a member of the Executive Council.
I hope it will net be thought eut of place if one who was net

politically a follower, aise oflers at this moment bis tribute of

admiration te the late Sir John Thompson. Without enterîng

upon the qualities he possessed for which hie will be remembered

in history, I may safely assert that those who had te do with the

various important measures of legislation in which banks were

deepiy interested, know hew much we owe te bis great ability

and profound sense ef right.

NEWFOUNDLAND

In December a financial collapse occurred in Newfoundland,

serions enough te involve the credit of the island, and te cause

the failure ef a large number in the mercantile community, in-

cluding the only two joint-stock banks existing there. As the

statements of these banks have flot been readily accessible te

Canadians I subjoin copies of those rendered at the close of
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their last fiscal year. Subsequent revelations have made these
statements of littie value except as an indication of the volume
of the banking business of the'island.

Union Bank of Newfoundland
LIABILITIES-

Capital ............................................
Reserve Fund.......................................
Profit and Loss, undivided ...........................
Bank notes in circulation .............................
Due by Bank including deposits at interest, payable Jan. and

july on receiving fifteen days notice................
Dividend NO. 78, 6% for balf year ending Nov.

30, 1893 .................................. $27,360 GO
Dividend No. 79, 6% for haif year ending May

31st, 1894 ................ ............. 27,360 oo
Bonus. 3% for haîf year ending May 3 1st, 1894. 13,68o O

$68,400 GO
Less Dividend to Nov. 30, 1894 ................ 27,360 0O

ASSETS-

Specie in vault.............................................
Notes of other banks.................................
Buis discounted, loans, etc ...........................
Balance due by batiks and funds available in fifteen days ....
Bank premises, safes, etc .............................

Commercial Bank of' Newfoundland
LIABILITIES-

Capital ........................................
Notes in circulation .................................
Current accounts, deposit receipts, etc ..................
Dividend, unpaid ....................................
Bonus..............................................
Reserve Fund.......................................
Profit and Loss .....................................

ASSETS-

Specie..............................................
Notes and cheques of other banks .....................
Debenture bonds (water stock, Dominion and other securities,

and interest due).................................
]Local bills discounted (buis of excbange and amounts due

from other banks> ...............................
Bank premises, including safes and land adjoining with brick

building erected thereon..........................

3oth June, '94
$ 456,000 0o

320,000 0O
7,319 79

616,o8o o

3,015,305 59

41,040 00

$4,455,745 38

$ 196,974 82
517 00

2 881,671 72
1,360,581 84

16,o>oo o

$4,455,745 38

3oth June, '94
$ 306,000 Go

527,911 00G
1,813,620 GO

13,770 00
3,060 00

110,0o00 
12,116 Go

$2,786,477 00

$ 138,234 14
10,382 41

341,865 13

2,258,789 57

37,2o6 93

$2,786,478 48



36 JOURNAL OF THE CANADIAN BANArERS' ASSOCIA TION

While it was evident that this was the natural resuit of a
long period of trading and banking on an unsound basis, the

readjustment of which will prove beneficial to the colony, it

was unfortunate for Canada that there should be in the minds of

many foreigners a doubt as to the political relations of the island
to us. Although we owe them no duty, except the good will

arising from geographical adjacency and a common ancestry, it
will doubtless be remembered in our favor, when at some future

time the question of the annexation of Newfoundland with Can-

ada is again discussed, that at the hour of their severest financial
trial three Canadian institutions, the Bank of Montreal, the

Bank of Nova Scotia and the Merchants Bank of Halifax,
stepped into the breach and aided largely in rehabilitating the

commerce and the finances of the island. Many of the bankers

here present are much better informed as to Newfoundland
affaîrs than I amn, yet ail will be glad, I think, to hear that during

the ensuing year we hope to have in our JOURNAL a very
complete article, by a thoroughly competent writer, dea]ing,

with the commercial and political conditions of the island.

CANADA

It is with regret that we have to record the suspension of

one Canadian bank during the past year, but as the period hqs

flot yet expired during which the institution is permitted by the
provisions of the B3ank Act to resume, it would not be proper for

me to enlarge upon the event, deeply interesting as the circum-
stances surrounding it have been to ail of us. Whatever there
is in the history of the institution which is materially connected
with the history of banking in Canada, will doubtless be recorded
in the JOURNAL sooner or later.

It is probably inexpedient for the President of this Associa-
tion to attempt to deal in his annual remarks with such conditions

of banking in Canada as the present almost unparalleled plethora
of money, but I hope that it will flot be regarded as improper
if 1 draw attention to the unfortunate degree of competition
which appears more and more to be characterizing our relations

with one another as bankers, and which is particularly to be
regretted at a time when it would seem as if the dictates of self-

preservation would induce us to co-operate in order to bring
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about many reforms. 'Ne seem to be in very great danger of
almost entirely losing the minor profits coming from inland
exchange and similar operations, not simply by the constant
cutting in two of the commissions charged, but by the wholesale
mnanner in which these commissions are being waived in favor
of the mercantile public. The same spirit of reckless determina-
tion to secure business at any cost is seriously affecting al
branches of profit in banking at a time when the natural condi-
tions are ail adverse, and one would expect that prudence wouid
cause us to jealously preserve ail legitimate sources of profit.

UNITED STATES

In this connection 1 wish to draw your attention to the
very rapid growth of bankers' associations in the United
States. The great federal body, the American Bankers' Asso-
ciation, was, if I remember aright, alone, or almost alone, a
very few years ago, as a body of co-operating bankers. There
are now local associations representing thirty States, in al
thirty-two associations, one federal and twenty-nine State
bankers' associations, and two savings bank associations. While
at the present time these associations are discussing banking
reformi for the nation, the avowed purpose of many of them, and
the distinct good many of them are able to perforai, is in the
direction of improving the practical conditions of banking in
their own district, such as rates of interest and commission, and
the profits of banking generally, provisions against fraud, and
the avoidance of undue competition. There is also noticeable
among ail of them an admission of the benefit of actual personal
contact, that is, they are beginning to feel, as I hope we are also
beginning to fée, that by becoming personally acquainted with
each other the desire for friendly co-operation is increased, while
they are less disposed to enter into tinfair competition with one
another.

Financial events in the United States during the past year
have mainly centred around three points of interest: (i) The
Position of the gold reserve of the Treasury, (2) The possibilities
of the free coinage of silver; and (3) The reform of the cur-
rencY and banking. And these three points may be said to be
inseparable in any discussion of United States finances at the
moment.
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We noticed, in speaking on this subject a year ago, that the
gold receipts at the Custom House in june, 1894, had fallen to
less than one per cent. of the whole payments. By July there
were practically no gold receipts, and by November another
bond issue of fifty million dollars became necessary in order to
replenish the Treasury gold reserve. This was offered to the
public in io-year 5 per cent, bonds (issued under an old Act),
to be sold on the basis of yielding the buyer flot more than three
per cent. per annum, or at a premium of 1 16.oo8. Although
these bonds were payable in coin and not expressly in gold, the
entire issue went to one syndicate at 117.077, or a return of
2.878 per cent. per annum, showing that thus far the faith of
Congress and the ability of the Treasury to redeem in gold was
fully credited.

In December the Committee on Banking and Currency
decided to report favorably to the House a bill looking to the
reform of banking and currency, the main feature of which was
the issue of bank-notes not secured by Government bonds, but
resting on the general estate of the bank, in a manner avow-
edly copied to some extent from our own system. This pro-
posal, commonly known as the Carlisle plan, differed in some
details from that suggested at Baltimore in the preceding Octo.
ber by the American Bankers' Association, but both were the
outcome of the same school of reform. But the bill was op-
posed on the one hand by the Republicans and most of the
National banks, and on the other by the advocates of the free
coinage of silver, and after much discussion, and the offer ot
many substitutes, by January it became evident that no action
could be taken. Among the many who gave evidence before
the Committee on Banking and Currency, I cannot forbear
quoting the following terse statement from one of the ablest
writers on financial subjects in the United States :

IlIn respect to silver money, I assume that though the policy
of increasing or diminishing its volume is still a seething ques.
tion, yet it does flot specifically concern the problemn immediately
before your Committee.

"lAs to the system of note issues provided under the National
banking Iaws, I shaîl take it for granted-as I think I safely
may-that, among economists, practical bankers and intelligent
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students of monetary questions, it is the largely preponderant

conviction that the system has outlived any adaptation it may
have originally possessed for satisfying the currency wants of

the country ; the main grounds for that conclusion being:

i 1. That the bond form of guarantee has been found in-

compatible with elasticity of issue ;
" 2. That said guarantee leaves no sufficient margin of

profit to the issuer, and consequently prevents issuing ;
" 3. That the bonds themselves must, in a few years, mature

and be retired;
" 4. That the Government's engagement to pay the notes

is an illegitimate exercise of federal power ;

" 5. That, owing to obstructive restraints, the volume of

notes cannot be readily augmented to meet public emergencies;

" 6. That the arrangements for insuring current redemp-
tion of the notes fail of their purpose, thereby keeping the

volume rigidly inflexible at the season when it should auto-

matically contract or expand ; and

" 7. That, for these reasons, the National bank circulation

has shrunk to one-half its former volume, while the public re-

quirements for money have been increasing."

The Carlisle plan had many excellent features, along with
others, in my opinion, not admirable, but it is clear that before

any comprehensive legislation can be obtained the silver heresy

must disappear, and many who are not advocates of cheap money

must be educated out of unsound ideas born of the financial
expedients of Andrew Jackson and Salmon P. Chase.

All this discussion at Washington of the shocking condition

of United States finances, accompanied by the usual reckless-
ness in statement by politicians, did no good, and while it was

going on the Treasury was drifting into a terrible position.
The gold received from the February and November bond sales

amounted to $117,000,000, but the withdrawals were on such

a scale that the net balance when the last sale was concluded
was slightly less than the figure of $1oo,ooo,ooo, which the

Treasury endeavors to maintain and the public has come to
regard as danger point. Withdrawals continued, and towards
the end of January the largest withdrawals occurred ever made



40 JOURNAL 0F THE GANADZAN BANKERS' ASSOCIA TION

in one week since the Treasury was established. By the 28th
the reserve was down to $56,ooo,ooo, and in the next five days
over $14,00o,0oo went out, leaving Iess than $42,000,000.
While Congress refused to reform the currency the free-silver
advocate caught the ear of the public, and aided by the great
depression in business and a new species of illustrated econornie
literature, bis opinions flew like wild fire again over many parts
of the west and south. Another bond issue was absolutely
necessary, but the faith of November was gone in January, and
eventually a sale was negotiated so different in resuits from the
sales of 1894 and surrounded by such pregnant facts that it will
doubtless find a place in history for many years to corne.
President Cleveland was strong enough to enforce the repeal
of the Sherman Silver Purchase Act, strong enough to enable
the Treasury by bond sales to keep up gold payrnents, but
he was flot strong enough to enforce the passage of a coin-
prehensive measure of currency and banking reform which would
sound the knell of free silver and begin at once the relief of the
Treasury frorn its intolerable obligations.

This failure to pass a banking and currency bill, accom-
panied by the clearest evidence that the free-silver advo-
cates were still a power, and at a time when the Treasury had
barely strength to stand the drain for a few weeks longer,
greatly weakened the belief in the good faith of Congress to
continue paynlents in gold of obligations made payable in coin,
and it was for this reason that the President in his message of
28th january, appealed once more to Congress for power to
make the forthcoming bond issue expressly payable in gold
instead of coin.

Congress failed to act, and a bargain was made with a syn-
dicate of bankers, representing in a large measure the wealth of
Europe and Arnerica, by which, under power conferred by
the resumption of specie Act of 1875, the Government bought
from the syndicate 3,500,000 ounces of gold, paying for it in
bonds. The practical result of this was that for $62,317,500
Of 3 0.year 4 per cent. bonds the Governrnent obtained
$65,î 17,500. The price, therefore, in dollars was 104.49, yield-
ing in interest to the purchaser 3Î per cent. p.a., about the
price at which a first-class city can borrow rnoney in America,
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and an astounding price for the great Government of the United

States to pay. Let us make sure that we understand the

reason for such a transaction.
You will remember that in the previous November, as in

the previous February, bonds had been sold to yield less than

3 per cent. Did any one in 1895 doubt the ability of the

United States to pay the bonds when due, who had not doubted

it in 1894 ? It would be absurd to suppose so-there was no

doubt. But would they pay in the money of the world, in gold ?

The syndicate, in order to leave no doubt as to what the high

rate of interest meant, offered to take 30-year 3 per cent. bonds

at par if payable in gold instead of coin. Congress had ex-

pressed to the world its intention to pay in gold all obligations

made payable in coin. Why not say so in the obligation itself?

The President having obtained this option, as opposed to the

terms already mentioned as those in which the sale was finally

made, put upon Congress the responsibility of declining to

authorize gold bonds, and thus causing an enormous loss of

both money and credit. Congress, however, refused, and the

direct loss to the country in excessive interest to be paid during

the term of the bonds exceeds $16,ooo,ooo, while the less direct

loss by this wanton disregard of national credit is incalculable.

While the sale of bonds brought $65,ooo,ooo into the im-

poverished Treasury, it had become clear that the mere selling of

bonds, even directly for gold, would not alone save the situation.

There is no real relation between revenue deficits which have to

be met by the sale of bonds and the requirements in gold of the

public for export or for hoarding. It is to some extent an

accident that the gold receipts from the bond sales of February

and November, 1894, met the public's requirements, at the time,

of gold for export. The real evil is the absence of gold in the

receipts at the custom houses ; and only confidence, and the stop-

page of excessive gold shipments, will cure that.

For such reasons the Government came to an understand-

ing with the syndicate, that the latter would, in supplying the

gold referred to, bring one-half of it from Europe, and would

" exert all financial influence and make all legitimate efforts to

protect the Treasury of the United States against the with-

drawals of gold, pending the complete performance " of the
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contract, which bas been generally understood to mean until
the ist Octaber, 1895.* So far as it enabled the Treasury
ta maintain its gold reserve for the time being, thîs part
of the soheme has been successful. At the lowest point
reached, 9 th February, 1895, the gold reserve had fallen ta
$41,393,212. By the bond sale it received $65,iI7,500, and this
addition would make a reserve of $io6,5I0,7I2. On the ist of
August the reserve was $1o7,236,486, but during that month
considerable gold was shipped, the syndicate, however, re-
plenishing the Treasury sufficiently ta have the reserve at 31St
ultimo a trifle over $100,000,000.

The syndicate being composed of the leading European and
Amerîcan bankers, and being bankers and not a government,
were able ta do many things nat open ta the Treasury ta do. In
order ta avoid gold shipments they must supply the sterling or on-
tinental exehange necessary ta take its place; and such is their
strength they have been able ta do this at a price exceeding the
actual cost of shipping gold byan abnarmal profit. The high price
was made possible by creating a feeling against gold shipments sa
strong that ordinary bill-drawers did not care ta incur the odium
af creating exehange in that way. And af course there has
been a strong desire on the part of prudent bankers ta do
nothing which wauld militate against a return of confidence.
But great as is the wealth and credit of the syndicate, they
could not issue an indefinite amount of exchange against
nothing. No doubt they have used their credit ta a great
extent, but we are told that they have by their influence, and
the improved feeling regarding American finances, sold securi
ties abroad ta the extent of over $ioo,ooo,aoo. This state-
ment is made by a leading financial journal, a list of the
securities being given. 0f the amount about one-third was

* The New York Tribune Of 14 th instant contains the following authorized
statement by the syndicate:

The impression has become generai that the members of the bond syndicate entered
loto an ageeen with te Untd tate resur o ainan the 00,oooo reserve

Th b n ayn iae 1ui1ied aIl ts olgations ntbeGvrmn nJn at u a n
sine benbund in any way to the 1TreasurY. 1t ltrue thti afomtm ntm inceiat Jue p a d ve vato su a dn gol ad o i teTeswi b baesniedt
tain tbe reerve, but it ba on an unaI ly wi lcninea tnl do in b aesprit,
a un d fvr vatuh e sam ot ve. I t aly andlil contin to dp i to n t v er s tn an -

Deebrlt, an auary Iat if neces sary an if existing Conditions mai t fesiand do a in oie otnet eol o ubrI n
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in United States Goverriment bonds, presurnably the European

share of the syndicate purchase. That such a large volume of

United States securities bas 'been placed by the syndicate is not

generally credited, and certainly of those sold a considerable

proportion has already been resold and returned to New York.

In any event it cannot be doubted that the syndicate has

averted large shipments of gold by its ability to place a very

considerable amount of securities abroad.

Whatever cr iticisms may have been made regarding the

large profits of the syndicate in this transaction, it is, 1 think,

probable that the profits are flot out of proportion to the services

rendered by the syndicate to the Government, and therefore to

the people of the United States. The general public are not

apt to understand the extent of the financial peril in that

country at the moment when the transaction was entered into,

and they are also flot apt to understand, as bankers will, the

amount of skill, courage, resource and confidence in the future,

sbown by the leaders of tbe Syndicate, in practically carrying

such a great country through the past four or five months. The

Treasury bas now passed safely through the summer, and the ex-

port of the country's products will doubtless avert heavygold ship-

ments for some months. The rapid advance in the prices of all

commodities which began practically in May, has so stimulated

business that the silver advocate may not be able to charm much

longer, and confidence may return and American securities go

abroad in quantities sufficient to put off the evil day. But this is

uncertain, and apparently there can be no financial rest for that

country until new measures are adopted, based upon what the

majority of the world regards as honest and free from political

truckling to silver miners.

MR. FARWELL-Before proceeding, Mr. President, we should
express our appreciation of the address which you have given,
and ask that it be printed in the JOURNAL. I have much
pleasure in moving, if it is the customary practice, that some
recognition, at all events, be made of the very able address
which you have given, and of the very clear manner in which
you have reviewed tbe affairs of the past year.

The motion made by Mr. Farwell was seconded by Mr.

Fyshe.
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MR. THOMAS-I quite join with these two gentlemen. It is
undoubtedly an address with which we should be weIl satisfied,
and should feel proud before the country and before the world
that we have a gentleman presiding over us able to produce such
an address.

The motion was carried unanimously.
The meeting here confirmed the action of the Executive

Council in extending the Associate year from ist February to

3 oth june, and making the Associate dues payable on the ist
of july in each year.

The PRESIDENT again read the Report of the Executive
Council, for the benefit, as he said, of those who had not been
present at the morning session.

A discussion arose with reference to that portion of the
report relating to the issue of a legal tender note to be used by
the banks exclusively, and it was decided, on motion of
F. Wolferstan Thomas, that the Executive Coun cil should be
called together by the President at 9 a.m. on the 12th inst., to
consider the matter of the Special Legal Tender Notes.

A letter was here read by the Secretary from the Cashier
of the Citizens State Bank, Council Bluffs, Iowa, respecting
competition from express companies.

MR. THOMAs-I do not know whether what I amn about to
say is in order ; but the Bankers' Section of the Board of Trade
in Montreal has under consideration this question of the com-
petition brought to bear against us by the express companies,
who issue cheques payable at different points and are stepping
in to take the place of banks, which should enjoy the profits
arising from such transactions. I think, Mr. Chairman, it might
be a means of introducing a general discussion of the competi-
tion existing now in the Dominion. There is no doubt that the
public are benefiting at our expense. There is a profit in con-
nection with înland exchange, which should belong to the banks,
and of which we, with our injudicious competition, allow our-
selves to be deprived. If we could come to some decision and
bring some power to bear upon ail the banks to have them fail
into line, it should be done. I have not estimated what we lose,
but I should not be surprised to find, if an estimate were made,
that a great portion of the expenses of running a bank would
be paid, if we had our fair share of inland exchange. This is
just as live a question as that of the reduction of interest. The
two questions bear very strongly upon our profits. We are ail
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aware that the profits of the banks have been diminishing year

by year. The public perhaps have become better trained in the

understanding of banking; every little merchant or storekeeper
in the country knows what is the rise and fall of the money
market; they see what money is ruling at in England or else-

where, and they think that if money is quoted in the banks in

England at 2 per cent., it is absurd that they should be charged
6 or 7 per cent. for money. They view it only on their own

side. Then, from the folly of our own competition, we allow a

vast quantity of exchange business to be done for nothing. I
would therefore propose that we take up the whole question and

go into it with a view, if possible, of determining upon some

basis by which the sacrifice of our own interests can be done

away with.

MR. FARWLL-In my bank we only cash these express
orders upon payment of the regular commission ; but the ques-
tion is: Have they the right to carry on a banking business ?

The PRESIDENT-This question of competition is an ex-
tremely difficult one. There can be no doubt that every one of
us would like to improve our profits in this direction if we knew
how to do it. I would like to have the views of the Association
as to whether we should appoint such a committee. It will
entail considerable labor, take some time, and it may all come
to nothing. I rather think, however, considering the present
position of bank profits, that if we ever can do it we can do it
now.

MR. HAGUE-I do not need to waste a minute's time to
impress upon all of you that this is a very live question, and one
that is engaging the attention of every banker in the country.
Now, the difficulty is that we are all afraid of one another and do
not like to lose business. Local managers cry out against other
local managers, and so the affair goes on festering and festering
month after month and year after year. It is far easier to talk
about this matter than to devise a remedy that would work. I
would like to hear an expression of opinion about these express
companies. It does seem absurd to be playing into the hands of
our rivals ; and we should come to some agreement to remedy
this state of things even before we separate on this occasion. That
is a plain practical point upon which we might agree. With
regard to the other and larger question, it will require a great
deal of consideration, but it is high time we gave it consideration.
I can remember the time when the inland and foreign exchange
of a bank was expected to meet, and often did meet, the expenses
of the office. I think it would be a good idea to appoint a com-
mittee and let them go seriously to work about this and see if
anything can be done. We must at once take up the matter of
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express orders. I do not know whether we can stop it as a
matter of legality, but we can say that we will not cash them
for nothing.

The PRESIDENT-It would require an agreement to be
signed by the banks.

MR. HAGuE-That kind of an agreement should be arrived
at easily.

MR. FYsHE-In regard to the question at hand I may say
that we have long ago made a beginning in that direction in
Halifax. We have an agreement among the banks there
covering a part of the ground to which Mr. Thomas refers, and
particularly the commission on cheques from the outlying
districts throughout the province, and also the commission on
bills discounted. I do not see why similar arrangements might
not be made in Montreal and Toronto, and other large centres
throughout the country. I cannot give you the details of the
arrangement ; but the principle is that we will not cash cheques
for less than a minimum charge, and we have no difficulty in
getting it. The arrangement bas been in existence for two or
three years, and it also covers the rate at which we sell sterling
exchange.

MR. KNIGHT-Strange to say, the only little grievance
which we have originates with the banks north of us in their
objection to paying us as they should for services rendered.
Owing to your absurd reciprocal arrangements, by which one
bank consents to do for another all sorts of business for nothing,
we find that when we ask a very small fee for transacting busi-
ness for them they throw up their hands and say: " You don't
know anything down there. We can get this done for nothing
in such and such banks." Now, if you can succeed on the
question of interest, you can succeed in this; and if the com-
mittee appointed to deal with this will settle the question of
reciprocal arrangements between the banks, we will hear no
more of these complaints.

The PRESIDENT-I quite agree with what Mr. Knight says.
I might say a good deal on the subject, but I hope it will reach
the stage of going to a committee, where it will be thoroughly
threshed out. The trouble does seem to be owing mainly to
our reciprocal arrangements.

MR. WEIR-There are two questions with regard to the
charges on collections. There are the charges between the
banks, and the charges which the banks make to the public. If
we were to raise the charges between banks it would be an
advantage to some and a disadvantage to others. We would
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not get much money out of it ourselves. . I suppose a class
much interested are the large threshing and mowing machine
manufacturers, who send collections all over the country and
expect to have them made for nothing. We, however, have
declined to do that, and we charge now. It is just throwing
our money away, taking the trouble to send collections to these
farmers for these mowing machine manufacturers. We might
come to an understanding at once with regard to outside collec-
tions. It is a matter which can be dealt with, and I think it is
one which interests the whole of us at our branches. We
should charge each other one-tenth or one-eighth on small drafts.
We have to pay postage. If we charged in all cases, there
would be more justice in it than to have some of the banks doing
a great deal of work for some of the others. I know that our

agents complain a good deal of the rates which we have fixed
for other banks. It is sometimes discouraging to us. I would

be glad to see a higher rate placed. Some of us would lose and
some would gain, but I think it would be fairer to us all if we
had some arrangement. I would be glad to come to any arrange-
ment, if the committee would fix upon a rate.

MR. FARWELL-I think it is desirable that some uniform
rate should be established; and while our friends in the Mari-
time Provinces have a satisfactory arrangement, I think at the
same time if they came in and assisted in arriving at some
uniform scale it would be beneficial to us all. There is great
reason why they should, because they extend their branches into
this section of the country, and whatever business they do here,
of course it is on the same scale as the other banks are doing.
With reference to the collection of these small bills from manu-
facturing companies, I would say that so far as our bank is
concerned we always make a charge on them whether we collect
them or not. We do the same work, and even if they are
returned uncollected we exact a charge for them, and I think we
are entitled to it.

In addition to the collection charges on bills and drafts, I
think the committee should take into consideration the practice
which prevails to a great extent of crossing customers' cheques
payable at a central point at par, or giving customers the right
to do it. That is doing their collection business for nothing, and
it should be covered by this arrangement. I think it would also
be well to look into the question of charging a minimum rate on
any collections returned unpaid, or for procuring acceptances.
As to the express companies exceeding their powers in issuing
money orders, it would be well to have that inquired into, and
see if they have the power to do this. If they have, it might
be possible to introduce some amendment to prevent them from
continuing. 4
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MR. CouLsoN-The fact of the matter is we have been the
chief sinners ourselves, and have brought it upon ourselves
simply because we would flot consent to pay other banks for
doing our business. We want everything done for nothing in
these days. If you have to send to a man ten miles away, you
are supposed to do it for nothing. It is flot the public; it is our-
selves who are to blame, and it remnains with ourselves to
remedy it.

MR. McDoUGALL-Mr. Coulson's idea is that we should
commence by altering our own reciprocal arrangements, and
then agree on rates between ourselves.

MR. COULsoN-With reference to the express companies the
banks with whom they keep their cash accounts might cash
them at par, but the other banks should not.

The President havin g referred to a communication from
Mr. E. D. Arnaud, Of Annapolis, bearing on this question of
rates,

It was then moved by MR. HAGUE, seconded by MR. WILKIE,

"lThat a Committee of Banks be appointed to consider and
recommend to the Executive Council regarding the whole ques-
tion of minor profits in banking, looking to reforms of practice,
the committee to be appointed by the Executive Council for the
ensuing year." Carried.

MR. LASH, Counsel for the Association, here reported on
matters in regard to which he had been consulted.

Moved by MR. THOMAS, seconded by MR. HAGUE,
"lThat the Editing Committee and Corresponding Com-

mittee of the JOURNAL be re-elected for the ensuing year.-
Carried.

The meeting adjourned to the 12th September.

At the opening on the 12th, the President explained the
amendment which had been made to the report of the Executive
Council relating to the issue of legal tender notes by the Gov-
ernment.

The adoption of the report as amended and entered in the
minutes of these proceedings was moved by MR. HAGUE>

seconded by MR. WILKIE, and carried.
The President also explained that the Executive Council

had unanimously agreed upon the text of the proposed note, and
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had appointed a committee to see that legisiation is obtained if
such is necessary.

The election of officers for the ensuing year was then pro-
ceeded with. On motion a ballot was cast by the Secretary,
after which the serutineers reported the following elections:

HO0NORARY PRESIDENTS

Hon. Sir Donald A. Smnith, K.C.M.G., President, Bank of
Montreal

Geo. Hague, General Manager, Merchants' Bank of Canada

PRESIDENT

Thomas Fyshe, Cashier, Bank of Nova Scotia

VICE-PRESIDENTS

B. E. Walker, General Manager, Canadian Bank of Commerce
Duncan Coulson, General Manager, Bank of Toronto
D. H. Duncan, Cashier, Merchants' Bank of Halifax
G. A. Schofield, Manager, Bank of New Brunswick

EXECUTIVE COUNCILLORS

E. S. Clouston, General Manager, Bank of Montreal
F. Wolferstan Thomas, General Manager, Molsons Bank
H-. Stikeman, General Manager, Bank of British North

America
D. R. Wilkie, Cashier, Imperial Bank of Canada
Thos. McDougall, General Manager, Quebec Bank
W. Farwell, General Manager, Eastern Townships' Bank
J. Turnbull, Cashier, Bank of Hamilton
Geo. Burn, General Manager, Bank of Ottawa
M. J. A. Prendergast, General Manager, Banque d'Hochelaga

Messrs. E. Stanger and A. D. Durnford were named as
Auditors for the ensuing year.

It was moved by MR. HAGUE, seconded by MR. THOMAS,

and resolved :
"IThat the Executive Council take up the subject of extend-

ing the obtaining of crop reports to the provinces generally."

MR. Z. A. LASH, Q.C., read a paper on "lDissolutions of
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Partnership," and on motion Of MR. HAGUE, seconded by
by MR. PRENDERGAST, it was resolved:

IlThat a very warm vote of thanks be tendered to Mr. Lash
for his valuable paper just read, and that he be asked to permit
its publication in the JOURNAL of the Association."

MR. LASH consented to its publication.

MR. FARWELL, Manager of the Eastern Townships Bank,

read a paper entitled IlDeposit Stock."

The following discussion arose with reference to the subject

matter of Mr. Farwell's paper:

MR. HAGUE-Would you propose that these stockholders
should have any part in the governing of the bank ?

MR. FARWELL-NO, they would have no voice in the
management of the bank. The advantage which they would
have would be that they would get an increased rate of interest
without any double liability.

MR. HAGUE-The banks would have to have some Act of
Parliament to authorize themn to do that ; and we do flot want
to increase the rate of interest in one shape or other. How is
the demand of payment to be made, if you say there is to be an
exemption from the necessîty of keeping a reserve ? These
deposits must be demanded at some time or other, and I don't
see how, if they are to be deposits at ail, and demandable, the
obligation or necessity of keeping a reserve against themn can
possibly be obviated.

At this point Mr. W. C. Cornwell, delegate from the New
York State Bankers' Association, entered the room and was
introduced to the members by the President.

MR. FARWELL-I think in my paper I point out that they
are flot subject to withdrawal. You may sell your deposit share
the samne as you can seil your bank stock; and it is but reason-
able to suppose that if $6i,ooo,ooo of stock is marketable here
in Canada, that this other amount is also marketable. In fact,
the stock of the banks is sought after at rates which will only
pay an investor about four or four and a haif per cent. Why
would this stock flot be also saleable ?

MR. HAGU-It would practically be a sort of issue of
bonds.

MR. FARWELL-No, because a holder of deposit stock, if he
had io,oo shares, could realize on a thousand or a hundred.

MR. WILKIE-The suggestion of Mr. Farwell is not an
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original idea. I mean ta say it did not originate in England,
because in Toronto the building societies, the loan companies,
have followed this identical plan for several years. The Canada
Permanent have a large issue of permanent stock, which is
rnothing more or less than deposit stock. The other loan coin-
panies have followed its example. Should the banks, however,
enter on that class of business, would there flot follow just what
occurred in connection with the Australian banks ? Then,
again, would it fot be an inducement ta the best class of bank
shareholders-those who represent estates, and people of means
-ta part with their shares in the bank and place themn upon the
market, depreciate the stock, put it into the hands of speculators,
on accounit of the low rate of interest which they were obtain-
ing upon it. The better the bank, the lower the rate of interest
they now obtain upon their investment in stocks. Would
it not induce the holders of stocks ta dispose of them, and
invest the money in this particular security ? This, 1 think,
is a point which should be considered if the plan was ever
introduced.

MR. FARWELL-In answer ta Mr. Wilkie 1 would say that
I do not dlaim originality for my paper ; I have given the source
from which 1 got the idea. I was not aware that it was prac-
tised by the loan companies. This plan is, I think, upon an
entirely different basis than that of the Australian banks. With
regard ta the bank getting rid of the stock, they can get rid of
it by giving the depositor six months' notice, notifying him that
they will cancel this stock. They could also notify him, if the
rate of interest at which it was taken draps, that they woulc,
reduce the rate, and the depositor could refuse it, and the bank
in the meantime would be prepared ta pay the amount over
ta him.

MR. WILKI-Da you think it would be attractive ta per-
sons ta take that stock, if they had nat the power ta withdraw
it at any time ?

MR. FARWELL-It would be as attractive, and more so, it
seems ta me, than aur present bank shares. The double liability
at present no doubt deters a great many people from investing
in bank stock ; and certainly you are not allowed ta invest trust
funds in bank stock on account of the double liability. But this
1 would propose ta make available for the investment of trust
funds. These funds, as I point out, are now all drawn from
the channels of business. Under this proposed scheme they
would be left as an available part of the capital of the country,
which is desirable.

MR. THOMAS-I question that'it would be attractive unless
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the holder of the stock had some sort of power, bv giving
notice, that he could get it back.

MR. IFARWELL-If he chose to do so, he could have his
money by giving the bank six months notice. 0f course if a
bank had an equal amount of its capital in this deposit stock,
it wouid be a question whether the bank would notify ail of its
deposit.stock holders that it woLIld reduce the rate.

MR. THOMs-But a bank should flot be able to declare
preferences in favor of one over the other, 1 suppose. If there
were a million dollars, the bank would flot have the right to say
to certain persons that it was desirable that they would with-
draw their stock, and allow others to remain. You would have
to do it ratably, and that would cause a great deal of difficulty.

MR. FARWELL-It would if the bank were insolvent. Then,
the plan migbt be that you would notify ail the depositors that
you would reduce a certain amount on the whole of them.

MR. HAGU-I don't know how you are to have persons
who wiil be creditors and stockholders. The stockholders are
the debtors and the depositors are the creditors. Now, how you
are going to make a man a debtor and creditor at the same ti me
I cannot see.

MR. FARWELL-It is done by Act of Parliament. When
an Act of Parliament would state that it was legal for a hank to
issue this deposit stock, it would make it legal.

MR. THOMAS-It seems to me we attempted something like
this in connection with Molsons Bank some years ago. I think
it was a more attractive scheme than yours even. We issued a
deposit receipt with a coupon attached, bearing four per cent.
interest semi-annually, and with the expiration of the time for
which it was issued it became due and payable. We tried it for
a year or two, and I suppose we got iii about thirty or forty
thousand dollars. It did not seemn to take with the public, how-
ever, and we gave it up.

MR. FARWELL-During the whole of that time it did not
meet the difficulty. You are obliged to hold just as much reserve
against that class of deposits as you are to.day. It goes into
your returfis as so much on deposit, while this would go into
your returns as deposit stock.

MR. THOMAs-You are assuming a fixed reserve. Any
banker keeps a record of ail bis deposits whether they are time
or otherwise, and he can have a reserve to meet them.

MR. FARWELL-That would be ail right so far as the banker
is concerned, but not so far as the public is concerned.
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MR. THoMAs-One of the greatest safeties is that the
bankers know that they must pay their debts, and that if they
do flot tbey must close up.

MR. HAGUE-It seems to me to be a soheme of issuing
bonds. It cornes practically to that, and the only possible
practical form would be to authorize the banks to issue bonds.
I would like to ask Mr. Cornwell a question with reference to
the amount on deposit with the American banks which is free of
interest. Do flot the American banks have a much greater
amount free of interest than we have ?

MR. CORNWLL-I can only speak advisedly about Buffalo.
1 arn sorry to say in Buffalo we have two or three large savings
banks which pay a rate of interest which compels the banks of
discount to pay a similar rate. The result is a great deal of
competition for money at interest, and 1 fear the banks of Buffalo
have probably a very large proportion of interest-bearing money.
1 imagine that the proportion is very nearly two-thirds of their
deposits and possibly three-fourths. As to what the general
rate is throughout the United States, I am flot sure. The rate
paid in Buffalo is from three to four per cent., which is about
the Canadian rate.

MR. THOMAS-IS it not the case that in some of the Western
States they even pay a higher rate for money on deposit ?

MR. CORNWLL-Yes, in the very far West. There the
rate they can obtain for money is something phenomenal at
times, and consequently they pay higher rates than we do.

MR. THOMAS-I must say Mr. Farwell's scheme does not
strike me with a great deal of favor, yet we ought to be exceed-
ingly grateful to him for the suggestion, and it would he well to
refer it to the Executive Council to discuss the matter later on.

The PRESIDE-NT-I think we have had a goo d deal of dis-
cussion regarding Mr. Farwell's paper, and we owe a great deai
of tbanks to any one who puts a paper before the Association
which creates profitable discussion. I am sure the value of bis
suggestions bas not been lost upon any of us, and the proposai
bas been made that the matter be referred to the Executive
Council, of which Mr. Farwell is a member, and at any time
during the year the matter may be discussed again.

MR. FARWFLL-Before closing, I would say that I brougbt
forward this matter with a great deal of diffidence. I had no
expectation that it would be adopted ; but it really strikes
me as sometbing we migbt consider, and later on it migbt recom-
mend itself to our Association.
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On motion, the subject of Mr. Farwell's paper was referred
to the Executive Council for later consideration.

Mr. Knight proposed that the incoming Executive Council
take into consideration the question of members of the Associa-
tion applying to the solicitor of the Association for legal opinions
on points affecting their interests or of submitting legal opinions
obtained from their individual solicitors, and of setting aside a
certain portion of the funds of the Association as compensation
for the services which the solicitor would thus render.

The President said that if the Association approved of Mr.
Knight's suggestion, it might be well for the Executive to con-
sider the relations existing between the solicitor, Mr. Lash,
and the Association. He did not consider they were on an
equitable basis at present, and the Association no doubt tres-
passed a good deal on his good nature.

It was moved by MR. WEIR, seconded by MR. WOLFERSTAN
THOMAS:

" That it be a recommendation to the Executive Council to
name a sub-committee to interview the Dominion Government
with a view to obtain a reduction in the rate of interest paid on
Government and Post Office Savings Bank deposits to three per
cent." Carried.

The President laid on the table a telegraphic code for the
special use of bankers, prepared by Mr. Snyder, of the Traders'
Bank, North Bay, Ont., and suggested that the Executive
Council name a committee to examine the code.

It was decided that the Executive Council should name a
committee to consider the advisability of adopting or otherwise
dealing with the cipher code submitted by Mr. Snyder.

MR. WILKIE-The sad duty has fallen to me, though I am
quite unprepared for the task, of moving a resolution of condo-
lence to the family of the late Mr. Stevenson, and of apprecia-
tion of his services to this Association and the banking interests
of Canada, and also, I might say, to the people of Canada.
He served this country in various capacities for a number of
years. He was a volunteer during the Rebellion. He was an
officer connected with the Commissariat Department. He was
a public servant in Ottawa; and as a banker he has had, I think,
more to do in framing the banking ideas of this country over a
long period of years than any of us here have had the oppor-
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tunity of doing. Moreover, hie has had in his hands during his
lifetime the training of rnany rnen-I arn speaking now from
what 1 had an opportunity of, seeing myseif. He did it with a
most laudable objet-that is to say, hie did it with a view of
improving the employee hirnself. He had the interest of the
ernployee at heart at ail times. He would go out of bis way
witb a junior clerk to assist hiîn in writing a letter, in expressing
hirnself properly, and hie was always ready with bis pen, bis
library, and bis bouse, to assist those who were under hlm in
educating tbernselves, flot only in banking, but in literature
generally. 1 can speak also of bis bospitality, wbicb extended
at ail times to flot only tbose wbo were imrnediately in bis own
circle, but to strangers wberever tbey might corne from. As a
banker we know bis success. 1 bave a vivid recollection of tbe
first day hie becarne manager of the Quebec Bank in 1865. The
banks in this country at that tirne were flot in the saine position
as they are to-day. They had not tbe extended ramifications
wbicb tbey have to-day ; they had not tbe large reserves wbicb
tbey bave to-day; and they had flot the liberty of action wbicb
tbey bave to-day. Mr. Stevenson took bold of tbe Quebec
Bank wben it required a strong band, and bie brougbt it to the
position wbicb it occupies to-day as one of tbe most successful
institutions in the country. I was fortunate in being in Quebec
last November, and in visiting birn a few days before bis deatb,
flot tbinking at the timne tbat he would be rernoved frorn us so
suddenly. Altbough lying on bis back suffering pain, hie was
tben busy writing out a bistory of one particular stage of bank-
ing in this country. I hope bie was able to conclude these
labors; for it seerned to be tbe ambition of bis life to conclude
these labors before being called away. Altbough be was con-
scions of bis danger, conscious of approacbing deatb, bie was
flot aware it would corne s0 suddenly. 1 may say, bowever, hie
was quite prepared for wbatever might bappen. Altbougb
deatb was written on bis features at tbe tirne, yet bie faced it
nobly; and I arn quite sure tbat if we follow in bis footsteps we
will be able to meet it as be did. 1 now move the following
resolutions:

IlThat tbe Members and Associates in annual session bave
great cause to deplore tbe death of James Stevenson, Esq.,
General Manager of the Quebec Bank, wbo, for a short season
beld office as an Honorary President of the Association:

"lThat the Association regards the lengthened career of the
deceased as affording a worthy example of a life made useful not
only in bis own professional sphere, but in the community at
large:

"That bis character and bigh attainments present a model
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for our imitation, and that in condoling with the relatives of the
deceased and with the directors of the Quebec Bank, this Asso-
ciation desires to testify, as well to its high appreciation. of the
value of the contributions of the deceased to the banking litera.
ture of the country:

"That bis name be held in affectionate remembrance, andthat a copy of these resolutions be transmitted ta the family of the
deceased and to the institution of which he was chief executive
officer."

MR. McDOUGALL-I will flot add ta the words said by Mr.
Wilkie; but as Mr. Stevenson's successor I desire ta record my
thanks for the manner in which be bas spoken and for tbe reso-
lutions.

Mr. Thomas and Mr. Hague followed witb remarks eulo-
gistic of tbe late Mr. Stevenson, and the resolutions were put
and carried.

On motion it was decided to recammend ta tbe Executive
Council that the annuai meeting ifl 1896 be held in the City of
Ottawa during the Iast week of August or the first week in
September, in any case prior to tbe close of the raiiway excur-
sion season.

Moved by MR. FYSHE, seconded by MR. PRENDERGAST, and
resolved:

IlTbat tbe tbanks of this meeting be and they are bereby
tendered ta tbe Quebec ban kers and citizens, ta the President
and Committees of the Union and Garrison Clubs, ta the Quebec
Amateur Athletic Club, ta the Commodore and Committee of the
Quebec Yacht Club, and ta tbe Rector and Gentlemen of Lavai
University for their united kind bospitality during aur visit ; ta
the Hon. Mr. Cbapais and other members of tbe Government
for placing tbe Legislative Council Chamber at aur disposai for
the purposes of aur meeting, and ta S. S. Hall, Esq., Gentleman
Usher of the Black Rod, for his kind attentions."

MR. HAGUE baving been asked ta take the chair, on motian
Of MR. COULSaN, seconded by MR. FYSHE, a bearty vote of
thanks was tendered, ail standing, ta Mr. Walker, the retiring
President, for fris efforts to advance the aims and abjects of
tbe Association during bis term af office, and for bis able con-
'duct in the chair.
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MR. CORNWELL, delegate from the New York State Bank-

ers' Association, added his congratulations, and after a short

response from Mr. Walker,- the proceedings of the Fourth

Annual Meeting were declared closed.

THE BANQUET

The Association's annual banquet was held under the

auspices of the banks having their head offices in Quebec city,
at the Chateau Frontenac, on Thursday evening, 12th Septem-

ber. The President, B. E. Walker, officiated as chairman,
and among the guests, who numbered about 150, were the follow-

ing: Admiral Erskine; Sir Napoleon Casault, K.C.M.G., Chief

Justice of the Superior Court; Hon. Mr. Justice Andrews;
W. C. Cornwell, delegate from the New York State Bankers'

Association; Hon. P. B. Spence, United States Consul; Hon.
Louis Beaubien, Commissioner of Agriculture; Hon. H. G.
Joly; Hon. P. E. Leblanc, Speaker of the Legislative
Assembly; Hon. L. P. Pelletier, Provincial Secretary; Sir

A. P. Caron, K.C.M.G.; Hon. Mr. Justice Routhier; Hon.

L. O. Taillon; Hon. Mr. Justice Chauveau; Hon. T. C.
Casgrain, Attorney General; Hon. Thomas Chapais, Speaker
of the Legislative Council; Z. A. Lash, Q.C.; R. R.

Dobell, etc.
Responses to toasts were made by the following gentlemen:

Col. Spence and W. C. Cornwell, " President of the United
States"; Admiral Erskine, K.C.M.G., "The Army and Navy
and Local Forces"; Sir A. P. Caron and Hon. L. O. Taillon,
"The Parliaments of the Dominion and Province"; Geo.
Hague and Hon. L. Beaubien, "Our Material Resources ";
Hon. Mr. Justice Routhier, " The Learned Professions"; Hon.
T. Chapais and Dr. Stewart, " The Press."

A transcript of these responses is available only in
three instances. These three, however, were important and
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well considered utterances, and a report of them is here
given;-

"THE PRESIDENT 0F THE UNITED STATES"

SPEECH 0F MR. W. C. CORNWELL

Lt is rarely that a speaker is SQ happily fitted with a
subject as I feel myseif to-night to be, for if there is one toast
above another that a banker and a business man from the
United States would rather speak to at this time it is "lThe
President." I say "lat this time," for for two years past the
fortunes of the entire cornmunity have hung upon the courage
and wisdom of the Executive, and ail eyes have turned to him
to see that the honor of the nation was preserved and that the
delicate commercial fabric was held aloof from complete
destruction.

I speak to-night entirely outside of politics, although myseif
a Republican. In the clear sunlight of business, politics
become cobwebs.

During the eventful period since the panic times of '93 twogreat crises have developed in the United States, and in both
of these Mr. Cleveland proved himself to be fully equal to the
demands made upon him. In the first, sturdy determination
and staying courage were needed; in the second, prompt
decision, skilful financîering and aggressive bravery of action.

The period during which the silver purchase repeal was
taken up was the turning point in the nation's career from bad
to good finance.

The long, weary struggle of that time brought out in alI
its hideous proportions the dangerous unfitness of politicians ta
control the machinery of commerce. Wicked delay was pro-
tracted almost indefinitely by the stubborn selfishness of the
Senate, when factory after factory was closing and hunger and
winter were impending.

How stood the President then ?
We who watched that struggle from day ta day remember

the terrific pressure brought to bear upon hima ta yield to com-
promise with the selfish interests of the silver men, and how
bravely he withstood every wile, and how, through his manly
insistence upon unconditional repeal, the enemies of honesty
were at last compelled to surrender. Unawed by threats of
enemies, unmoved by the entreaties of political friends, unbiased
by fears of party dissolution, with mind made up as to what was
right, he stood in the breach, almost alone at times. Had it not
been for bis indomitable will, who can say what the result would
-have been ? When the happenings of those times have
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crystallized into history, the name of Grover Cleveland will
shine out clear as the hero of the hour, the man whose courage
stemmed the tide of shifting compromise, brought to naught the
craft of trimming politicians, and saved the cause of honest
money.

From that time on the faith of the business men, irrespective
of political preferences, waîs firmly fixed in the President.

Then came another emergericy. The bard times of '94
were dragging slowly on. We had stopped buying silver, but
the great mass already accumulated lay, a sodden weigbt, upon
the delicate machinery of credit. One tbousand millions of cur-
rency were depending for redemption upon a siender thread of
gold, and witb expenditures exceeding revenue, the eyes of the
careful and wise were fixed upon the shrinking gold reserve.
The President had declared repeatedly that the Government
would redeemn in gold every obligation payable in coin. But stili
the reserve sank. An issue of bonds for gold was made, but the
gold was no sooner turned into the treasury than it began to
pour out again as through a sieve. The demand for it came
from hoarders at home and investors abroad. Europe was
becoming distrustful. The free silver men were insisting that
coin in the bonds meant silver-repudiation of fifty cents on the
dollar of debt. They were breaking the credit of one of the
ricbest nations in the world. Daily statements were published
in the newspapers of the millions of gold taken from the treasury
and shipped abroad. Another issue of bonds was made, but
the gold from these went out faster than before. The President
was struggling bravely alone-opposed vehemently by his own
party-the opposite party glad of the rupture, and helping it
along-the Populists and silver men doing their best to defeat
honest money. Congress resolutely refused to accede to the
urgent message of the Preside'it asking for bonds payable in
gold.

In January, 1895, the situation became critical. Every
day the balance of gold in the treasury had become smaller and
the demand larger. There was a run on the treasury, and
scarcely three days' supply of gold left. Unless help was
promptly forthcoming, obligations must be dishonored. We
were within 48 hours of slipping upon a silver basis-on the
eve of a terrible panic, to be made deadly by the snapping out
of circulation of six hundred millions of gold.

At this juncture the President's rare common sense and
good judgment came to the front. He called to his aid two of
the most able and powerful bankers in the United States, Mr.
August Belmont and Mr. J. P. Morgan. Through Mr. Belmont
the Rotbschilds, the greatest, bankers in the world, were
interested. A purchase Of 3,500,000 ounces of gold, to be paid
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for in bonds, was made. By a stroke of financial genius the
responsibility of making the bonds high-rate and low-priced if
payable in coin, or low-rate and high-priced if payable speci-
fically in gold, was thrown upon Congress. That body threw
away the priceless advantages of the latter course, and in
senseless anger disgracefully voted down a plain business propo-
sition, which would have saved sixteen millions of dollars to
the taxpayers.

But the transaction was completed. The honor and credit
of the nation were threatened before the world, and had been
saved by the President. Upon public announcement of the
contract, withdrawals of gold ceased, and gold which had
already been taken out was returned to the Treasury. The re-
serve was gradually restored, confidence began to increase,
business slowly to revive and prices to advance.

And so once more our President proved hiimself the man for
the hour.

When the silver heresy, which we all supposed dead when
the purchase clause was repealed, began a few months ago, to
writhe and wriggle again, like a snake whose head has been
crushed, but whose body continues to lîve till sundown-when
this phenomenon exhibited itself Mr. Cleveland sounded once
more the cail to battle, defined the issue as one between the
honest gold standard and silver monometallism, and sent his
lieutenants west and south to pierce the body of the reptile.
Three sturdy killing blows were those of Carlisle in Kentucky.
The snake is now in its Iast gasps, and its carcase will be swept
away in the rush of returning prosperity.

You are familiar with the history of trade in our country
for the last few months, and how the efforts of the syndicate
have restored confidence, and prosperity is coming. There has
been some idea that October might mark the termination of the
syndicate's good work, but there is no certainty of this. That
President who made the splendid bargain of February can and
will make (perhaps already has made) another equally good.
0f this we are certain, that as long as God spares his life he
will maintain the faith and honor of the country, and will bu3 '
all the gold of South Africa if necessary to do it ; and 50 we are
sure of the situation, flot only until October, 1895, but until the
4 th day of March, 1897.

Instead of the threnody of woeful idleness of a year ago,
we hear to-day in our land the hum of whirring wheels-re-
surrected industry chanting the psalms of peace and plenty.

In Canada and in England you have crystallized in anthem
that hope for the long life and prosperity of the grand woman
who has for so many years upon the throne of Great Britain
made sovereignty and womanhood both glorious-the hope,
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which is the prayer of the people-" God save the Queen." In
our own country there has grown up in the hearts of the com-
munity, and especially in the homes of the wage-earners, grati-
tude for work resumed and wages increased and happiness
restored ; gratitude to one man, whose firm hand and stout
heart, divinely guided, have stayed the avalanche. And the
gratitude has framed itself into a. prayer in the hearts of the
toilers of America-a prayer similar to yours ; it is " God save
the President."

"OUR MATERIAL RESOURCES"

SPEECH OF MR. GEORGE HAGUE

In speaking of the resources of the Dominion of Canada,
I must first endeavor to correct some well meant but much
mistaken representations. that have been made upon the
subject-which representations, though apparently advanta-
geous and flattering to our national pride, are capable of
being used, and indeed are constantly used, much to our
discredit and disadvantage. Nothing is more common in
speaking of our resources, than to refer to the vast extent of
our territory, and the immense number of square miles that each
of its provinces comprises. This very Province of Quebec, for
example, has an area larger than that of Great Britain. Ontario
is bigger than the whole of France. While Canada as a whole
is sometimes enthusiastically described as having far more terri-
tory than the whole of the United States. All of which is un-
doubtedly true, so far as mere measurement in square miles
concerned. But taken by ilself, and apart from further informa-
tion and explanation, it only leads to very embarrassing ques-
tions and very humiliating conclusions. For if our territory is
as large as that of the United States, and on the same con-
tinent; and if, as is true, the exploration and settlement of the
two regions began nearly at the same period, the question
inevitably arises: Why then have you made so little of all those
resources hitherto ? Why is your population only one-tenth of
that of the United States ? And how is it that your trade,
commerce and realized wealth presents such miserable figures
alongside your great neighbor ? What is the matter with you ?
What has been the matter with you during the last 200 years ?
And an observer, especially from the United States, would be
much inclined to one of two conclusions, or perhaps both.
Either that we were a slothful, unenterprising, easy-going and
non-progressive set of people, or that if not so naturally, these
effects have been produced by the blighting influences of
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monarchical institutions. And in truth this is very much the
course of thought both on this side of the Atlantic and the
other. It is a fixed conviction of the people of the United
States that Canada is slow and backward; and one constantly
hears it ; people don't argue about it, it is a sort of axiom ; it is
taken for granted. And British opinion on the subject is very
largely taken from the United States sources, besides which they
have the evidence of the immense volume of trade with the one,
as conipared with the relatively small figures of the other. All
which is founded upon these most irrational and misleading
statements about the area of our respective territories.

Now, it will be evident on the smallest consideration, that
statements about square miles of territory are absolutely value-
less, unless the character of the territory itself, the nature of its
soil, and capacity of production, are put prominently forward.
Take for example what we see around us in this grand old
capital city ; a narrow strip of beautifully cultivated country
stretches before us on looking northward, then arise a series of
forest covered mountains, which mountains stretch away and
away for scores and hundreds of miles with a mere fragment of
arable or improvable ground, as far as the regions of eternal ice
and snow around the Pole. Pursuing our course down the
magnificent and expanding St. Lawrence, these mountains
come to the very edge of the river, leaving not a single
mile of territory susceptible of cultivation or habitation.
A good deal of the same development is observable on
the south shore; only a small, narrow slip is susceptible of
cultivation, and you soon come to the region which must for
ever remain in a state of wilderness and forest, inasmuch as it
is incapable of being turned to any other uses. Yet all these
vast stretches of uncultivatable territory, mountainous and
forest clad, where no industry can possibly be carried on but
that of the lumberer, the trapper and the hunter, are in-
cluded in any statistics of the extent of the provinces; and
people taking these statistics, who are ignorant of the realities
of things, make foolish comparisons, and say that we have so
many square miles in Quebec, and so many square miles in
Ohio or Illinois, and say if these States produce so many
millions of bushels of wheat, corn, cheese, cattle, and what not,
all owing to their energy and industry, what a miserable set of
people they must be in Canada, who from the same area do not
produce a tenth part of the returns. The same remark applies,
also, to a considerable extent, to Ontario. There are enor-
mous regions comprised under the name of Ontario that are
uncultivated, and uncultivatable, that must remain for ever a
vast region of rock and forest. In fact, the greater part of the
mere mileage of these older provinces represent what must for-
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ever be a natural wilderness. And these remarks might be
extended also to Nova Scotia, New Brunswick, to the North-
west, and to British Columbi a. The enormous territory that
some people so ignorantly speak of is only available in certain
parts and to a certain extent.

1 make bold to say, and I will challenge proof to the con-
trary, that Canadians have made f ully as much, if flot more, of
the available resources of their territory so far, as the people of
the United States. 1 say that of such regions, and they are
very large indeed, that are susceptible of clearing and cultiva-
tion. We have cleared and are cultivating, and have developed
out of what was wilderness within the memory of man, great
regions covered with ail the appliances of civilization. Roads,
bridges and steamboats, and railways, farms, farmi houses,
orchards and gardens, villages, towns and cities, which we are
not ashamed to put alongside of the samne things either in the
United States or in any country in the world. But it would be
just as absurd to expect the mounitainous region of the Adiron-
dacks in New York to grow as much wheat and as fine crops
as the best portions of Ohio or Illinois, as to expect the vast
mountainous regions of our northern territory to become the
bouses of civilization, and exhibit ahl the developments of
advancement and progress. Canadians cannot be twitted with
being slow and unprogressive, and that our formn of government
has not been a blight upon our energies, can be denionstrated
by a very brief statement of facts. The whole settlement of
what is now Canada, and the oniy possible avenue of settiement
up to the time of the conquest, was by the St. Lawrence River
and waters borderîng upon it. Instead of a great stretch of
Atlantic coast running from Maine to Georgia, with scores of
great rivers debouching up into it, and up which the tide of
setulement flowed in vast quantities, we had simply the St. Law-
rence river and the thin strips of land bordering the Gulf of
St. Lawrence and the Bay of Fundy. Up to the time of the
Arnerican revolution, about two hundred thousand people had
corne and settled on the edge of the waters, Montreai being
then almost the farthest bound of civilization. The United
States (comprising ail New England, New York, Pennsylvania,
Maryland, Virginia, Delaware, North Carolina, South Carolina,
Georgia), more accessible, more productive, and up to that time
far exceeding in natural resources, had corne to have a popula-
tion of about three millions.

Now, we will take that as a starting point, for that is the
only fair starting point when comparing the commerce of the
United States and Canada -3,000,000 of American people with
all these enormous and valuable territories in their possession
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started on a career of business advancement and civilized
development, whiie far away to the north, these 200,000 people
thinly scattered over regions infinitely more sterile and inhospit-
able also, commenced their existence under the auspices of the
British Crown. One hundred and twenty years have elapsed,
and what bas been the fate of each of these companies of peo-
pie ? The three millions of United States people have become
6o,ooo,ooo, the increase being twenty fold. The 200,000 of
Canadians, partly French, and partly English in origin, have
become 5,000,000, the increase being twenty-five fold. We have
increased more rapidly in population. Instead of being slow
and unprogressive, we have increased at a greater rate than our
neighbors. it is impossible to make any comparison with regard
to trade, commerce, value of products, or what not, for the saine
period, and 1 merely make the comparison in order to show the
great folly of estimating our country by its mere mileage, and so
laying ourselves open to most undeserved reproach. We have
flot the samne kind of territory in many respects as our neigh.
bors, but of such resources as Providence bas given us, we have
mnade the very best use. And to prove that we are not a slow,
unprogressive and unenterprising people, but a people of rapid
growth and extraordinary development especially during the last
5o years-I will put a few figures which are taken from statistics
that can be relied on. I say that can be relied on, and I will
try to make a right use of them. It was Lord Palmerston, I
think, that once said that Il nothing told so many lies as figures,
unless,"' he added humorously, Ilit be facts."' Now the figures
and facts I am about to give you are reliable, and they de-
monstrate two things.

First : That Canada forty years ago had a large amount
of undeveloped resources, and the next, that during that time
we have developed them to a very surprising degree. We have
had banking returns published by our Government for about 4a
years. These returns are reliable beyond question. Now what
do these returns tell us ? They tell us that the whole of the
saviflgs of the people of Canada deposited in banks of ail kinds
amounted to $i5,ooo,ooo. These deposits now amount to
$27o,ooo,ooo I-an astonishing development indeed, you will say.
For bear in mind, that these figures are flot swelled with
enormous sums deposited by the people of England in our
banks, as was the case with Australia. These $270,000,000
belong to the people of Canada, and whence has it corne?
What bas it grown out of? What bas been the origin ? The
$ 15,000,000 was ahl that the people had saved up to that
time out of their labors in developing Canadian soil, Canadian
forests, Canadian mines and Canadian fisheries. And now we
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have pushed our cultivating of the soul, our clearing of the
forest, our creation of farms, our development of mines and
fisheries, and of manufactures, tili the fifteen millions have
grown to two hundred and seventy millions in forty years!
the whole increase representing what has been drawn out of
this territory, which was once thought to be Ilonly a few arpents
of snow !" It is apparent that the increase in wealth in Canada
has been more than ten times as much as the increase in popu-
lation. Take another set of figures: the loans and discounts
of the banks forty years ago were about $3o,ooo,ooo. They
are now $2o2,ooo,ooo. Now what do these figures represent ?
They very largely represent the stores and stocks of all sorts of
merchandise, both imported and produced in the country, and
being subjected to the processes of commercial development.
The business of our merchants, traders and manufacturers has
developed in forty years to such an enormous extent as is re-
presented by the change fromn thirty millions to two hundred
millions!1 Now, as the population has increased during the
samne period in nothing like the samne proportion, it follows that
the population of Canada now, man for inan, woman for woman,
is possessed of enormously more money than it was forty years
ago, and does enormously more trade than it did forty years
ago, all of which demonstrates that the people of Canada
during the last forty years have not been slow and unpro-
gressive, but have progressed at an astonishîngly rapid rate,
and their power of making money, accumulating wealth, and
increasing business, in fact in developing to the very highest
point the opportunities placed around themn, in cultivating the
soil, felling the forest, delving the mine, fishing in lake and sea,
and turning every resource of the country, both natural and
artificial, to the very best advantage. I say ahl this demon-
strates a progression which, if ever paralleled, we should like
to hear of.

There is, however, another aspect of this matter. In
addition to the large expansion of the discounts of banks, which
demonstrate an enormous increase in the mercantile business of
the country, there bas also been even greater development in the
business of the companies who lend money on mortgage. Now,
in nothing has there been greater misapprehiension than in the
bearing of these mortgages. They are supposed to be an
indication of backwardness and of poverty. 1 will try to show
you they are nothing of the kind. When landholders in a
country like England, that was improved to its utmost develop-
ment hundreds of years ago, borrowed money on their estates,
as they often have done, to make up for the extravagant
-expenditure they have carried on, nothing can be clearer than
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the fact that the mnortgage is an indication of povert-. But it
is entirelv different in a country like Canada, where there has
been a constant process of creating property out cjf a wilderness
of woods and forests. Almost the whole of the work of turning
these immense stretches of forest into farms and valuable
remunerative properties, has been by borrowing money on mort-
gage, and the properties that have been created are well known
to be worth vastly more than the money borrowed on them. I
speak, of course, in general terms, making allowance for par-
ticular exceptions. It is well known that these loan companies
neyer lend more than haif, and in very many cases only one-third,
of the value of the properties they lend upon. Taking that a,;
a basis, let us see to what resuit it leads. The whole of the
loans by mortgage companies forty years ago was about
$ 3,000,000. That would represent properties worth from
$ 6,ooo,ooo to $8,ooo,ooo. In addition to that I have no doubt
that some of the bank discounts were at that time represented
by real estate, probably $4,ooo,ooo or $5,ooo,ooo. That would
make a total of about $8,ooo,ooo loaned on properties and
representing a value of about $2o,ooo,ooo. What is the con-
dition now ? According to the latest returns of the companies
they have loaned on property the sum of $1îo,ooo,ooo, wbich
represents a value, ail created during the last forty years out of
the wilderness of our forests and woods, of $25o,ooo,ooo. The
surplus, over and above encumbrances, of these properties forty
years ago, was about $ 12,000,ooo. The surplus now is
$14o,ooo,ooo, ail of wbich is owned by the inhabitants of this
countr 'y, as indeed is more than one-haîf of the money loaned
itself. But putting that aside, it is evident from these returns
of the mortgages, that properties to the amount of about
$ 250,000,000 have been created out of what was formerly a
wilderness, an evidence of the truth of what used to be
claimed of Canada, that it was a country of great future
resources.

But now you are ahl wondering, doubtless, why nothing
bas been said about our great North-West. Well, a great deal
of nonsensical talk has been indulged in about that, too. Some.
people have said, why couldn't Canada have occupied these
vast prairie regions as soon as the United States did theirs ? for-
getting that the prairie regions of the United States were a
thousand miles nearer than those of Canada are, that they
directly adjoined the great cultivatable regions of the older
Western States, and that the wave of emigration met with no
obstacle whatever in going over from the cleared lands of Ohio,
Indiana and Kentucky to swarm over the great plains of Illinois,
Nebraska and Kansas. There was no obstacle whatever in the-
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way. But think of the obstacle in our way. Nearly one
thousand miles of rock, woods and mountain, thoroughly im-
penetrable in former times. It used to take Sir George Simpson
nearly six months to make the journey from Montreal to Fort

Garry, where Winnipeg is now. How could any emigration,
by any possibility, surmount obstacles like that ? The country
could only be opened up when the settlement of the United
States approached the borders of our own territory, and when
men could pass through by rail and river, proceeding from the
older States through Minnesota and Dakota, to our own prairie

regions. But we have got a Pacific Railway now, you will say.
Undoubtedly we have. But all settlement of new countries pro-
ceeds in waves of population, and the larger the wave of con-

tiguous population the larger the emigration will be, and vice
versa. For it is a law of emigration that those who are already
settled in a new country are the persons who draw others after

them. Now, for the last twenty years you have had a drawing
power exercised by forty or fifty millions of people against the
same power exercised by four or five millions. That is the real
reason why a settlement of our North-West has not been more

rapid. But don't let us delude ourselves by estimating progress
merely by the growth of population. There cannot possibly be
a greater fallacy. Taking the development of production, there
has been as great a growth in our North-Western prairies as
there was in the prairies of which Chicago is now the centre in
former days, and as it has been demonstrated that the country is
one capable of almost every kind of agricultural development,
and as there are millions and millions of acres of it in the state
of nature at present, one may forecast, without claiming to be
a prophet, a development in the future on quite as remarkable
lines as has been seen in the past.

Now I think I bave said enough regarding a great
subject. One might make a speech about it as long as the
Finance Minister's in introducing the Budget, but you cannot
stop here until daylight. I have just indicated a few leading
thoughts. Doubtless your own intelligence will enable you to
follow them up. I think I have demonstrated two or three
things: i. That the development of this country cannot be
measured with any sort of accuracy, by the extent of its mile-
age and the growth of its population. 2. That the develop-
ment in the shape of savings and of increased business during
the last forty years, bas been simply phenomenal and in a ratio
enormously in excess of the increase of population. 3. That
we have made the very most of such resources as Providence
has placed within our reach. 4. That we have all reason, in
spite of all drawbacks, to be most hopeful about the future of
our country.
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"OUR MATERIAL RESOURCES"

SPEECH 0F HON. L. BEAUBIEN

Mr. President, permit me to tell you with how much
pleasure we have heard you speak of what we ail hold so dear
-our traditions and our history. You have read the latter-
and we are glad of it. More than this you freed yourself of the
rigid form of the financier and spoke with a poet's inspiration.
You have rendered hornage to ail the giorious traditions of thîs
old city of Quebec, the cradie of our people. You appreciate
them like us and with us. In a word, you are one of us both
in the present and in the storied past. We weicom-e you to
them ail. You have the heart to understand, as well as the
brilliant speech to express. The speeches this evening have
been on broad lines. With representatives present from the
Dominion, from Great Britain and from the United States, this
could not but be the case. I arn called upon to address you as
representing this province. Pray bear with me then if 1 some-
what restrict the field of my remarks and speak only of matters
relating to the province. I have to dwell on our matex hi
resources. I find them, gentlemen, described in your speecheý,
in your reports to your shareholders. I might content mx'seif
with quotations to show you that these resources are considex -
able, and that Providence has been generous to us in the distri-
bution of bier gifts. For the whole lengthi of the majestic St.
Lawrence we have the most fertile lands in the Dominion, with-
out any disparagement to the great Province of Ontario. The
chain of the picturesque Laurentian mounitains furnishes uis
with those admirable pastures that will assure long success in
our great dairy industry. Do you remem ber how, two vears
ago, when the storms of financiai disaster beat on the shores of
neighboring lands, and when we feared a like fate for ourselves,
after scrutinîzing with attentive eye the financial horizon, and
consulting the resources of the country, you declared to us that
we could face the tempest ? What a splendid euiogy you then
made of our materiai resources. Outside ail gave way, inside
ail remained firm and upright. The dairy industry, said Sir
Donald Smith, the President of our great bank, distributed
wealth at an opportune moment through the country. The Il le-
giving influence of cash business, originating in the humble
dwelling of the farmer, gradualiy, surely and efficaciously made
itself feit throughout the whole system, sustaining people's
courage and assuring ail transactions. Then, in your speeches
and in your reports giving testimony to the truth, you deciared
one after another that our fifteen hundred butter and cheese
factories had saved the situation, and your statements were
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quite true. 1 would flot thus express myseif if 1 had flot the
opinion of others to back me up. We have then, in our dairy
industry, an immense force and material resource. And how it
grew as it enlarged ail the time! It is now four years since, in
189i, we had in ail 722 butter and cheese factories. To-day we
have 1453, or over double that number. This year we will seil a
millon dollars worth of products of the dairy industry more
than last year. The production of butter and cheese in 1890
and 1894 compare as follows:

1890
Lbs. Value

Cheese made.................. 23,626,95o $2,362,595
Butter made ................... 2,779,668 555,932

1894
Lbs. Value

Cheese made.................. 5S,i
8
0,

6 9
6  $5,5i8,069

Butter made ................... 7-704,172 1,540,834

An increase in value Of $4,140,376, in the production of
1894 over that of i890. As the operations become more re-
munerative the farmer makes improvements. Everywhere old
methods are being discarded and meetings are being called to
discuss the best methods of instruction. But figures again, for
that is what is necessary to prove to you that in the province
people have effectually enibarked in the way of progress.
Public men, bishops, curés, and even the people of the cities,
ail wish to take part in the movement. Four years ago we had
73 agricultural societies. To-day we have 6oo. Then we had
7,000 subscribers to <>ur agricultural journal, now over 50,000.

Then we had biardly 2c, pupils in the agricultural schools; now
we have 125. The clergy itself bas undertaken to find pupîls,
and is doing the good work weil. Already two immense meet-
ings, presided over by His Honor the Lieut.-Governor and by
the Archbishop of Montreal and the Bishop of Three Rivers,
have been held to urge the farmers to send their children to the
agricultural schools. On ail sides the appeal meets with a glad
response, and now, praise be to God, agricultural instruction is
quite a la mode. There is no encumbrance in the noble pro-
fession of farming. There will always remain the genexous soul
for our young people-always an assured quiet and happy
future on the soil of one's country. There will be no more

eMigration, no more exile, the nation preserving ail its strength.
We are about to create another resource in the exportation of

fresh butter. I wiil only have the official reports in the
autumn, but I can already announce that, thanks to this
system, our exports this year will be six times greater than
during the corresponding season of last year. At first there
was more than one incredulous scoffer at the attempt to encour-
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age the manufacture of winter butter. The following is the
resuit of the three years during which this article was boomed
by the Quebec Legisiature :-1893, butter made, 141,251I lbs.,
value, $3 1,537 ; 184 butter made, 255,868 lbs., value, $6o,094;
1895, butter made, 562,158 lbs., value, $115,o11, an increase in
value of production of 1895 over that of 1893 by $83,474. The
bonuses paid last winter amouinted to $8,205. According to
this rate of increase I would next winter have to ask our hon-
orable Treasurer and Prime Minister for the sum Of $30,000.
In this matter we are imitating the Danish agriculturists. They,
for the greater part, send their butter to the London market,
when the sun is at its zenith and the price is at its lowest.
They produce more milk in January than in July, and for their
winter butter they get the highest market price. ln order to
establish this good system in the province 1 sent two officers of
my department to Denmark. Neyer will the voyage of any
two men be more beneficial to our agriculture. See how the
idea has taken and rapidly spread. We have now at least 15
butter factories which bravely face the winter with excellent
resuits. Let me mention one fact. Last summer, at Nicolet,
during a meeting of the Farmers' Club, at which I was present,
I met two farmers who, by reading the Yournal of Agriculture,
had made themselves familiar with what was done in Denmark.
These two gentlemen, 1 will give their names, fur they deserve
to have their spirit of enterprise made public, the Messrs.
Houle, said that they would try winter butter, and began by
making the changes necessary in their cattle. Having no butter
factory working in Nicolet during the winter, they travelled nine
miles throughout the cold season to carry their milk to
La Baie du Febvre. One result of this was that although
these gentlemen had to travel 18 miles a day, they made
$5oo under the new system, exactly double what they
had realized during the previous year. Another wvas that
the parish of Nicolet will this year run its butter factory
ail winter. This practice will shortly become general,
and it will be of the greatest benefit to our agriculture. The
resources furnished us by our soil are boundless. Let me tell
my fellow-citizens of Montreal here present, what an admirable,
fertile and immense country they have in their immediate
neighborhood at the end of this adventurous railway of the
Chute aux Iroquois which bas revealed to us a Quebec and Can-
adian Switzerland. What enchanting lakes! There is one for
each Montrealer. Let him go quickly and share this beautiful
country. Our English fellow-citizens have not got to be pressed,
and are already making an English town out of the pretty and
modest village of Ste. Agathe, where some time ago, alas, we
found in the wanderings of our youth no shelter but the hos-
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pitable roof of the first settier. And what a territory is watered

by these lakes-the valley of the Rouge, of the Mocassa of Lac

Chaud, the valley of the Ma skinonge, of the Kiamika, of the

Lievre, where the wheat producing soil makes it the granary of

the province, into which settiers are arriving in crowds. In al

these valleys the soil is even, free from stones and admirably

watered. While in the months of june and July the suni burns

our pastures on the Island of Montreal, heavy mists rise at

night from ail these beautiful lakes which ornament their several

localities like s0 many jewels. In the morning these mists

spread graciously over the surrounding country, watering it

almost as abundantly as if it had rained. And the hilîside siopes

are always green no matter what the heat of the suni. It is a

true kingdom, the country of the dairy industry. I indicate its

advantages ta our entire agricultural population, and ta ail yau

other gentlemen who seek a retreat where you may spend in

peace a well earned holiday. A finer and more agreeable coun-

try resort than that which may be enjoyed by the side of these

fine waters, 1 cannot possibly wish you. To farmers, ta workers,

I will say, that soil is good and easy ta work. It has given me

pleasure to see it, and 1 believe that properly developed it would

mean millions for aur Province and our Treasury. Farmers, for

the sake of your sons and of your familles, go and see this

splendid territory with yaur own eyes. Gentlemen, these are

our Quebec resources and we have reason ta be proud of our

inheritance. We are prospering, Mr. President, and I arn going

ta give yau the proof taken from a source that you bankers,

more than ail others, will appreciate. I have no jealousy of the

great Province of Ontario. 1 wish it with all my heart ahl pas-

sible success. But if I can believe the figures that 1 am about

ta submit ta you, I am forced ta the conclusion that we are pro.

gressing more rapidly than it does, although we had a longer

road ta travel. Savings baniks deposits have always been con-

sidered as denoting the degree of national prosperity. 1 submit

with a satisfaction that 1 have no desire ta conceal the following

statement based upon information drawn from official sources :

Amount of deposits in the savings baniks other than chartered

banks:

Ontario, june 3oth, 1894 ................... $18,581,848
i8go .................... 16,883,777

Increase............................. $,698,071

Or 10.05 per cent.

Quebec, june 3oth, 1894 ................... $17262,80!

1890 .................... 14,656,o6o

Increase .............. e............... $266,741

Or 17.78 per cent.
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During this space of time our progress has beeri 17,78 per
cent., while that of the Province of Ontario has only been 10.05
per cent. Thus establishing our progress, our welfare, ourprosperity and our inexhaustible resources, 1 will say in con-
clusion that we have a thousand times reason to be contented
with our lot. We desire no change. We live happily under
the flag that you-Admiral-good servant of your noble
Sovereign, bear so bravely on the seas. We have known an-
other flag, Mr. President, which we loved and to which we were
faithful, as we now are to that beneath the shadow of which, atthe present time, we live happy and free. The majority is inthe full enjoyment of ail its rights under the rule of our graclous
Sovereign. Nobody suffers, nobody complains. The minorityis happy and treated with generosity. May the same conditions
prevail throughout the entire Dominion and the prosperity of
our great country will be assured.



THE CAUSE 0F THE DECLINE IN THE VALUE

0F PRODUCTS, AND ITS EFFECT ON THE

GENERAL WELFARE 0F CANADA

BEING THE ESSAY IN COMPETITION 1. TO WHICH THE FIRST PRIZE WAS

AWARDED

UPON looking at the prices of commodities during the present

century, a continuous decline in the average price of inearly al

staple articles from the beginning of the century until the year

1849 will be observed. An upward change then took place,

lasting with few variations until the most recent culmination

of high prices, that Of 1873. Since then, and until the present

time, the decline in prices has been both steady and rapid ;

during a period of twenty-two years the decline, as is shown by

the tables of IlIndex Figures" prepared by authorities using

English prices, amounted to from 35 to 40%.

To this latter epoch, 1873-94, attention is especiaily drawn,

as the causes producing the great and unexpected decline dur-

ing this terrm have differed largely from those experienced pre-

vious to this period, and have left the present prices of almost

ail products at the lowest average of the century. Manufac-

turers, agriculturists and merchants have alike met with many

unpleasant surprises, especially during the last ±ew years.

At a time when prices were thought to be at the bottom

-they were at the bottom of other years-further reductions

were made that were previousiy thought impossible. One well

known and experienced grain dealer in Minnesota said when

asked his opinion as to the future of wheat, I have no opinion

to give on the matter ; the wheat market is in a condition that

renders useless ail my experience." It has been so with other

commodities; cotton, wool, iron, steel, petroleum and copper

are some of the products which have, suffered so severely that

experienced dealers in them are at a loss to know what the

future rnay have in store of further changes in their values.
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One noticeable feature of the decline in prices is the manner
in which it has affected ail civilized countries at nearly the same
time and degree, the two great Republics of the United States
and France having suffered most severely, although Great
Britain, Germany, Russia, Italy and other countries have keenly
feit the decline.

That severe depressions of ail business should accompany
this general iowering of prices is most natural; in fact the former
introduced and was partiy the cause of the latter. A revival of
trade set in about 1882, but did flot last for any lengthened time.

The following table will show the trend of prices on a
number of staple articles of daily use selected generally. The
prices are those given by the Economist of London, Eng.,
an authority generally recognized.

Jan. ist 1873 1883 1892 1895 %

Scotch pig iron
ton .......... 30 90 11 6o 11 43 10 13 D6 7Steel rails, ton 27 98 (1879) 26 76 20 38 17 64 D 37Copper 450 16 343 03 234 81 210 48 D 53Steam coal 5 83 2 31 2 43 2 31 D 6o

Canadian Pine,
load ... 2o68 C)25 54 1703 24 33 1825 ,24 3322 50 2798Leather, lb .. 0 42 @a)0 47 0 36M.0 65 0 28 (a g 2 o6

Raw silk, lb.. - 28@6 20 3 28@3 77 3 16 2 37 D28&62
English wool lb 0 47 0 24 o 24 O 22 D 5 3Petroleum,gal. 0 45 0 14 O 10 o o8 D 82
Coffee, Cwt .. 20 19&21 40 8 27 @10 95 21 04 @23 11 i9 4 6 @ 2 2 38Congou tea, 1b o 18@0 22 0io(& o18 o 10oCo 13 O 08 @o 15 D3 2&55Brown sugar,

cwt ........ 6 3 2 ()7 30, 4 01 @,4 87 3 04@4 o1 1 82@2 68 D63& 71Wheat, bush.. 1 71 1 24 1 12 0 63 D6 3Prime beef, lb. o 14 ()0 15 o 14@0 16 o 14 0 13 D7 & 3Silver, oz 1 21 1 02 088 0 56 D 5 4

In this table it will be observed that out of the fifteen
articles enumerated, twelve have decreased in price during
twenty.three years from 7 per cent. to 82 per cent. The prices
have been converted from sterling into currency for greater ease
in comparing. Many other articles besides those in this list
have declined largely in price, while some few have recorded an
advance.
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Another table which is submîtted will show the average fali
in prices. These are the'I Index Figures" before referred to, com-
piled by the Economist and Mr. A. Sauerbeck, an eminent Eng-
lish statistician. A word or two as to the construction of these
IlIndex Figures." The Economist represents the average price,
of each of twenty-two selected commodities for the period 184ý5-5o
by ioo, and their total average price is therefore 2,»200. Mr.

Sauerbeck represents the combined price of forty-five articles
in the same way by ioo. The increase and decrease from these
figures will give the mean value of all the products included, not
of course making allowance for the différence in importance of
the various articles:

EconmOrst, Year Sanerbeck
1845-50--2200 187-7-100

2947........................... 1873.............. ............ 1Io

2723........................... 1877....................... 94
2538........................... 1880 ....................... 88
2342........... ................ 1883....................... 82
2230........................... 1888....................... 70
2236........................... 1890........................... 72
2224........................... 1891........................... 72
2133........................... 1892........................... 68
2120........................... 1893........................... 68
2082........................... 1894....................... 63
1923 <îst Jan.).................. 1895 ............... (istjan> 60

It will be observed that the above figures given by the
Economist show a reduction in general prices of 29 per cent.
from 1873 to 1894, and to January, 1895, Of 35 per cent.; those
of Sauerbeck a reduction to 1894 Of 43 per cent., and to January,
1895, Of 45 per cent. The decline in prices during the past two
years has been most marked, but there are at the present writing
indications that the figures for the wbole of 1895 will be much
higher than those above given for January.

Different reasons have been given for so general a falling
off in the values of such a large proportion of products of daily
use. One reason that bas been urged is that the general standard
of all values, gold, has appreciated because of its scarcity, and,
by reason of the demonetization of silver, the greater amount of
service that is placed upon the stocks of gold now held. There
are several conditions which disprove this theory. One is that
all goods have not equally declined in value, while some have
advanced, nor can it be demonstrated on any reasonable basis
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that this uneven alteration in prices is due to other than natural
causes, such as those which wîll be discussed further on. Again
the production of gold is now in increased quantities every year,
and it must be borne in mind that it is flot the increase of the
annual production but the total annual production of gold that
is added to the world's stock of that metal, less the amount
required for use in the arts. The average production of gold
throughout the world for the years 1871-5 was 5,6oo,ooo ounces,
the average for the years 189i-4 wvas 7,450,000 ounces, an
increase of i,85o,ooo ounces, equal to 33%.,, Instead therefore of
gold having become scarce, recent years have witnessed the
greatest annual production the world has ever known, and, as
noted by Mr. Preston, Director of the United States Mint, "lthe
value of the gold product of the world inl 1893 was only 8.77 per
cent. less than the average aggregate value of the gold and silver
product of the world Ii 1861-5." Moreover in these later years
when the use of business and private bank accounts against
which cheques may be issued is so, general, and when the use of
bank notes is so universal, the existing stock of gold is being
freed almost entirely fromn the small transactions of daily life,
and thus possesses greater power for its legitimate work, such
as bank and National reserves and clearing's. The resources
of gold production appear to be almost exhaustless. Competent
judges estimate that gold to the value of over a billion of
dollars can yet be taken from a strip of land about eleven and a
haif miles long in the Witwatersrandt mining district in South
Africa, while the whole district bas a length of about fifty miles.
All gold producing countries are steadily increasing their output
of gold, and there is every reason to believe that, not only will
the present rate of production be maintained, but wîll be greatly
exceeded. "If there is scarcity of gold now, when was there
plenty of it ?"The consensus of opinion among most of the
first thinkers of the day is clearly against this proposition of the
depreciation of goods being caused by the appreciation of gold.

The principal causes of the lowering of prices are to be
found in the following conditions: over-production, the immense
capacity for production that now exists owing to the greatly
increased use of machinery, new inventions and discoveries, and
cheapness of freights.
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It must, however, be remembered that the past two decades

have been almost revolutionary with regard to methods of pro-

duction and manufacture. The invention of Bessemer for making

cheap steel was an immense forward step in the world's progress,
making possible the production of steel rails at less cost than

iron rails. (Iron rails were quoted in 1882 at $45.50 per ton ;

steel rails were quoted in New York 7ournal of Commerce,

March 2nd, 1895, at $22 per ton.)

Wheat is raised by modern methods on large ranches, and

transferred 1,500 miles on land and twice that distance on the

ocean from the northwestern prairies to London, and sold in

February last at 19s. 1od. per quarter, although when Edward

Atkinson in 1887 spoke of 25s. as a normal figure, his predic-

tions were hardly received. The opening of new lands to agri-

culture, the adoption of new methods of doing farm work on

large tracts with modern machinery, the invention of new ma-

chinery and methods of manufacture which economize both

time and material, have all combined to enormously increase

the world's production during the past two decades.

The large number of swift steel freight steamers of modern

construction that plough the waters of the ocean, the network

of railways that stretch through all civilized lands, and the

almost perfect systems of cable wires that now connect the con-

tinents, enable the surplus of one country to quickly supply the

lack of another, and enterprising merchants and speculators

watch with eager eyes for shortages of goods and higher ranges

of prices in near or distant markets, that supplies may be for-

warded and profits made out of higher prices than can be

obtained at home. This perfection of communication permits

the keenest competition, thus causing every possible advantage

to be taken of cheaper methods of production and distribution.

That these new methods and conditions of production may

be more clearly understood a short review of the recent history

of some of the leading products will be necessary. The space

at hand will not permit a review of many, nor of those at great
length, but fully sufficient for this purpose.

WHEAT-The production of wheat throughout the world

has rapidly increased during the past few years. To show this
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more clearly, a list of the production since 1883 is appended
(for which Bradstreets is the authority), and to which is added
the price per bushel in London and New York.

Thousands of bush. London New York
ooe omitted Jan. price Jan. price

1883 ......................... 2008,000 $1 24 $1 12
1884 ......................... 2,200,000 1 18 1 1
1885 ......................... 2,048,000 98 88
j886 ......................... 2,128,0oo 92 92
1887 ......................... 2,312,000 1 07 94
1888 ......................... 2,2i6,ooo 93 94
1889 ......................... 2,137,000 92 1 03
1890 ......................... 2,254,040 gi 86
18qi ......................... 2,378,48o 99 I 05
1892.......................... 2,404,56o 1 12 1 02
1893 ......................... 2,457,76o 78 80
1894 ......................... 2,506,400 8 1 67
1895 ............ 63 6o

The average production for the four years 1887-90 was
2,232,000,000 bushels ; we may therefore assume the total
consumption for that period ta be flot more than 2,250,000,000

bushels per annum. Estimating the annual increase of Consump-
tion ta be 16,ooo,ooo bushels (Bradstreets) the average
consumption for the period 189i-4 would be 2,290,000,000

bushels. On this basis (a conservative one) a canstantly
increasing surplus is observed. An economie rule stated by Mr.
D. A. Wells is that, when there is an actual surplus above
requirements for consumption of any article, the price which
this surplus will command in the open market will govern and
control the price of the whole, and the campetition among
holders to sell this surplus will speedily reduce its price ta a
point where profit will be alrnost or entirely nil. The immense
production of wheat in recent years is by many authorities
considered a sufficient reason for the lowered price. It is flot
long since the Argentine Republic commenced adding large
quantities af this cereal ta the world's supply. In 1884 their
exparts were but 6o,ooo tons; during the decade since that time
it has averaged ioo,ooo tons; in 1893 the figures were i,000,137
tons ; and for the first six months af 1894Y 1,029,546 tons. An
expart af upwards ai 35,000,000 bushels may be expected yearly
from this source, on an estimate of over six millions af acres in
wheat, and a recent writer assures us that but five per cent, af
the area of the Republie suitable for the growth af cereals is at
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present under cultivation. This wheat is largely grown within

ioo miles from deep water harbors, thus saving much of the

cost of land freight. The Argentine wheat growers also are

satisfied with a much srnaller profit than can be accepted in

North America. In 1881, Dakota in the United States raised

nio wheat for sale. In 1887 itscrop was estimated at 62,553,000
bushels and the estimate for 1894 is 65,ooo,ooo bushels. Russia,

Austria-Hungary and India also add immense quantities to the

stock. The growing of wheat on large ranches has contributed

largely to its reduced cost of production. In California and

elsewhere plowing is done by steam power and gang plows, and

seeding by special machines. Senator Peffer, of the Special

Committee on Agricultural Depression in the United States,

says the cost of producing wheat has been reduced to thirty-

five cents per bushel in the Northwestern States, and twenty-

two cents in California, although these figures can hardly include

interest on the cost of the land. Edward Atkinson says, in a

recent paper, that since 1873 a reduction of 27s- 4 d. per quarter

(say 83c, per bushel) has been made in the cost of growing,

milling and moving wheat from Dakota, Minnesota, Kansas and

Nebraska, averaging over i,5oo miles from the seaboard.

These items of enormous production and reduced cost of raising,
milling and moving, have been the factors which have brought

the price of wheat to its present exceeding low figure. One

writer includes his whole argument on the cause of the low

price into the terse words Iltoo much wheat."
IRON AND STEEL-In 1870 the output of pig-iron in the

United States was i,670,000 tons; in 1894 the production was

6,657,000 tons, an increase of 298%. The output of Great

Britain increased during this period fromn 5,960,000 tons

to 6,950,000 tons, an increase equal to 17%. In Germany

the increase made from 1870 to 1893 (the latest figures to

hand) was from 1,390,000 tons to 4,953,000 tons, or 256%/, or

assuming Germany's production of 1894 equalled that of 1893,
the increase of these three countries-by far the largest pro-

ducers in the world-during 25 years was nearly io6..

(The population of these countries increased from 1870 to i189o,

34%). The production of Bessemer steel has increased at

even a higher rate, the increase throughout the world heing
6
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3240/ during the 15 years from 1878 ta 1892. These enor-
mous increases are due flot ta a greater number of furnaces,
but to improved methods of production. The London Iron and
Coal Trades' Review states the case as follows: "lThe capacity
of the 713 blast furnaces in the United States inl 1876 was about
5,5oo,ooo tons ; the capacity of the 519 furnaces in January,
1894, was not less than 16,250,000 tons; in other words, with
nearly 200 fewer furnaces there is three-fold increase of
capacity." The sixteen Bessemer converters in the United
States Iin 1876 had a capacity of 500,000 tons; the ninety-five
converters in 1894 had a capacity Of 7,750,000 tans. The cheap
surface ores of the Messaba district, that can be mined and
loaded by means of a steam-shovel, and the erection of furnaces
in Alabama, where coal and ores are in) close proximity, are of
note in their effect in reducing prices &nd increasing production.
In a recent address delivered before the American Faundry-
men's Association, it was stated that at the works of the Thomas
Iron Company, in the Unites States, the cost of fuel per ton of
pig iran produced fell from $10.07 in 1869 ta $3.48 in 1892, the
cost of are from a maximum Of $14.'21 ta a minimum of $534
the cast of limestone from a maximum Of $1,30 to a minimum
Of 33 cents, and the cost of labor from a maximum of $8.o6
ta a minimum of $2.04. The present price of steel rails is
about $22.o0, but a recent writer ta the Iron and Coal Trades'
Review stated that at the present prices of American labor and
raw material, Mr. Carnegie could produce steel rails " at a
gaad deal under $2o.aa per tan," while in 1884, $20.00 ta $21.50
was the price quoted in New York Commercial Bulletin for No.
IX Faundry Iran. The American Manufacturer, in a recent
issue, says of iran and steel, "la day's wark of a man with
modern machinery wiIl in some cases give ten ta twenty times
the output of ten years aga." It is reduced labar cost, the re-
sult chiefly of new methods and improved machinery, that bas
reduced the cast of production, nat anly improved machinery ta
do what machinery did a few years aga, but to do what labor
did at that time. This seems ta be the key ta the position with
regard ta these products. The resources of production are
sa enarmaus that nat higher but lower prices may still be
looked for.
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WOOL-The growth of this trade and the increase of pro-

duction have been very great. The imports into Europe and

America of colonial wool in 1872 was 743,000 bales, valued at

[C19,69o,ooo, or sayf26ios. per bale. These imnports amounted

in 1894 to 2,152,000 bales, of a total value Of [24,748,OOO, or

say [ir i as. per bale. The wool clip of the United States was

264,000,000 pounds in i88o, which increased to 364,152,000

pounds inl 1893, and prices in United States of Ohio wool de.

clined from about 38 cents in 1884 to 16j cents per pound in

1895. These heavy reductions in price have been chiefly due to

the large production which bas for some years past left an in-

creasing surplus on hand. New countries have been opened up

within comparatively recent years for sheep farming ; the

Argentine Republic increased their stock of sheep during tbe

thirty years ending 1886 from 16,ooo,ooo to 90,000,000, at

present showing an annual average clip of four pounds of

wool per head. The export of wool from Natal is 300%, and

frorn Cape of Good Hope 33%, more than in 1875, and Austral-

asla increased bier WOOl Output 232% since 1870. Ocean freights

and modern ranch metbods of wool-growing, accompanied by

economies in the care of sheep and the preparation of the wool

for the market, have greatly reduced the actual cost of pro-

duction. There is little doubt that the production of wool is in

excess of the world's requirements, such as they have shown

tbemselves in recent years, and the general knowledge of this

acts in a depressing way on the wool market.

COPPER-Mr. A. Sauerbeck estimates by bis «" Index

Numbers " the decline in the price of copper fromn the average

of 1867-77 to 1893, to be 41%; the increase in production from

1870 to 1893, was 223%. The Economist figures show a reduc-

tion in price from 1873 to 1895 Of 53%/, or froni $45o,16 per ton

to $2 1o.48. The production of the United States increased

from i2,650 tons in 1870 to 159,686 tons in 1894. We have also

here again to note the effect of modemn invention and ingenuity

in reducing- the cost of working. At the Quincy mine in the

Lake Superior region, the cost of production per pound of

copper was, in 1870, 14,90 cents, and in 1894 5.68 cents. (Dur-

ing the saine period wages increased 9%). A few of the many
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causes of the reduced cost of production are high explosives,
machine drilling, modern stamps for crushing, reduction in
smelting expenses and cheaper transportation. A large sale by
the Calumet and Hecla mine at nine cents per pound was
quoted in September last. The discovery and operation of new
and rich mines in the United States and Canada have without
doubt contributed immensely to the increase of production,
while the rapidly increasing demand for this product for tele-
graph wires, cartridges, &c., has also been a cause for its develop-
ment.

SUGAR-SILVER-PETROLEUM-Have each suffered enor-
mous declines in price from increased capacity for, and newer
methods of production. The reduction in price from 1873 to
1895, according to the Economist, has been about 67%, 54% and
82% respectively. Sugar production increased from 1872-3 to
1885-6, 68%, and from 1887-8 to 1894-5, 63%. It is a notable
fact that while the increase of production of sugar from 1887-8
to 1894-5 was 63%, the increased production of beet root sugar
during this period was io6%. This doubling of the production
of the latter variety of sugar was almost entirely due to the
bounty system. In nearly all the continents and in the islands
of the sea sugar products have received State aid in either
growth or export, and recent advices inform us that the State
Council Committee on Agriculture in Germany has voted for an
increase of bounty and of theinternal duties on the amount con-
sumed, andin France and Austria propositions have already been
made to prevent the increased import of German sugar, which
will be encouraged by the enlarged bounties. The effect of the
artificial stimulus to production is readily seen. Prof. Wiley,
writing in the Engineering Magazine, estimates the world's
consumption of sugar at about seven million tons. The produc-
tion for 189‡-5 was estimated at 8,1oo,ooo tons. If Prof. Wiley's
figures are correct, ample reason is at hand for the decline in
price of this product. Added, however, to the over-production
as a cause of reduction in price is decreased cost of manufac-
turing, as an example of which it may be stated that nearly
one-half more sugar may now be obtained from the same
weight of beets than in 1876. The German Government re-
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turns show that for the manufacture of one pound of raw sugar

in 186o, 121 pounds of beet root were required, in 1871-7, I1.82

pourids and in 1892-3, 8.35 pounds.
The production of silver lias trebled within twenty-four

years, the output Of 1871, 52,466,433 ounces, having become

16 1,170,-242 ounces in 1893, and say 149, 100,000 in 1894. This

coupled with improved me-thods of production and refining and

at immensely decreased cost, has brouglit the price at the pre-

sent tîmc so low, but yet at present low prices (the lowest the

world has ever known) there is a margin of profit to the pro.

ducer. The rash attempt of the United States Government to

keep up the price of silver by purchasing 54,000,000 ounces

per year for coinage purposes, failed to alter the action of

natural laws of value and price, supply and demand, and the

price bas gone steadily down, the price in New York this year

being about sixty cents per oz., whicb i~s higher than the average

of 1894.
The production of crude petroleum in the United States

in 1873 was 9,893,786 barrels, in 1887, 28,249,597 barrels, and

in 1893, 48,412,666 barrels, an increase in twenty-one

years Of 3890/. The production in Russia also lias grown

rapidly, amounting to 33,104,126 barrels in 1893. The product

of no other one country reaches a million barrels. No other

cornmodity has declined in price to the extent of this, the

decline being 82% since 1873. This decline in price was un-

doubtedly due to the enormous production in excess of demand,

the stocks on hand in 1884 amountiflg to 38,000,000 barrels,

more than a year's production of the American wAlls. The

Standard 011 Co. in obtaining entire control of the American

product, contributed largely to the decline in price by cheaper

methods of production and transportation, the latter by means

of lines of pipe through which the oil was run hundreds of

miles at small expense, and by specially built cars and steamers;

cheaper barrels, boxes and cans, cheaper freiglits, all permitted

lower net prices. Newer methods of refining, brought down the

price of refined oiîs faster than the already rapid decline of the

price of crude. The consumption is certaiflly rapidly increasing,

a most encouraging sign of which is the fact that Great Britain's

importations increased in the past two years 49%. The stocks



84 JOURNAL OP THE CANADIAN BANKERS' ASSOCIA TION

on band in America have in April of this year been estimated
as but littie over 2,000,000 barrels, so rapidly has the con-
sumption overtaken the supply, and the price in response bas
increased 200% since the beginning of the year.

Other commodities, mostly of minor importance, have been
reduced in price, principally by the same causes as have brought
about a reduction in the price of the articles above mentioned.
Cheaper labor has been a large factor in reducing the price of
many kinds of goods ; but it lias flot been as a rule on account of
lower wages paid the workmen, but of increased product from
their labor. (A report to the United States Senate inl 1893 gave
"lIndex Numbers " which indicated an average in 'crease of wages
from 1870 to 189o Of 23%, and the United States census of 189i
showed an increase of wages in the various manufacturing in-
dustries of that country Of 40%/ for the ten years preceding that
date.) The manufacture of furniture will iIIistrate this. The
wood out of which it is made is as high in price as it was sonie
years ago, and in many lines much higher on account of the
growing scarcity of good material, yet the lower grades of furni-
ture are mucli cheaper now on account of the increasud amount
of work that can be done by machines. In shoes aiso, although
the price of leather is much lower than inl 1873, it is higher than
Ii 1845-5o0; their cost of manufacture lias been greatly reduced
by the many machines recently invented. A good shoe can
now be made throughout its different processes entirely by
machinery.

In the cotton districts of the United States, while opinion
is divided, it is considered possible to raise cotton at five cents
per pound, this of course on very large ranches. In the manu-
facture of cottons reductions have also been made, the spindies
revolving twice as fast as formerly, and many improvements
have been added to the machinery. A revolution in cotton
manufacturing is imminent in the United States from the
increasing competition of the South with the old-established
miils of the North. Mr. Coolidge, an autbority on the subject,
says that in the South coal can be had at from 8o cents to $i.5o
per ton ; in Lowell, Mass., the price is $3,50 to $4-50 per ton ;
the southern cost of labor 15 30% less than in Massachusetts,
and the milîs in the South run from an hour to an hour and a
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haif per day longer. The effect of these economies on the price

of the manufactured cotton can readily be seen.

Besides the causes mentioned in the foregoing review of

specifie commodities, there are other causes which act generally

on ail produets. It will be observed from the IlIndex Numbers "

of the Economist that the average decrease of prices fromn ist

J anuary, 1894, to Ist January, 1895, was 76r/%, a greater per-

centage than has occurred in any one vear since 1878, and the

latter being part of the rapid decline fromn the abnormally high

prices of 1873. It would appear then that some special cause

must be looked to for the large decline in 1894. That year was

a most disappointing one to those who looked for much revival

of trade. The Australian collapse in 1893, followed by the

general depression of trade and the failure of s0 many banking,

financial and commercial institutions in the United States, made

that year a memorable one. It was hoped that that year had

sounded the bottom of dull trade and low prices, but such was

flot to be. For nearly eight months the United States Congress

and Senate dallied with the tariff question, entirely regardless

of the necessity there was for a speedy settlement of the

question, and that their delay necessarily held trade down to the

narrowest borders ; they persistently declined to take any step

towards protecting their paper money, while the heavy drain of

gold from the United States treasury gave rise to grave doubts

as to their ability to maintain gold payments, thus causing

American securities to be distrusted in Europe. This serious

crippling of the trade of the United States could flot but seri-

ously affect the trade of the world. This is seen in a compari-

son of the exports of Great Britain to the Uniited States-their

largest customer. These declined in 1893 from the figures of

189 2, 9ý/. and the decline of the year 1894 was about 2 ie/%, the

decline in two years being over 29%/,. In Australia too, things

have not gone well. Some of the banks there are finding that

their hastily arranged schemes of reconstruction are more

burdensome than they can carry, and with some of them an

appeal to their depositors for lower rates of interest and longer

time for repayment seems certain. The decrease of exports

from Great Britain to Australia was 16P-% during the two past

years. Large numbers of unemployed mnen have been recorded



86 JOURNAL 0F THE GANADIAN BANKERS' ASSOCIATION

in both these countries, thus largely curtaiiing consumption of
ail but the bare necessities of life. At one time last year it was
estimated there were a million workmen out of empioyment in
the United States. The depression was aiso considerable in
the various States in South America, as also in Europe-ail this
reducing the market for goods and inviting the ciosest couipeti-
tion and cutting of rates, until profits were very small, indeed
sometimes aimost, if not altogether, nil.

Another cause of reduced prices for commodities is to be
found in the larger employment of women and boys in manv
factories. These do and can work much cheaper than a man
can afford to, and are to be found in large numbers in the cotton
and shoe factories, confectionery manufactories, corset factories,
book binderies and other smailer lunes of trade.

Nor can the effect of the larger retail stores on the prices
of many commodities be ignored. Mammoth establishments
conducted on the pattern of Wannamaker's (probabiy the best
known in North America) have been started in neariy every
large city, and these establishments carrying on a number of
departments or lunes of business under one roof, buying direct
fromn the manufacturers, ignoring middlemen wherever possible,
frequently controliing smailer establishments for the manufac-
ture of goods expressly for them, and doing a large cash busi-
ness, flot only in their own city, but by means of the post and
express offices throughout the surrounding country, are in a
position to place goods before the consumer at a price much
beiow that which is possible for smailer houses to do.

Cheaper freights have aiready been mentioned, and it has
been said in a journal iateiy that it costs no more to send a
barrel of flour hundreds of miles by train, than to bave it carted
a mile through the city. The keen competition between the
various lines of raiiway for business keeps the rates for, at least,
osthrough freights " at the minimum. The present facilities
for the transportation of commodities undoubtedly prevents
great loss in shipment, and thus reduces the cost to the consumer.
Refrigerator cars wiil now take strawberries, peaches and other
fruits, and fresh mneats, hundreds of miles in perfect condition ;
elevator charges for transporting grain are much reduced;
mnodern invention bas enabled steamships to travel faster at a
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less expenditure of coal and reduction of other expenses, thns

permitting reduced carrying charges. The enormous increase

in carrying power of the vessels of the world has beaten dowri

their charges also, and this has been brought about largely by
the increased use of steamships in place of sailing vessels.

In i86o less than 7 % Of the world's vessels were steam, in 1888

over 41 % were steamers. In 1870 the carrying power of these

was 25,i00,000 tons, and in 1888, 48,800,000 tons.

Science is teaching men in these days to be less wasteful.
he garbage of the cities is carefully raked over by those search-

îng for waste products that may be utilized. -Although these

are the smaller economies, they ail figure in the final count.

Tin cans, boots and rubbers are melted down or in some way

utilized; the former waste from. gas factories now produces the

beautiful dyes, which take the place of more costly materials.

Competent men have recently said that 400 tons of guano and 145

tons of fish oil may be produced from i,ooo tons of the waste

fish and offal from, the salmon canneries on the Fraser River,

representing a net profit of about $8,150,

Two more examples of cheapened production may be

mentioned. A new process has recently been discovered in

France of bleaching cotton and linen by means of soluble glass

and sodium silicate. It is claimed this new process does not

injure the goods as dîd the old method, is much more ex-

peditious and very cheap. It is told that at Chicago, bogs and

cattle can be turned into pork and beef at a cost that would be

covered by the value of the feet of the former and the tongues of

the latter.

The general causes we have mentioned, it will be seen, have

been the chief agents in the decline in the price of products.

Specific or local causes have no doubt also contributed to the

decline in price of some articles; but the causes affecting the

products discussed are those which have been most instrumental

in making the great reduction in prices experienced during the

last two decades. The tbeory of the decline in prices being

caused by the reduction of the volume of currency as a result of

the disuse of silver, has so few first-class authorities to support

it, and fewer arguments, that further consideration of it is un-



88 JOURNAL OF THE CANADIAN BANKERS' ASSOCIATION

necessary. Many more instances might be given illustrating
reduced prices as a result of the causes above described, but
sufficient have been advanced for the purpose in view.

The Dominion of Canada is not in any way an isolated
country. Though her population and trade are small in com-
parison with those of the nation adjoining her southern boundary,
and of the nation of which she forms a colony, hercommercial and
financial interests are closely interwoven with those of these two
countries, and to a lesser extent with others. The railway
locomotive and the fast ocean steamship bind together the
nations possessing these adjuncts of modern life with a net-
work of social and business intercourse that makes them feel
almost as one every change in the supply, demand, price or
method of production of the great staples of commerce.

There is no doubt that the trade of Canada has suffered
considerably from the periods of stagnation in business and
general hard times that have visited all lands in the past two
years and at previous times, and that the prices of commo-
dities here have been affected by the decline in values through-
out the world during the past twenty-two years. These two,
the depression in trade and decline in prices, are so frequently
bound closely together, each leading on the other, that it is not
always easy to view them apart. The same causes are relative
to both. Depression of trade produces keen competition, small
profits and economic production among manufacturers and
traders, resulting in reduced prices ; reduced prices of farm
products means lessened purchasing, thus tending to stagnation
of trade.

A comparative review of the business of the Dominion
during the past years will largely show the effect of these con-
ditions upon this country. That our strong position was recog-
nized elsewhere (despite the many attacks made upon Canada
by the editor of the Investors' Review) is shown by the way
the Canadian 3% loan of C2,250,000 was taken up in London
last autumn, the offers being from [95 to [99 12s. 6d., which
was higher than for any previous Canadian loan, and since then
these same bonds have been quoted at over par.

From the manner in which our leading houses, commercial
and financial, have stood the strain of the hard times, it is evi-
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dent that these are under the management of men of sound

sense and integrity, and conducted under thoroughly conservative

rules, thus being prepared to meet almost any emergency. The

failures of banks during the past decade have been very few,

and none have brought even partial disaster to others than their

stockholders; and during the past six years the failure of but

one chartered bank, a small one in the North-West, was recorded;

at the saine time nearly ail otîr large commercial houses stood

firm. This is lu distinct contrast to the state of trade in the

United States, wliere hundreds of banks, loan and other financial

institutions had to suspend during the terrible panic which pre-

vailed there in 1893 ; nor is it unfair to compare Canada with

the United States lu such matters, that being the only country

adjoining ours, and between it and Canada are such close social

and trade relations, despite the protective tariffs of both

countries.

The following table consists of a list of seventeen articles in

daily use, with the

July 2nd, 1873 and
crease during that
Monetary Times list

Coffee -Java...
Rice-Arracan..
Sugar-YelIow..
Tea-Y. Hyson..
Copper-Ingot..
Iron-Pig.. ........
Calfskins- Cured....
Harness Leather
Petroleurn-Can.
Spring Wheat..
Flour ............
Butter .............
Cheese............
Lard.............
Hams .............
W0Oo............
Qats..............

wholesale price of the saine lu Toronto on

1894, and the percentage of increase or de-

time. The prices are obtained from the

of prices current:

JulY, 1873
$0 21 @ $0 24

" 04Î 004*
009g 0 091

" 6o o 87
0 26 0 28

4600o 48 00
0 20 0 30
0 24 0 27
0271 0 28
1223 1 25

4 75 7 25

0 14 o 16
0 12 012à

0 l0i 0 11

0 12 0 13
0 45 0 50

0 38 0 40

JUlY, 1894

$0 27 @ $0 35
0 031 0 031

0O03â 0031

0 13 0 55
olot1 0 loi

18 oo 21 00
0oo6 0 07
0 20 0 24
0 II* 0 12

0 58 0 63
2 50 3 75
0 13 0 15
0 0gb 0 10

0 oi 009l

0o16 0 20
0 39 0 40

Inc. 37%/
Dec. 18%

*63%
53%
61/.

74%

57%
51%
48%

7%
20%/

' 80/
' 5%

62%

It will be observed that of ail these articles but one

showed an increased price. These percentages of differences

in prices do not agree exactly with the Iist previously given of



90 JOURNAL OF THE CANADIAN BANKERS' ASSOCIATION

prices in London, local influences doubtless causing the varia-
tions. The articles above enumerated, however, show an aver-
age decline in price of about 34%. The President of the
Toronto Board of Trade, in his last annual report, gave the re-
duction as about 33e%; Sauerbeck's index numbers for the
same period show the decline to be 43%, and those of the
EconoMist 29%, the average of these two latter being 36%.
Some of the articles enumerated of our own production have
shown a decided increase in price quite recently.

Some of the immediate effects of the present low prices
on the condition of the people might be examined with profit.
Except during a time of depression like the present, the rate of
wages paid has not decreased but increased, and this being so,
a larger purchasing power must be in the hands of the people,
the wage earners, and this involves a higher standard of com-
fort. All of our native working people have a fair education,
and can appreciate the many additional comforts and adorn-
ments now attainable through reduced prices, and one who can
compare the homes of men of all classes to-day with what
these were twenty or twenty-five years ago, will find a striking
improvement. Everything within them will show an improve-
ment in comfort, beauty or convenience, and in addition a much
larger proportion of the men of Canada are now carrying life
insurance than were doing so at the eailier date. In the case
of the farmer the conditions are also improved, but possibly not
exactly in the same way or to the same extent. The farmer is
more isolated, and cannot therefore have many of the benefits
which the city man enjoys, and as the price obtainable for his
produce has been declining in some items very seriously, the
reduction in the price of the goods he purchases has not given
to him so large a net benefit as to others. Still, it is said "a
bushel of wheat will purchase now as much as or more than at
any former time," and most of our farmers are living in much
more comfort than did their fathers, even if less cash passes
through their hands. Owing to the use of new and improved
machinery, they do not work so hard or so long as formerly,
their children receive a better education, and their homes will be
found to contain many comforts and luxuries not found there
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twenty years ago, and if men of ail classes are accumulating

less money, it is flot because less is earned, but because more

is spent.

The year 1883 bas been called the Il banner year" of Can-

adian trade, for during that year the total of our foreign trade

aggregated $230,339,826, an increase of about 5jo% over 1873,

the latter being the year of high prices and inflation, and during

which and the two years succeeding it our imports were with-

out doubt very much in excess of demand. The total figures

of 1883 have been exceeded during the last three fiscal years,

the year 1893 now taking precedence with a total foreign trade

Of $247,638,620, an increase over 1883 Of 71o/, and this in the

face of a decline in value of products of 10 to 20% during that

decade Our exports for the years 1890-4 exceeded those of

1875-9 by nearly 4io%,, and imports on the same comparison in-

creased 21%/. In contrast to this stand the figures of the United

States and Great Britain, the former showing a decrease from

i891, their highest year, of about 17%, and the latter a decrease

froin the highest in i890 of about 8-3%. A statement in a recent

number of Bradstreets showed that the aggregate foreign trade

of New South Wales had declined from [51,377,4I7 in i891 (ap-

parently their best year) to C36,379,3I4 in 1894, a decline equal

to 29%. During the years 1882-3 a marked revival of trade was

evident and a con siderable measure of prosperity was ex-

perienced, but during the depression following that period our

exports and imports fell away very fast, until in 1886 they stood

at $ 189,675,875. From that time onward the advance has been

steady until the year 1894, when the advance was checked, the

figures for that year, however, being about equal to those of

1892. The first eight months of the fiscal year 1895 continue

to show a decline. Compared with the same period of the

previous year a decline Of 7e/% is observable in the aggregate

foreign trade, the larger part of the reduction being in the im-

ports. The amount of goods entered for consumption in the

fiscal year 1894 was nearly $9,ooo,ooo below 1893, the latter year

being the highest since 1883. One cause of the decrease was

the cautious buying of our traders in view of the general de-

pression, but this will in the long run prove most beneficial.
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In one department of the country's business, the railways,
the effect of the decline in prices and stagnation of trade during
the past couple of years has been most marked. Both of our
two great lines, the Grand Trunk and Canadian Pacifie Railway
Companies have shown very heavy losses in gross receipts.
Certainly one of the main sources of loss to these companies has
been through their controlled lines in the United States. The
Chicago and Grand Trunk experienced an exceedingly heavy
loss of revenue on account of the commercial collapse in that
country; and the Canadian Pacifie had to lend $ 1,853,000 to
two of its controlled lines in the Western States to enable thema
to pay interest and other charges. The low price of farm pro.
duce has reduced the farmers' ability to purchase, and thus
trains of cars that brought wheat and other produce from the
North-West bave had to be returned empty, and so causing
outlay with no profit. The Canadian Pacifie created quite a
sensation lately by announcing that the custornary dividend of
2j% could flot be paid this half.year. This is the first omission
of dividend by this road. The Grand Trunk is, however, a
chronie non-dividend paying road, last year the earnings being
flot nearly sufficient to pay interest on the 4% guaranteed stock.
Both of these companies have to meet keen competition from the
United States roads, consequently the rates for freight are some-
times very low, thus seriously encroaching on the profits. The
holiday travelling was also seriously curtailed owing to the general
derangement of trade in the United States. When the present
period of depression is past, the Canadian Pacifie Railway will
probably be enabled to resume its place as a regular dividend-
paying road, although possibly at a lower rate of dividend; it is
doubtful if the Grand Trunk ever will until very drastie means
are adopted to remodel its finances. In the United States rail-
way matters have been much worse, several of its large roads
being in a state approaching bankruptcy, while the assign-
ments of railroads during the past two years have aggregated
$8o,ooo,ooo of capital, and there has been default of interest on
$ 976,000,000 of bonds.

Referring now to the failures occurring during the past few
years, we cannot make comparison with any other country than
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the United States. According to Bradstreets statements it

would appear that in Canada nearly twice as many failures

occurred in proportion to the number in business as in the

Republic during the past seven years, the proportions in the

United States running from lowest 1% in 1892 to 1% in 1893,

and 1.22% in 1894. The lowest in Canada was 2.20% in 1890,

and highest 2.44 in 1891, in 1894 2.36%. The heavy proportion

of failures in Canada is largely attributable to lack of capital,

the failures from this source being given as no less than 68% of

the whole, just double the proportion from this source in the

United States. It would seem as though the low prices obtain-

able for products had made it difficult for the small manufacturer

to obtain a living. The large factories with their larger output

are better able to make headway on the small margin of profit

obtainable. This is partially borne out by the fact that the

output of the Canadian factories, with an annual product exceed-

ing $50,ooo, increased from 49.6% of the whole in 1881 to 54.8%

of the whole in 1891. In the proportion of assets to liabilities

of those failed (including only those failing whose estates showed

a deficit always) Canada showed a somewhat smaller propor-

tion than the United States. The proportion of failures in 1894
from each of the other causes mentioned in Bradstreets is

smaller throughout in Canada than in the United States. The

proportion of those in business to population in Canada is about

equal to that of the United States, so that the oft repeated

cause " too many in business " must be used with caution, for

if it applies to us it applies equally to the United States, and if

it is true there are too many in business, it is equally true there

is more wheat, wool and mutton being raised, and more books,

shoes, cottons, steel, &c., being manufactured than ready sale

can be found for. There must, however, be altogether too

many persons starting in business in Canada with but very

slender means. One thing in this connection is noticeable;

the largest number of failures in Canada during the term men-

tioned is but 1% higher than the lowest record, while in the

United States the same comparison shows 50% increase. This

would clearly indicate that Canada had not been affected

seriously by the severe crises that overcame the United States,
Australia and other countries.
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The life insurance business does flot appear to have suffered
any from the business troubles of the last two decades. The
insurance carried by Canadians in 1874 was $85,716,325, which
by 1894 had increased to $3o8,795,88i, an increase Of 26o%, or
about i24% per year. The increase of 1894 over 1893 was
$ 13,173,159, of which $1o,I53,o69 was in Canadian companies;
57.46% of the amount in force inl 1894 was in Canadian coin-
panies, an increase over 1893. Besides the above, thiere was
$67,71 1,270 in force in benefit societies in 1894. Five of our
Canadian companies hold at present $ 146,000,000 of policies in
foreign. countries. Taking it altogether these are satisfactory
figures, and indicate that the people of Canada recognize a life
policy as a sound investment, and also that they are and have
been disposed to take and able to pay for this necessary pro-
vision for those dependent upon them.

The banking business of a community is considered a fair
index of its progress. The banking business of Canada shows
undeniable improvement during the past twenty-two years, an
improvement which represents prosperity and increase of busi-
ness among the people, and of standing and wealth among the
banks. As we compare one year with another the mnonth
selected is unimportant. The figures shown are those Of 3oth
September of each year, and are taken from the monthly
Government statement of banks. The note circulation in 1872
was $26,T74,000; inl 1877, a time of great depression in trade,
tbis had decreased to $21,923,000, but since that time the gain
has been steady, untilinthe year 1893 it amountedto $3.5,128,ooo.
1894 shows a decrease of about 5% from these latter figures, and
a small further decline up to date bas been experienced. The
gain from 1872 to 1894 bas been about 270/.. The increase
during the samne period in the circulation of Dominion Govern-
ment notes bas been over io0 per cent., or a net increase in
these two classes of notes wbich constitute nearly aIl the circu-
lating money of the country, of about 5o%. Even making allow-
ance for the amount of Dominion notes held by the banks, the
increase in circulation bas more than kept pace witb the growtb
of the population of the Dominion. (The population bas
increased 31.10% from 1871 to 189i.) That tbe rate of increase
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bas flot been very much higher is due to the changed custom of

the people, who do flot hoard notes as formerly, but deposit themn

in the banks, the notes thus, rapidly finding their way back to

the issuing bank. Payments by means of cheques are now re-

placing cash payments so largely that this also materially reduces

the handling of ail kinds of rnoney. The bank deposits during

this period have increased about three-fold, and the discounts
have about doubled. The banking capital has increased fromn

$43,248,ooo in March, 1872, to $61,687,571 ini 1895, and the total

Reserve funds from, say $17,000,000 ini 1883, till at the present

time they amount to over $27, 500,000, equal to 44.65%y of the paid-

up capital. The banking business of Canada is surely in a
highly satisfactory state of security.

One item of our manufactures that bas shown remarkable

vitality and progress despite a decline in price of io% in the past

ten years, is cheese. In 1872 we exported 16,424,025 pounds of

cheese of our own manufacture, in 1882 5o,807,049 pounds, and

in 1893 133,946,365 pounds, of a value Of $13,407,470. This

progress is almost entirely due to the uniform. good quality of

the Canadian-made article. From 1881 to 1894 the United
States exports of cheese declined from 147,995,614 pounds to

55,834,000 pounds, this being c]early the result of exporting an
inferior class of goods. The United States filled and adulterated
cheese has been and is injuring their foreign trade to a large ex-

tent. Canada's butter manufacture and export shows signs of
regaîning part or the whole of its old place in the foreign mar-

kets, having increased about three-fold sînce 1889, but is still

far below the aggregate of twenty years ago. Our people
appear to be awaking to the fact that nothing but first-class butter

will do for export; and with the aid recently given by the

Dominion Government there should be nothing to prevent

further large increases in our export of this important item of

our dairy products.
The tonnage of vessels entered inwards and outwards at

Canadian ports shows a heavy increase. The figures for 1873,
exclusive of the coasting trade, are 1 1,748,997 tons, which had

grown to 18,539,534 tons in 1893, an increase equal to 58%, and

the total coasting trade from 10,300,939 tons in 1876 to 24,579,123

tons in 1893, an increase of 138%/.
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The fisheries of Canada have steadily increased iii value,
the total value of the 1893 catch for the Dominion being of the
value Of $20,686,661, an increase over 1873 Of 92%, while the
capital invested in the business has increased in the past fifteen
years 116%. The steady nature of the increase is shown by
the fact that the largest increase in the past twenty-one years
was from 1892 to 1893, $ 1,745,000, and this was almost entirely
owing to the enormous catch of salmon in British Columbia in
the latter year. Owing to the constant care and supervision
of the Government these fisheries are flot likely to become ex-
hausted for very many years, if ever.

The lumber business of a country is not one in which either
large or rapid increase is desirable, as this would cause the
speedy destruction of the forests. Judging from the export
figures, Canada's lumber trade has been very steadv. During
the past five years little variation is shown ; but an increase in
exports Of 35% is recorded from 1876 to 1893, the figures for the
latter year being $27,5 12,000, representing more than 23% Of Our
total exports. Very much money was lost in this trade in
the depression wbich followed the year 1882, on account
of the overproduction, unsaleability and consequently low
prices of that period. As a rule, however, it is a lucrative
business, the year 1894 having been from fairly to highly
satisfactory.

The Canadian cattie export business is one of growing
importance. The exports of horned cattie in 1876 were valued
at $645,449, and for 1893, $7,745,1o3. Previous to two years
ago Canadian cattle went freely into Great Britain ; since tben
the British authorities compel the slaughtering of ahl our cattle
at the port of entry, asserting that a case of the dread pleuro-
pneumonia had been discovered in one of our shipments. This
embargo has stopped the shipment of "1stockers," or lean cattle,
which had been readily bought up and fattened for the market
by Scotch and English graziers. This, it is generally thought,
will ultimately prove of advantage rather than loss to Canada,
as ail the exported cattie will now be fattened here, thus bring-
ing to Canadians the full profit of the trade. The low prices
realized during the past two years have brought ]oss rather than
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profit to our shippers, as the competition with other countries
for the British market has been keen.

The export of our own agricultural produets is flot a credit-
able showing, the figures for 1876 and 1893 being $2 1,139,665
and $22,049,490 respectively. The insignificance of the increase
is partly due to reduced prices, but is also largely to be attributed
to the decreased export of barley to the United States since the
McKinley tariff was enforced. The decrease in exports of
barley and rye during this time was $6,446,ooo. This trade
will probably prove to be permanently lost, as the brewers in
the Eastern States, for whose benefit the barley was obtained,
are now apparently content to use the inferior barley grown in
the Western States. This loss was fully made up by increased
exports of wheat, oats, peas, hay, vegetables chiefly potatoes,
and green fruit principally apples, in thîs department, and of
animais. cheese, &c., in other departments. The decline in
prices is very noticeable here as elsewhere, and most strikingly
here of wheat. If the exports of our own wheat inl 1893 were
valued at 1873 prices, it would add seven or eight millions of
dollars to the amount of gross exports of agricultural produce.
The lack of increased farming population is however very
evident. In this, a new country, the farming population
should by ail means be kept constantly increasing. During
i88i-i891, however, the urban population had increased
more than three times faster than the population of the
whole Dominion.

A most discouraging feature of Canada is the slow increase
of population. As before noted, the increase from 1871 to 1891
was 31.10%, or from 3,686,596 to 4,833,239. During the latter
haîf of this period, 1881 -go inclusive, the total immigration was
1,616,781, Or 470,000 more than the increase of population in
twenty years. It is very evident that a large number of the
young people have been leaving the Dominion, and it is well
known that in all the large northern cities of the United
States, Canadians are to be found in large numbers, drawn
thither by the greater demand for labor and the higher wages
paid. Even in this melancholy showing there are a few bright
spots. On account of the recent commercial troubles in the
United States, it is oficially stated that about 8,700 families
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have returned from that country to Quebec, and Father Paradis
is now seeking financial aid for the purpose of bringing some
3,727 French Canadians to Nipissing District from the United
States. The favorable report being circulated by the delegation
of English tenant farmers, who at the invitation of the Domin-
ion Government thoroughly inspected our country in 1893,
should have a good effect in dispelling the prejudice against
Canada which to a large extent exists in England, and in pro-
moting an increased emigration. Certain it is, however, that
on account of the low prices of wheat and other farm produce,
we have not the same inducements to offer immigrants as in
former years.

While we do not wish to be over-sanguine as to the present
condition of Canada, and as to the effect of the recent economic
changes upon her industries, we think business matters here
are on the whole fairly satisfactory, and that the decline in
prices has not brought to us either very serious or permanent
injury. After such a severe business derangement as that of
the past two years, experience has shown that a period of dull-
ness and rearrangement is inevitable, and such a state is now
upon us and other countries. Signs are not wanting, however,
which seem to indicate that the present depression will not be
so prolonged as those of the past two decades, e.g., the unex-
pected increase in the price of several leading products, wheat,
cotton, petroleum, meats, etc., during this spring, owing to an
unexpected shortness of supplies. The continued advance in
the value of our foreign trade (the decline of the past year
cannot be regarded as permanent in the face of previous years)
notwithstanding a decline in prices of about one-third, is a
gratifying indication of our vitality, as is also the comparatively
small effect produced by the McKinley tariff of the United
States, a measure aimed to injure our trade, but having the effect
of sending our products to other markets. Manufacturers and
others are fairly facing the fact of lower prices, and preparing
accordingly, by introducing modern machinery and economically
working plant. Our farmers are holding their own and making
some headway, our Government is watchful and helpful in find-
ing new markets for our products, and in arranging treaties for
encouraging trade with foreign countries, and with a splendid
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banking system eminently suited to the needs of the country,
better things may be looked for before long. With our enormous
natural resources in forest and mine, in fisheries and soil, with
a good and healthful climate (although the latter bas been much
maligned), and with shrewd and careful business men in charge
of our large monetary institutions, the future would seem to hold
out much that is bright for this Dominion.

May, 1895 R. J. GOULD

NOTE RESPECTING TEE PER ESSAY IN4 COMPETITION Il.-The pressure
of mnatter for the present number has tendered it necessary to defer publica-
tion of the Essay in Competition IL., until the next issue.-ED. Comm.



REVIEWS

The E-diting Committee desire it to be understood that the "'Reviews "
appearing from time to timne, even where flot over a signature, are
contributed, and are flot in the nature of Editorial opinion.

The Canadian Banking Systern, 1817-i8go. SOME CRITICAL
OBSERVATIONS.

DR. BRECKENRIDGE'S book on the Canadian Banking System.
is the first attempt to give an adequate and systematic account
of the legisiative development of Canadian banking. On this
account, and because, on the whole, it is the conscientious and
painstaking work of a well-trained and capable economist, it is
likely to be accepted as the chief reference book on the subject
both within and without our country. It were a pity, therefore,
if such errors as it may contain should pass unnoticed or uncor-
rected, particularly in those parts of the work dealing with
periods about which information is least readily to be obtained,
and with reference to which, therefore, errors are most likely to
occur, and least apt to be detected.

Dr. Breckenridge lays no dlaim. to, a special acquaintance
with the economie environment of the Canadian banks, and
although he does attempt here and there to give a brief outline
of the commercial atmosphere in which the banks operated, yet
these are commonly the least satisfactory portions of his book.

At the same time, even the legisiative development of our
banking system, not to speak of the place and influence of the
banks in the commercial development of the country, cannot be
confidently interpreted without a pretty thorough acquaintance
with both the economie and political history of the country.
Inasmuch as so little has hitherto been done towards an
adequate presentation of the economic and social development
of Canada, the necessary acquaintance with its economic condi-
tions is only to be acquired by considerable practical knowledge
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of the country and years of patient research among the raw

materials of history, such as could flot be expected from one in

Dr. Breckenridge's position'. Indeed it is matter for surprise
that he has been able to accomplish so much and with com-

paratîvely 50 few errors, considering his situation with reference
to our country and the rather restricted range of his subject.

It is flot my purpose to make a detailed criticism of Dr.

Breckenridge's whole work, for whicb indeed my own informa-
tion is not yet adequate as regards some parts of the field which
he has covered. For the present I shall confine myseif to

pointing out some errors both of fact and judgment into which

he has failen in the eariier portion of his work, and especially
with reference to the beginning of banking in Upper Canada.

These errors seemn to be due partly to lack of information, which

even at the best is rather scanty for that period, partiy to an

apparently hasty reading of what was available, and partly to

an uncritical acceptance of testimony which was not at al

reliable. Dr. Breckenridge's statement regarding the estab-

lishment of the Bank of Upper Canada, in the third chapter of

his work, whîle perhaps admissible in an ordinary sketch of

Canadian banking, is by no means sufficiently accurate for a

work of reference. It gives a misleading idea of the sequence

of events connected with the origin of the bank, of its relation
to the Government of the time, and of the use of Government

funds in getting it started. To give an adequate idea of the
situation, however, would be to restate the whole matter. This

I niay attempt in another connection and apart from ail criti-

cism. Here I must be content with entering a caveat for what

it is worth. As to the statement that the moving cause of the
origin of the Bank of Upper Canada differed littie from the old

banks of Amsterdam, Hamburg an~d Italian cities, the compari-

son is not very felicitous when we think of the economic con-
dition of Canada at this time. There was no practical difficulty

at this time in Canada on account of a varied and fluctuating
circulatîng medium, and none at any time from which the Bank

of Upper Canada afforded an escape. The pressing difficulty
at this tùme, and the one to which ail the bank petitions referred,
was the scarcity of a circu]ating medium of any kind after the

withdrawal of the Army Bis.
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In his treatment of the so-called " Pretended " Bank of
Upper Canada at Kingston, Dr. Breckenridge is much more
seriously astray, and this is the more singular in that the very
sources of information to which he refers, with one exception,
should have prevented him fron falling into most of these
errors. This one exception is a pamphlet published in Kingston
in 1840 under the title of "Statement of the Affairs of the Late
Bank of Upper Canada at Kingston. Taken from Authentic
Documents." The documents given in this pamphlet of sixteen
pages simply refer to the confusion in which the government of
the time, the famous Family Compact, had involved the affairs
of the bank in its interference with their settlement, and throw
little light on the nature of the bank itself. These are followed,
however, by some four pages of reckless and sweeping charges,
involving not only the three persons on whom, with more or
less certainty, the responsibility for bringing the bank to sus-
pension may be laid, but many others, including the directors,
the arbitrators and the House of Assembly. Dr. Breckenridge
seems to have accepted without question or critical comparison
with the other information at hand, this random statement, and
even goes beyond it in his own sweeping condemnation of the
bank and all connected with it. As his statements involve the
honor of several prominent Canadian families, as well as seri-
ously misrepresent the nature of the first bank in Upper
Canada, we may notice them more in detail.

Passing over the anachronism which connects the forfeiture
of the charter of the Bank of Kingston with the origin of a
bank which was organized two and a half years before, we
observe that Dr. Breckenridge's account of the origin of the
first Bank of Upper Canada reads as follows :--" Nevertheless
some ten residents of Kingston clubbed together in 1819, formed
an association in direct violation of the law, invited persons to
subscribe to the stock, and opened an office in Kingston as
President, Directors and Company of the Bank of Upper
Canada." I have before me a printed copy of the articles of
association of the Bank of Upper Canada, dated 14 th July,
1818, and of the seven persons whose names are there given,
as in charge of the stock subscription book, only two were
appointed on the first board of directors. Nor did this board
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of directors afterwards remain a close corporation, for one or

two changes took place while the bank was in business. These

articles of association are practically the same as those adopted

the year before as the basis of the Bank of Montreal. The

Kingston Bank, however, was formed only after the effort to

secure an act of incorporation had apparently failed. The

promoters of the private Bank of Upper Canada were promi-

nent among those who sought to obtain the first charter for the

Bank of Upper Canada in 1817 ; and most of the directors of

this private bank, after it had started business, were charter

members in the Act passed by the House of Assembly for

establishing the Bank of Upper Canada in 1819. What

happened to that Act when it reached the Legislative Council

is another story. It was because the first charter for the Bank

of Upper Canada was reserved for the Royal assent, which was

not forthcoming, that these Kingston merchants and others

adopted the plan already put in practice by the Bank of

Montreal, and established in 1818 the Bank of Upper Canada as

a private partnership.
Again, when Dr. Breckenridge confidently accuses the " ten

residents of Kingston " of having " formed an association in

direct violation of the law," he is evidently not aware that their

association was neither more nor less illegal than those of the

Lower Canadian banks which he treats with considerable

respect. There was no law in either Upper or Lower Canada

against the formation of such banks, and no one thought of

considering them illegal until the Family Compact, desiring to

secure the banking monopoly of the province for their bank at

York, hit upon the plan (employed also in other cases and con-

stituting one of the grievances against them) of unearthing some

old English statute which could be made to cover the case.

In this instance they selected an old statute of George Il

(14 George Il, chapter 37) directed against certain bubble

schemes in the American Colonies. By applying this to the

case of the Kingston Bank of Upper Canada at the time of

its suspension, they declared it an illegal association, and there-

fore incapable of managing its own affairs or of resuming busi-

ness. Hence the Government took the institution in hand for

the benefit of the creditors, with what results need not be
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detailed here. This is the only ground for the charge of direct
violation of the iaw, and if there had been anything in it, it is
quite obvious that the Lower Canadian banks were in the same
position ; yet no such accusation is brought against them.

As to the statement that the subscriptions of the directors
were paid chîefly in stock notes, there is flot the slightest evi-
dence of this in the documents referred to by Dr. Breckenridge;
while in other documents relating to the bank, which I have had
the opportunity of examining, it is found to have been expressly
stipulated that the stock should be paid in specie or Bank of
Montreal notes. Here again our author has reiied entirely upon
the extravagant assertions contained in the latter part of the
pamphlet of 1840.

When it is further declared that the directors had neither
"honor nor honesty," it is clear that the author's sympathies

have become so completely inverted towards ail connected with
the management of the bank, that he is prepared to believe
them capable of almost anything in the way of fraud, and does
not seemn to feel it necessary to look well to his authority for such
sweeping and serions statements. Except as regards Bartiet,
Whitney and Dalton, there is no authentie ground for such an
assertion ; and even in the cases of the two latter, when ail the
facts are known, such language is too strong. Dr. Brecken-
ridge's lack of acquaintance with the history of the country has
made it easier for hlm to fail into such errors. The majority of
the directorate of the bank were men who enjoyed, both then
and afterwards, the confidence and respect of their fellow
citizens, as shown by the positions which they occupied in the
social, religious, political and commercial organizations of the
town, the district and the province. Such men were Christopher
A. Hagerman, at that time the representative of Kingston in the
Legisiative Assembly, and afterwards Chief justice of the
province; John McLean, sheriff of the Midland District, an im-
portant office in those days; John Cumming, afterwards mem-
ber for Kingston; Captain Murney; John Ferguson, secretary of
the board of militia pensions; and Patrick Smyth, Neil McLeod,
D. Washhurn and A. Richmîond, ail hîghly respected merchants,
of whose honor and honesty abundant evidence is at band.
The only criticisms of the general body of directors made in
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any of the reports of the variaus commissions appointed to in-

vestigate the affairs of the bank, were that they had been too

economical in flot appointing'a more efficient staff of officers, and

that they had trusted too much to the cashier, who supplied

them with false reports of the bank's position, while he renewed

notes and loaned money without the knowledge of the directors.

As to the story of the Ilshaving shop " and its connection

with the suspension of the president, there is no authority for

either beyond the pamphleteer of 1840. 1 have at hand, in the

Upper Canada Herald for 1822-3, a contemporary account,

officiai and otherwise, of the various stages of the dispute which

resulted in Whitney's suspension, which was mereiy a formai

matter required by one of the articles of association pending an

investigation of the charges to be made. These records show

that there is no truth in the account given by Dr. Breoken-

ridge.
The next statement, with reference to Whitney's securing

t'ne [8,ooo of redeemed notes in Montreai and using them for

his own purposes, is quite misleading, but contains enough truth

to make it toc, difficuit to separate the truth and error without

going into more detail than is here admissible. Suffice it to say

that however wrong-headed Whitney's purposes may have been,

they were promptiy declared to the directors and the money

promised to be returned when the affairs of the bank shouid be

investigated, which promise was duly fulfilled.
The assertion that Ilnote-kiting or reciprocity in endorse-

ment had been practiced freely by the directors," is another

statement lacking foundation. The evidence is ail to the con-

trary. The report of the commissioners exhibiting a detailed

statement of the bank's affairs, and printed as an appendix to

the Journais of the Assembly for 1825, giVes the list of notes

heid by the bank with the names of the endorsers. There are

ninety notes in ail, of which only eleven are from directors, and

of these only four endorsed by other directors, but flot a single

instance of reciprocai endorsement among the directors.

Such are some of the errors in the historic parts of the

work. Although there is no other portion of the book in which

so many serious mistakes occur in treating of one period, or one

institution, yet there are quite a number of mistakes of more or
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less important character, from misleading references in the foot
notes and inaccurate quotations, up to more serions errors of
fact or judgment in assigning causes or tracing effects, often
indicating simpiy an imperfect acquaintance with the atmosphere
of the subject. These defects necessarily render the book,
especialiy in its historie portions, of rather uncertain value as a
work of reference. This is ail the more to be regretted as there
is certainly nothing else on the subject which, even with these
defects, is at ail to be compared with It.

I arn well aware that the only adequate criticism of a work
of this kind is a more accurate treatment of the subject without
an explicit criticism of anyone. Dr. Breckenridge's book bas,
in many respects, made a more accurate treatment much easier
than it was before, though in other respects there is entailed on
the successor much more minute research. My object in the
present critical fragment is merely to guard against a tendency
to accept Dr. Breckenridge's book without criticism as an ac-
curate and final statement, and to suggest the need for further
investigation both along the special vein wbich he bas opened,
as well as along other lines in the economic field, ail of which
are of necessity organically connected with each other.

ADAM SHORTT
QUEEN'S UNIVRRSITY, KINGSTON

The Operation of Bimetallisnî in France. BY H. PARKER WILLIS,
in The Yournal of Political Economy.

IN the monetary controversy for many years it bas been the
wont of birnetailists to cite the experience of France during the
period 1803-1873, when her mints were open to the unlimited
coinage of gold and silver at a fixed ratio, as demonstrating the
possibility of maintaining by legisiation a fixed price between
gold and silver. Mr. Giffen bas termed the argument the trump
card of the bimetallist party, and in bis Case against Bimetal-
lisen he has devoted a chapter to this particular brancb of the
subject, in whicb be has adduced figures to show that at one
period in this epoch of so-called bimetailismn in France, gold was
at a premium, while at a later period there was a premiumn upon
silver. Were Mr. Giffen's facts admitted, an argument based
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on the experience of France would of course lose its entire
force, but Mr. Giffen's, accuracy on this point has been vigor-
ously assailed, and bimetallists have flot ceased to quote the

example of the working of the monetary laws of France during
this period.

In support of the views of Mr. Giffen we have now some
valuable and very instructive statistics, which have been gathered
by H. Parker Willis from officiai sources, and are published in
The _7ourna1 of Political Economy forj une. In Mr. Parker's article
is presented atable setting out the imports and exports of gold
and silver respectively in each year, from 1822 to 1875. The
figures seem to establish beyond doubt that from 1822 to 1847
the value attributed to gold was greater than that set by the
French law, as witness the fact that of the comparatively small
volume of exports and imports of gold during this period,
there was a net export of 61,ooo,ooo fcs., while in the same
period there was a net excess of imports of silver amounting to
2,051,000,000 fcs., each year without exception witnessing a net
import. The figures become more striking still when the period
from 1822-47 15 contrasted with that from 1847-1870, Com-
mencing with 1847, about the time of the first of the discoveries
of gold in Australia and California, there set in a steady net
import of gold, which continued during the 23 years, and
amounted in ahl to 5,177,000,000 fcs., while down to 1865 there
was a total net ex/port of sîlver of i,046,000,000 fcs., the export
for the longer period to 1870, however, being reduced by the

excess imports of the last five years to 556,000,000 fcs.

Mr. Willis furnishes further statistics showing that from

1795-1848 silver formed 77.1 per cent. of the coinage, and gold

but 22.9 per cent., the corresponding figures for the last
eighteen years of the period having been 89.1 and 10.9 ; while
during the period 1848-1859 the percentages were : gold, 85.7;
silver, 14.3.

There seems to be here conclusive evidence of the existence
of a premiumn at one time upon gold and at another upon silver,
in what is called the period of Bimetallisma in France-as
claimed by Mr. Giffen from quite different data ; and this fact
at least is established, that the -action of France in keeping its
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mints open to the unlimited coinage of bath gold and silver at a
fixed ratio of i5î to Il did not prevent the values of the two
metals from fluctuating with changes in the relation between
demand and supply.

Defalcations by Bank Epnployes.-How they may be Averted.

THE Guarantee Company of North America have issued
to their patrons a very carefully prepared pamphlet on the above
subject. It has been the company's experience in the many
years since its establishment, that a very large proportion of the
defalcations by bank employees bas resulted from the employer's
failure to observe one or more simple rules in respect to super-
vision and examination of accounts, and they now formiilate a
set of rules based on this experience, the adoption of which
would be calculated to prevent or detect defalcations. The
regulations proposed appear to be those generally adopted by
banks in England and Canada, in which countries, we are
interested to note, the company state the defalcations are
exceedingly small as compared with the United States, where
such rules are not, as a rule, enforced.

A perusal of the pamphlet could flot but be profitable to
bank managers in Canada as well as in the United States.

CORRESPONDENCE

THE BANK 0F NBW BRUNSWICK

To the Editing Committee :

DEAR SIRS,-On page 461 of the JOURNAL for June, in Dr.
Breckenridge's article on the"I Canadian Banking Systeni," there
is a mis-statement with regard to this banik. We are mentioned
as one of six banks which Ilprovided for losses incurred in their
loaning business by reduction of capital."
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In 1886 this bank reduced its capital, flot on account of
losses, but voluntarily and as a matter of policy, and the whole
amount of the reduction was paid to the shareholders in cash.

This action the management have neyer seen reason to
regret.

It is, I believe, a unique incident in the history of banking
in Canada.

Yours truly,

GEo. A. SCHOFIELD,

Manager

QUESTIONS ON POINTS 0F PRACTICAL
INTEREST

T HE Editing Committee are prepared to reply through this
column to enquiries of Associates or subscribers from

time to tîme on matters of law or banking practice, under the
advice of Counsel where the law is not clearly established.

In order to make this service of additional value, the Com-
mittee will reply direct by letter where an opinion is desired
promptly, in which case stamp should be enclosed.

The questions received sînce the last issue of the JOURNAL

are appended, together with the answers of the Committee:

Notices ta Obligants on Discounted Paper

QUESTION 13 .- It lias become a custom of the banks in
this Province (British Columbia) to send out notices of maturity
to acceptors of drafts and makers of notes. Does this custom
extend to bankers in other provinces ? It seems to, me that it
is more or less unwarranted and should be unaniînously discon-
tinued, as it would be to the advantage of all banks in economy
of labor and expense to do so.

ANSWR.-We believe that this is almost a universal prac-
tice, and it seems to have mucli to recommend it from ail points
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of view. It no doubt involves considerable expense in the way
of postage, &c., but as a stimulant to the payment of the bis
and a protection against forgery, it seems to be generally looked
upon as worth ail that it costs.

Endorsements on Deposit Receipts
QUESTION 14.-Do you, or do you not, tbink that the simple

endorsement by a banik of any deposit receipts passing through
its hands guarantees ail previous endorsements ? 1 think it
does, but the point is often disputed.

ANSWER-The endorsements on deposit receipts of the
ordinary non-negotiable form are flot endorsements in the sense
of the Bis of Exchange Act, and do flot necessarily involve
the consequences which an endorsement on a bill of exchange
carnies with it. The practical effect of such an endorsement as
described by our correspondent is no doubt very much the same.
if a banik cashes its deposit receipt, which bas corne through the
hands of another bank and is endorsed by the latter, it xvould
have a right to demand a return of the money should it appear
that the bank receiving it had, as against the owner of the ne-
ceipt, no right to receive it. The depositing bank neceives the
money on the implied representation that it has a right to collect
the amount.

Similar questions arise with respect to a cheque which has
been paid by the banik on which it is drawn. Endorsements on
cheques do flot bring the parties under the contract of endorse-
ment with the bank on which the cheque is drawn. The drawee
is flot a holder for value in due course when the cheque is paid,
but a bank can recover the money from the party to whom it has
been paid if, as a matter of fact, the party to whom it was paid
had flot a good title. His liability is flot that of an endorser,
but simply of a party who bas received money under circum-
stances entailing upon him the liability to refund it. The
case of Ryan vs. Bank of Montreal (12 Ont. Reports, P. 39, and
14 Appeal Reports, Ontario, P. 553) and the cases therein cited,
contain much information respecting the prînciples involved.

Endorsements by Rubber Stamp
QUESTION i5.-Now that stamped endorsements are be-

coming 50 much used by large business firms and others, would
it flot be as well to have some definite understanding regarding
them ? The question might anise as to whether they are legally
valid discharges. Thene does flot seem to be any provision
made for them in the Buis of Exchange Act, and there is
evidently some doubt regarding them, as tbey are frequently
guaranteed by bankers when sending documents endorsed in
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this fashion, forward for collection. Tbey seem to have corne
into use as a nieans of doing away with the old and more
laborlous way of writing the endorsements. Some banks are in
the habit of taking letters from their customers admitting
liability for such endorsements ; but how about the drawer (in
the case of a cheque) ? Is he to be satisfied by a stamped en-
dorsement ? Cannot hie demand a written discharge ? 0f
course cheques endorsed in this way always corne ta the payee
bank through the medium of another bank, and are usually
endoi 'sed "lfor deposit only," but 1 have noticed cases, more
especdally in cheques corning from Arnerican institutions, where
they have flot had even that clause inserted.

ANSWER.-Stamped endorsements put on with the authority
of the party are quite as binding as written endorsernents ; and
although frorn the point of view of the difficulty of proving their
genuineness, the practice bas sorne objectionable features, it bas
become altogether too common and too useful ta be naw with-
stood. As far as the banks are concerned, what we have said
in reply to Question No. 14. above, as ta the lîability of the bank
ta which items are paid, applies in this case also, and this
affords, protection for the bulk of such transactions. The bank
with which the item is originally deposited by the party whose
endorsement is put on by means of a stamp, would naturally
protect itself by a written agreement with its custamer, such as
aur correspondent refers ta.

As ta the rights of the drawer of the cheque ta be satisfied
with the endorsement, we do not think that he bas any ground
for complaint. At any rate in order ta prove that the bank had
no right ta charge the cbeque to his account, he would have ta
prove the invalidity of an endorsement

Che que Presented for Paymeizt by a Debtor of a Bank

QUESTION 16.-The payee of a cheque drawn ta order
endorses it and presents it for payment. Can the bank right-
fully apply the funds upon an overdue note it holds of the
payee ? What if payee dlaims that funds for cheque are not
his own ? Would the drawer have any grounds for objecting
or legal remedy against the bank for sa treating his cbeque ?

ANswER.-Th-e Committee bave thought it well ta refer
the above questions ta the counsel for the Association, Mr. Z. A.
Lash, Q.C., and the following answer has been framed under
bis advice as ta the law affecting the matter :

The questions involve some nice considerations. There
are twa aspects in wbich the matter may be viewed : first, the
strictly legal one ; second, the ethical one. Upon the latter
opinions of course may vary, an~d there is no rule for decision.

8
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We therefore refrain from expressing any opinion upon this
branch, leaving each bank ta decide for itself whether, under the
particular circurustances which may surround the case, it would
as a matter of ethics be justified in retaining the proceeds of
the cheque.

With reference ta the legal aspect, there appear ta be no
reported decisions expressly governing the case. The answer
to the question as ta the payee's rights against the bank, may,
we think, be warked aut in principle upan these lines:

Assume that the payee is the beneficia] owner of a
cheque. He presents it far payment. The bank accepts.it in
the usual way. This acceptance brings the payee inta privity
with the bank, and enables him ta bring an action against the
bank in his own name upon the cheque. If, therefore, instead
of retaining the cheque and crediting the payee with the pro-
ceeds, the bank should hand back the accepted cheque ta the
payee and then refuise ta pay it, the payee might bring an
action against the bank for the amount. If he did so, what
would be the bank's position ? Clearly it could set off against
such action the amount of the overdue note. If, however, the
bank retains the cheque and dlaims ta apply the amount upon
the overdue note, what would be the payee's remedy? We
think he could proceed in three ways:

(i) To sue in trover for the conversion of the cheque, or,
speaking less technically, he could sue the bank for damages
because he had been deprived of his property, viz., the cheque.
The aniaunt of lis damages in this case would be the value of
the cheque, and would clearly be limited ta the amount of the
cheque. He could have no further dlaim.

(2) If the bank had appropriated funds ta the payment of
the cheque-for instance, if the teller had countled out the
money and had told the payee that it was the money for the
cheque-he could probably sue the bank ta recover the amount
as money held by the bank for his use.

(3) He might possibly treat the possession of the cheque by
the bank as his possession, and sue upon the acceptance.

If he took the last course, then the bank would, as above
stated, have the right ta set off the amount of the overdue note.
If he took the second course the bank would have the same
right, the demands in each case being liquidated. But, if he
took the first course, the right of the bank ta plead set off, as
such, would be extreme]y doubtful, because set off dan only be
pleaded where the demand ta whxch it is pleaded is a liquidated
demand or one capable of being ascertained by computation as
distinguished ftom a demand where the amount must be ascer-
tained by assesstnent or valuation.
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But the bank's right would flot in such a case be confined
to pleading set off. Under the practice of the Courts in On-
tario, where a defendant is allowed in his defence to set up by
way of counterclaim any demands against the plaintiff, the
bank could in its defence to the action counterclaim for the
amount of the overdue note. It would, of course, get judg-ment
upon this counterclaim, and, even if the payee got judgment
against the bank for the amount of the cheque as damages
for its conversion, the practical resuit would be that the two
judgments would be set off one against the other, and the only
question involved would be one of costs.

If the cheque, though payable to the order of the payee,
really belonged to some other person, it is, we think, clear that
the bank would flot have the rights above explained. It could
not pay its own dlaim against the payee out of funds belonging
to another.

Our space for this number of the JOURNAL wilt flot allow us
to deal with the other question, viz., whether the drawer would
have any grounds for objecting, or legal remedy against the
bank for so treating bis cheque. We will allude to this branch
of the question in our next issue, and explain also the rights of
the payee against the drawer.
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NOTES

"'One-Man" ComPanies.-The case of Broderip v. Salo-
mon, known as the "one-man company" case, bas attracted
much attention in England, where the formation of companies
under the joint-Stock Companies Act, to carry on business for
the benefit of a single person who is the true owner of the
business, is of common occurrence. Such companies are by
no means unknown in Canada; but they have flot here the
power to issue debentures which form a first charge on the assets
of the company, except by the usual process of a mortgage or
trust deed patent to ail the world. This power, which exists in
England, is usually at the root of the troubles which overtake
such companies, or rather their creditors, there.

In dealing with this case both the Court below and the
Court of Appeal took very broad and general grounds for im-
peaching the dlaims of the chief shareholder to be a preferred
creditor as regards the debentures he held. The learned Judges
in each Court were clearly desirous that the essence of the trans-
actions should be considered rather than the mere form, and the
clearness with which they set out the true status of the parties
leaves nothing to be desired. The trial Judge found that the
company was in effect the agent of the one stockbolder, and that

*[NorE-We are under obligation to one of our subscribers for for-
warding us capy of a communication sent ta him in which attention is called
ta the reparts af legal cases affecting bankers. decided in Canada, regularly
published in an American jaurnal. In view of the enquiry implied in affording
us a perusal of this, and for the information of aur subscribers generally, we
think it well ta state that the Editing Çommittee bas access ta the reports of
ail notable cases decided in England as well as Canada, and that the JOURNAL
furnishes its readers 'with particulars af ail cases which are considered Of
importance ta bankers.

We might add, as bearing on the value of the legal columns of the
JOURNAL, that the Committee are careful ta omit, or ta refer ta as of doubtful
value, al judgments which in the opinion of caunsel are nat likely ta be
upheld.J
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he should be responsible for the debts incurred for bis benefit.
Such a doctrine carried to the extreme might work great injustice,
but in this case the conclusion to which it pointed was quite
equitable. In the Court of Appeal the view was expressed that
the relation of principal and agent was perhaps hardly applicable,
and the cornpany was likened to a trustee for its true awner, with
the same resuits.

The case will repay perusal, and although aur cases here
are usually the converse of Broderip v. Salomon-that is, the
company is sometimes formed to protect assets from the one
shareholder's personal creditors, the principles involved may
hereafter affect important decisions here.

This converse was dealt with in another case reported
below, Yeffreys v. Carey's Cycle Co'y, where the assets were
followed into the hands of the company, subject to the dlaims
of the creditors of the company.

Claims for Interest on Debis Proved against the Liquidator of
a Failed Bank.-A decision of some interest was recently ren-
dered in the Court of Queen's Bench, Manitoba, in connectian
with the liquidation of the Commercial Bank of Manitoba.
The liquidator applied for the direction of the Court as ta
wbether interest should be allowed on the dlaims of the several
classes of creditors other than shareholders. The Court
directed that unless there should be a surplus after payment of
the principal of the debts, all interest shauld cease from the
commencement of the winding up ; but that if there should be
funds available for the purpose interest should be allowed as
follows:

(i) Depositors whose accounts before the winding up
were subject ta interest, would be entitled ta interest at the
agreed rates, and in determining the amounts of their dlaims
any dividends paid sbould be applied first in payment of the
interest accrued, and then an accaunt of the principal in the
ordinary way.

(2) Depositors whose accaunts did flot bear interest, and
general creditors, could anly dlaim interest where demand for
the same in writing had been made on the liquidators, and then
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they would be entitled to interest at 6% from the date of such
demand.

(3) Holders of drafts and bis of exchange issued by the
bank, drawn on its own branches or on other banks, would be
entitled, under section 5, sub-section 2, Of the Bis of Exchange
Act, to treat them either as bis of exchange or promissory
notes, and could dlaim interest at 6 per cent. from the time of
presentment for payment to the drawees under sec. 57 Of the
Act. The fact that the holders knew that immediate present-
ment for payment would be useless would flot entitie themn to
interest from the date of the winding Up.

(4) Holders of cheques drawn upon the bank by dustomers,
and certified by the bank and charged to the customers'
accounts, wouid be entit]ed to interest on the same conditions
as depositors whose accounts are flot subject to interest, as set
out in paragraph (2) above. The certifying of a cheque by an
Ilacceptance " stamp does not constitute an acceptance by the
baink within the meaning of sec. 17, sub-section 2, Of the Bis
of Exchange Act.

Dissolutions of Partnerships.-The most important matter
of a legal nature which bas corne to our hands this quarter is,
we tbink, the paper read by Mr. Lash at the Quebec meeting.
It deals in a very practical way wîth the various questions
which arise with respect to the liability to a bank of deceased
or retiring partners, and of guarantors for the indebtedness of a
firm, in the event of a dissolution of partnership by death or
otherwise. In consequence, however, of the iength to which
the report of the proceedings of the annuai meeting has ex-
tended, it bas been found necessary to defer publication of this
article, as well as some other matter, until the next issue.

COURT 0F APPEAL, ENGLAND

Broderip vs. Salomon & Co. L'd*
Where a business is turned into a "private" limnited company, the vendor

retaining the entire pecuniary in terest in and control over it, the corn-
*From the fuflir report in THE TimES LAw REPORTS.
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pany is in the position of a trustee for him, and he impliedly indemanifies
it against debts cornracted in carrying on the business, and in the wind-
ing-up of such a company, when insolvent, debentures taken by the
vendor to cover unpaid purchase-money wiII flot be allowed to be set up
in priority to the claimas of unsecured creditors.

This was an appeal from a decision of Mr. justice Vaughan
Williams. Their Lordships substantially affirmed the decision
of the Court below, but took a somewhat different view of the
legal relationship between the founder of the company and his
creatures. The appellant was Mr. Aron Salomnon, who had sold
his business to a company formed for the purpose. The re-
spondents were the company and its liquidator. The material
facts of this case as stated by Lord justice Lindley, are as
follows :-Mr. Aron Salomon carried on business as a leather
merchant and hide factor and wholesale and export boot manu-
facturer and Government contractor in Whitechapel. Mr. Aron
Salomon was desirous of forming a company to take over this
business, and on July -20, 1892, an agreement was entered into
with a trustee for the intended company. By this agreement
the trustee agreed to buy the assets and goodwill of the busi-
ness on the following basis: £7,500 for the goodwill, to be paid
for ini fully paid-up shares in the new company; [6,ooo for the
fittings and fixtures, also tobe paid for in paid-up shares ; [î16,ooo
for the stock-in-trade, to be paid partly in shares and partly in
cash and debentures; [6,782 for the bis receivable and book
debts, the figure at which they stood in the balance sheet, to be
paid for in cash ; and [,2,500 for the leases of the property on
which the business was carried on, to be paid for in shares.
The vendor further agreed to pay and discharge ail the debts
and liabilities of the business subsisting on June 1, 1892, fromn
which time the purchase was to take effect. It was to be comn-
pleted on August 4, 1892. In framing this agreement and in
arriving at the sums to be paid by the company for Mr. Aron
Salomon's business, no one acted on behaif of the proposed
company. Mr. Aron Salomon's books were made up by an
accounitant employed by him; no one else had anything to do
with the matter ; and he, in fact, settled the figures and dictated
the terras which are to be found in the agreement. The prices
which the company was to pay were some £8,ooo higher than
the amounts appearing in the balance-sheet. On july 28, 1892,
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the company was formed in order to carry out this agreement
with such modifications, if any, as might be agreed to, and to
acquire and carry on Mr. Aron Salomon's business. He was
the promoter of the company. He and his wife and daughter
and four sons signed the memorandum of association. The
nominal capital of the company was [40,000 divided into 40,ooo
shares of £i each. His wife and children held one share each.
He signed the memorandum in respect of one share only; but
he subsequently acquired 20,000 other shares. No one else
ever had any share in the company. By the articles of associa-
tion (article 50) each member was entitled to one vote for every
share held by him. So that Mr. Aron Salomon could always
outvote all the other shareholders and thus carry any resolu-
tion he chose at any general meetings of the shareholders. By
article 57 the first directors were to be nominated by a majority
of the subscribers to the memorandum of association. The
directors had the usual general powers of management, with
large powers of borrowing money and with an express power to
issue debentures for any debts of the company. On August
2, 1892, the subscribers to the memorandum of associa-
tion met and appointed Mr. Aron Salomon and his two sons
-Emanuel Salomon and Salomon Salomon-to be the first
directors. Mr. Aron Salomon was appointed managing
director at a salary of £5oo a year. The salaries of the two
sons were [148 a year each. On the same day the three direct-
ors then appointed met. Mr. Aron Salomon was appointed
chairman, and another of his sons, Mr. Asher Salomon, was
appointed secretary ; two directors were to form a quorum.
The agreement for the acquisition by the company of Mr. Aron
Salomon's business was adopted. It was further resolved that
the stock-in-trade should be taken at the price of £16,ooo, and
be paid for as to [6,ooo in cash, and as to [10,000 in deben-
tures, bearing interest at 5 per cent. and payable at the end of
six years unless previously redeemed by the company. It was
also resolved that a cheque for [6,782 19s. 7d. should be drawn
in favor of Mr. Aron Salomon for the bills in hand and book
debts, and that upon his executing a declaration of trust of the
leases of his business premises, [2,500 cash should be paid to
him. It was also resolved to issue seven shares to the seven
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subscribers of the memorandum of association. On AugUSt 2,
1892, a formai agreement for the acquisition of the business
was executed by Mvr. Aron Salomon and the company. The
arrangement which the company and Mr. Salomon undertook
to carry out by this formai agreement of August 2, 1892, was
based upon the preliminary agreement Of JUlY 20, 1892, and
except in one respect the two agreements are alike. By the
preliminary agreement of July 20, 1892, however, paynient for
most of the assets to be taken by the company was to be made
in fully paid-up shares. This was modified by the formai
agreement of August 2, 1892, into payment in cash and deben-
tures. The effect was to avoid the necessity 0f registering any
agreement for the issue of shares as fuily paid.up as required
by the Companies Act, 1875.

On September 5, 182 debentures were sealed and ordered
to be given to Mr. Aron Salomon, and on the samne day 20,000

shares were allotted to him upon his application. The deben-
tures here referred to appear to have been issued to him on
J anuary 26, 1893, but to have been cancelied on Feb. 3, 1893,
and instead thereof debentures to the extent of [io,ooo were
seaied and îssued to Mr. Edmund Broderip as a security for
[5,oo lent by him to Aron Salomon, but which Aron Salomon
himself lent to the company at ten per cent. interest. Mr.
Broderip. not being able to get paid interest upon his debentures,
gave notice requiring payment of the principal, and on October
Il, 1893, he brought an action for the usual relief. This led to
a windin g-up petition, and on October 26, 1893, an order to wind
up the company was made. Mr. Broderip was paid off by the
company, and the [Cio,ooo debentures issued to hima were
claimed by Mr. Aron Salomon to be a first charge in his favor
to the extent of [5,000 and interest on the assets of the coin-
pany. Were this dlaim established it would exhaust the assets
of the company, and there would be littie or nothing for the
other creditors of the company. The unsecured debts of the
company amounted to over ;Ci ,ooo, and there was an estimated
deficiency of assets of over [,8,ooo. The company, however,
by its liquidator, impeached the vaiidity of these debentures,
and sought to set aside the agreement under which the company
acquired Aron Salomon's business and to compel him to refund
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to the company C29,257 which lie had received in cash from.
the company under that agreement, or, in the alternative, the
company, by its liquidator, sought to have it declared that Aron
Salomon was bound to indemnify the company against its debts
and liabilities upon the ground that the business carried on by
the company was really his business carried on by him in its
name. This latter view was adopted by Mr. justice Vaughan
Williams, against whose decision the present appeal was
brought.

Lord Justice Lindley read his judgment, which, after
reciting the facts, continued in the following language :

The case is one of great general importance. There can bie
no doubit that in this case an attempt has been made to use the
machinery of the Companies Act, 1862, for a purpose for which
it neyer was intended. The Legislature contemplated the en-
couragement of trade by enabling a comparatively small number
of persons-viz., not less than seven-to carry on business with a
limited joint-stock or capital, and without the risk of liabîlity be-
yond the loss of such joint-stock or capital. But the Legisia-
ture neyer contemplated an extension of limited liability to
sole traders or to a fewer number than seven. In truth,
the Legislature clearly intended to prevent anything of
the kind (see secs. 48 and 79). Although in the present case
there were, and are, seven members, yet it is manifest that six of
them are members simply in order to enable the seventh himself
to carry on business with limited liability. The object of the
whole arrangement is to do the very thing which the Legis-
lature intended flot to bie done, and, ingenious as the scheme
is, it cannot have the effect desired so long as the law remains
unaltered. This was evidently the view taken by Mr. justice
Vaughan Williams. The incorporation of the company
cannot be disputed. Wlîether by any proceeding in the
nature of a scire facias the Court could set aside the certificate
of incorporation, is a question which has neyer been considered,
and on which I express no opinion; but, be that as it may, insuch an action as this the validity of the certificate cannot be
impeached. The company must, therefore, bie regarded as a
corporation, but as a corporation created for an illegitimate
purpose. Moreover, there having always been seven members,although six of them. hold only one [Ci share each, Mr. Aron
Salomon cannot be rcached under section 48, to which I have
already alluded. As the company must bie recognized as a
corporation, I feel a difficulty in saying that the company did
flot carry on business as a principal, and that the debts and
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liabilities contracted in its name are flot enforceable against it
in its corporate capacity. But it does flot follow that the order
made by Mr. justice Vaughan Williams is wrong. A person
may carry on business as a principal and incur debts and lia-
bilities as such and yet be entitled to be indemnified against those
debts and liabilities by the person for whose benefit he carnies
on the business. The company in this case has been regarded
by Mr. justice Vaughan Williams as the agent of Aron Salomon.
1 should rather liken the company to a trustee for him-a trustee
improperly brought into existence by hirn to enable him to do
what the statute prohibits. It is manifest that the other mem-
bers of the company have practically no interest iri it, and their
names have merely been used by Mr. Aron Salomnon to enable
him to form a company, and to use its name in order to screen
hîmself from liability. In a strict legal sense the business
may have to be regarded as the business of the company,
but if any jury were asked, Whose business was it? they
would say Aron Salomon's, and they would be right, if they
meant that the beneficial interest in the business was his.
1 do not go so far as to say that the creditors of the com-
pany could sue him. In my opinion, they can only reach
him through the company. Moreover, Mr. Aron Salomon's
liability to indemnify the company in this case is, in rny view,
the legal consequence of the formation of the company in order
to attain a resuit flot permitted by law. The liability does flot
arise simply from the fact that he holds nearly ail the shares in
the company. A man may do that and yet be under no such
liability as Mr. Aron Salomon has corne under. His liability
rests on the purpose for which he formed the company and on
the way he formed it, and on the use which he made of it.
There are many sma]l companies which will be quite unaffected
by this decision. But there may possibly be some which, like
this, are mere devices to enable a man to carry on trade with
limited liability, to incur debts in the rinme of a registered
company, and to sweep off the company's assets by means of
debentures which he has caused to be issued to himself in order
to defeat the dlaims of those who have been incautious enough
to trade with the conipany without perceiving the trap which
he bas laid for them. It is idle to say that persons dealing with
companies are protected by section 43 Of the Companies Act,
1862, which requires mortgages of limited companies to be
registered and entities creditors to inspect the register. It is
only when a creditor begins to fear he may flot be paid that he
thinks of looking at the register; and until a person is a creditor
he bas no right of inspection. As a matter of fact, persons do
flot ask to see mortgage registers before they deal with limited
companies, and this is perfectly well known to every one

121
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acquainted with the actual working of the Companies Acts and
the habits of business men. Mr. Aron Salomon and his advisers,
who were evidently very shrewd people, were fully alive to this
circumstance. If the Legîsiature thinks it right to extend the
prînciple of lirnited liability to sole traders, it will rio doubt do
so, with such safeguards, if any, as~ it may think necessary. But
until the law is changed such attempts as these ought to be
defeated whenever they are brought to light. They do infinite
mischief; they bring into disrepute one of the most useful
statutes of modern times by perverting its legîtimate use, and
by making it an instrument for cheating honest creditors. Mr.
Aron Salomon's scheme is a device to defraud creditors.
Agreeing as 1 do in substance with Mr. justice Vaughan
Williams, I do flot think it necessary to investigate the question
whether the so-called sale of the business to the company ought
to be set aside. The only object of setting it aside is to obtain
assets wherewith to pay the creditors, and this object can be
attained on sound legal principles by the order which he bas
made. In the event, however, of this case going further, I will
add that I regard the so-called sale of the business to the com-
pany as a mere sham, and that in my opinion it mîght, if neces-
sary, be set aside by the company in the înterest of its creditors,
although ail the shareholders, such as they were, knew of and
assented to the arrangement. They were simply assisting
Mr. Aron Salomon to carry out his scheme. We have
carefully considered the proper form of order to be made
on this appeal, and the order of the Court will be as follows:
This Court, being of opinion that the formation of the companry,
the agreement of August, 1892, and the issue of debentures to
Aron Salomnon pursuant to such agreement were a mere scheme
to enable him to carry on business in the name of the company
with limited liability, contrary to the true intent and meaning of
the Companies Act, 1862, and, further, to enable him to obtain
a preference over other creditors of the company by procurîng
a first charge on the assets of the company by means of such
debentures, dismiss the appeal of Aron Salomon with costs; and,
it being unnecessary to make any order on the liquidator' s cross-
notice of appeal, discharge the order directing the liquidator to
pay costs of the counter.claim and give him those costs.

Lord justice Lopes said:

"lThis is a case of very great importance, and I wish shortly
to state my reasons for concurring in the judgment just delivered.
I do flot propose to restate the facts s0 fully and clearly detailed
by Lord justice Lindley. I shall content myself with shortly
stating the impression they have produced on my mi. The
incorporation of the company was perfect, the machinery by
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which it was formed was in every respect perfect, every detail
had been observed ; but, notwithstanding, the business was, in
truth and in fact, the business of Aron Salomon ; hie had the
beneficial interest in it ; thle company was a mere nomninis umnbra,
under cover of which hie carried on bis business as before,
securing himself against loss by a limited liability of [Ci per
share, ail of which shares hie practically possessed, and obtaining
a priority over the unsecured creditors of the company by the
debentures of which he had constituted hirnself the holder. It
would be lamentable if a scheme like this could flot be defeated.
If we were to permit it to succeed, we should be authorizing a
perversion of the joint-Stock Companies Acts. We should be
giving vitality to that which is a myth and a fiction. The trans-
action is a device to apply the machinery of the joint-Stock
Companies Act to a state of things neyer contemplated by that
Act, an ingenious device to obtain the protection of that Act in
a way, and for objects, not authorized by that Act, and in my
judgment in a way inconsistent with and opposed to its policy
and provisions. It neyer was intended that the companv to be
constituted should consist of one substantial person and six
dummies, the nominees of that person, without any real interest
in the company. The Act contemplated the incorporation of
seven independent bona fide members, who had a mind and a
will of their own, and were flot the mere puppets of an individual
who, adopting the machinery of the Act, carried on bis old
business in the saine way as before. when he was a sole trader.
To legalize such a transaction would be a scandai. But to what
relief is the liquidator entitled ? In the circumstances of this
case, it is, in my opinion, competent for the Court to set aside
the sale as being a sale from Aron Salomon to himself-a sale
which had none of the incidents of a sale, was a fiction and
therefore invalid ; or to declare the company to be a trustee for
Aron Salomon, whom Aron Salomon, the ceslui que trust, was
bound to indemnify; or to declare the formation of the company,
the agyreement of August, 1892, and the issue of the debentures
to Aron Salomon pursuant to such agreement to be merely
devices to enable him to carry on business in the namne of the
company with limited liability, contrary to the true intent and
meaning of the Companies Act, 1862, and, further, to enable him
to obtain a preference over other creditors of the company by
obtaining a first charge on the assets of the company by means
of such debentures. I am inclined also to think that a scire

facias would go to repeal the certificate of incorporation ; but I
express no decided opinion on the point. The appeal will be
dismissed with costs.

Lord justice Kay also concurred.
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Q UEEN'S BENcH DivIoN, ENGLAND

it re Edward Carey-Ex Parte Jeffreys vs. Carey's Cycle Com-
pany, L'd*

Where an insolvent converts his business into a Ilprivate " Iimnited companty,
bis sssets may be followed in the hands of the company by bis creditors,
subject to the claims of the creditors of the company itseif.

This wvas an application by Mr. Sydney Jeffreys, the trustee
of Carey, ta set aside a transfer by the bankrupt to the above
company of his business and stock-in-trade, and it was the con-
verse af the case of Broderip vs. A. Salomon and Company.
Carey formerly carried an a cycle business in Blackfriars-road,
as IlCarey's Cycle Repository." In August, 1894, a limited corn-
pany was formed under the name of "lCarey's Cycle Company
(Limited)," the first five subscribers ta the memorandum being
Carey, bis three sisters, and bis son. On August 16, 1894,
Carey entered into an agreement with Charles May, an behaif of
the company, for the sale of his business and stock-in-trade and
effects ta the company, in consideration of [x,5oo, ta be paid in
cash or bis, at the option of the company, and [1i,5o0 in
shares of the company and of Carey being appointed manager
of the company for three years. None of the consideration
was paid in money. On December 4, 1894, a receiving order
was made against Carey, and he was subsequently adjudicated
a bankrupt. On the same day as the receiving order the comn-
pany passed a resolution ta wind itself up, and a liquidator was
appointed. On February 4, 1895, the lîquidator sold the assets
of the company ta Messrs. Edwards and Flexman, bath of
whom were cannected with the campany, for [370.

Mr. justice Vaughan Williams gave judgment for the
trustees, and held that the assets of the company were part of the
general assets af the bankriipt. There was no doubt a sale in
paint of farm hy Carey ta the company, and the company was a
legal corporation created in accordance with the Act of 1862.
But, althaugh this was so, stili, in bis Lardship's judgment, the
business continued ta be under the contrai and ta be the business
of the bankrupt. His Lordship found, as a fact, that Carey had
adopted the course of fortiing a company ta purchase bis
business because he was in financial embarrassment. And when
a trader makes a transfer under such circumstances, retaining
cantrol of the business, it is not a true statement of the fact ta

*Fyom the fidaer report in Tait Timits LAw REPORTS.
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say that there is a sale, because there is wanting that an-
tagonismn of interest in the parties which is a necessary element.
There is flot really a buyer and a seller ; the vendor is, in fact,
the principal and the company is his agent. There was really
only one persan in the transaction-the bankrupt himself-and
the campany was only another form he had assumed. But
while the sale must be treated as a nullity as hetween the trader
and the company, third parties who were flot privy to the trans-
action must not suifer. As regards the creditors of the coin-
pany the sale must be treated as a reality. His Lordship saw
no difficulty in treating the sale as invalid for one purpose and
valid for another. This was done both at law and equity in
certain cases, as where a bill of lading was pledged. The
creditors of the company were not, as Mr. Reed had contended,
ta corne upon the estate of the bankrupt pari Passu with the
other creditors. The bankrupt had allowed the company ta
trade as if it had an independent existence, and as regards its
creditors he was estopped from denying that such was the case.
The trustee took the estate subject ta the same rights as the
bankrupt hirnself, and was also estopped in the same way. As
the company was merely the agent of the bankrupt, he was
bound ta indemnify it against the obligations it had incurred on
bis behaîf; and the creditors of the company stood in the same
position as the company. They were entitled ta be paid first
out of the assets of the cornpany in preference ta the other
creditors of the bankrupt ; but they rnight, at their option, prove
as ordinary creditors upon the general estate.

Deutsche Bank (London Agency) vs. Beriro & Company*
Where a bank, through an error, advises a customer of the paymnent of a bill

which had been left by him with the bank for collection, it cannot after-
wards recover the amount where the customer, relying on the advice,
has paid over the money ta another party.

The facts of this case are as follows: A foreign bill of ex-
change for [io4 odd was negotiated ta one Jacob Rafael Bena-
tar, by him endorsed ta Beriro & Ca., bis London agents, for
collection, who in turn endorsed it ta the Deutsche Bank, and
sent it ta themn for collection. The bill was payable at Brussels in
January, 1895. In sending it tatheir Belgian agents the Deutsche
Bank asked for a special advice upon its payment. The Bel-
gian agents sent a reply ta the eifect that they had credited the
Deutsche Bank with the amount of the bill on 4 th February, and

*From fuller report in Tma TimEs LÀw REPORTS.
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on that date the latter advised Messrs. Beriro, ini reply to their
direct enquiry, that the bill had been paid, and sent them a
cheque for the amount less commission. The latter thereupon
intimated the same to Benatar, and credited the amount to him.
On 8th February the Belgian agents informed the Deutsche
Bank that the bill had been dishonored, and the Deutsche Bank
communicated this on the following day to Messrs. Beriro, and
made dlaim for recovery of the amount as money paid under a
mistake of fact.

Mr. justice Mathew, in giving judgment, cited certain cases
as authorities, showing that the money could flot be re-
covered from the defendants when they had nothing to do with
the mistake, in addition to which he held that the defendants
were entitled to judgment on the ground of estoppel. If the
bank recovered the money the defendants would be Ieft to re-
cover it back from Benatar, to whoma it had been paid on the
strength of the representations made by the bank, and the
latter were now estopped from denyîng the truth of the repre-
sentation.

QUEEN'S BENCH DIVISION, MANITOBA

Confederation Life Association vs. Merchants Bank of Canada*

Where a custodian of funds, acting upon an order of the owner of the saine
to pay them over to a third party for bis credit in account, through an
error makes an overpayment, he can recover from the party to whom the
excess payment was mnade. [It would seema that this ruie would not
apply if t he latter has, while in ignorance of the error and on the
strength of the payment, prejudiced bis position towards bis customer.
See beutsche Bank vs.Beriro in the present number.]

The facts in the above were these: The Confederation
Life Association agreed to lend Bell Bros., Brandon, a suma of
money to be secured by mortgage on property in the town of
Brandon, on which Bell Bros. were erecting a building. Bell
Bros. signed an order on the Confederation Life Association
directing them to pay over the mortgage moneys as they were
advanced, to the Merchants Bank at Brandon. The amount of
the boan was paid out by several cheques as the building pro-
gressed; but through an error of a clerk in failing to enter one
of the cheques, for $i,4oo, in the mortgage account, the

*Fr,,, the fssuer rtport in, th9 MANITrOBA REPORTS.
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Association in making the final payment on the loan issued a
cheque for an amount $1,400 in excess of the balance of the
mortgage, which was sent to the bank as usual. It appeared
fromn the evidence that the bank's manager suspected at the time
of the receipt of the final cheque, that the Confederation Life
Association was making an overpayment, and it seems that the
bank did flot permit its position towards its customers, Bell
Bros., to be altered ini any way by reason of this overpayment.

The Court gave judgment for the plaintiffs on the ground
that the bank was in no better position than Bell Bros., who
had no dlaimn for the money on the Confederation Life.

SUPREME COURT, NOVA SCOTIA

People's Bank of Halifax v. Wharton et al.*
The parties to a note wbicb bas been renewed may usually be sued wbere, for

any reason flot the fault of the holder, the renewal note cannot be
recovered upon.

This was an action on a note for $297, made i8th December,
i891, by John Wharton and William Butler to Alexander
Nelson, and endorsed by him to the plaintiffs, given in renewal
of a note dated 16th September, 1891, also declared upon, for
$397, made by joseph Wharton, and endorsed by Alexander
Nelson and William Butler. The defence was that the note of
i8th December, i891, was altered after signature by Wharton
and Butler, by the interlineation of the words "«jointly and
severally," which was supposed to have been done by Alexander
Nelson, who took it to the bank.

The Court held that because of the material alteration the
plaintiffs could not recover on the renewal note, but that they
could recover on the old note. The Court took the view that in
negotiating for a renewal of the old note with the bank
Alexander Nelson had acted as the agent of the other parties to
it, and that the terms on which the bank must be understood to
have consented to it were that the parties were to deliver to the
bank for the purpose of such renewal a valid note to which they
should be parties. Having failed to carry out this implied
agreement, their liability on the old note continued to exist.

*Fromn the fuIler repor in the NovA SCOTIA REPORTS.



UNREVISED TRADE RETURNS, CANADA

(ooo omitted)

IMPORTS
Year ending 3 0th June- 1894

Free ........................ $46,139
Dutiable...................... 62,765

Bullion and Coin .............. $108904
•••••••• -.... 4,0zo $112,924

EXPORTS

Year ending 30th June- 1894
Products of the mine ........... $ 5,854Fisheries......... 11,305

Forest .......... 26,201
Animals and their produce........ 31,905Agricultural produce ............ 17,643Manufactures .................. 7743Miscellaneous .................... 151

Coin and bullion .............. $oo,8o5
•••••••• ,839 $02,644

sUMMARY (in dollars)
For the year ending June-

Total imports other than bullion and coin..
Total exports

Excess of imports..... ......
Net imports of bullion and coin .......

1894

$ro8,904,914
100,805 798

8,ogg,ix6
2,181,054

IMPORTS

Month of July-
Free ........................ $ 4,291
Dutiable................... 4,574

$8,86 $Bullion and Coin ................ .19, $1,058

1895

$42,432
58,549

$oo,98z
4,575

1895

$ 6,992
10,798
23,977

34,7X2
15,671

7,639
153

$99.946
4,276

$105,556

$104,222

1895

$1oo,981,415
99,946,428

1,034,987
299,184

$ 3,234
5,084

$8,38
235 $8,554



UNREVISED TRADE RETURNS, CANADA

IMPORTS (Cont'd)

Month of August-

Free .......................-. $ 4,404
Dutiable....................... 5,417

9,821
Coin and Bullion ................ 1,701 $11,522

Total for two months.............. $21,580

EXPORTS

Month of July-
Products of the mine..........

Fisheries.........
Forest .........-

Animals and their produce........
Agricultural produce ............
Manufactures ..................
Miscellaneous ..................

Coin and bullion..............

Month of August-

Products of the mine ............
Fisheries ........
Forest ..........

Animals and their produce.....
Agricultural produce ..........
Manufactures ................
Miscellaneous ..................

Coin and bullion ................

Total for two months...........

$ 429
i,o6
3,491
3,688

81o
653
15

$10.193

195 $10,38

$ 607
1,317
2,927
3,789

725
727
18

$10,113
172 $20,285

$20.673

$ 762
1,387
3,915
4,245

430
777

o

$11,548
8 75

$ 595
969

3,647
5,316

512
700

24

$11,765
64

SUMMARY (in dollars)
For two months, July and August- 1894

Total imports other than bullion and coin.. $18,688,o65
Total exports .. 20,307,112

Excess of exports .................. 1,619,047Net imports of bullion and coin.......... 2,524,352

129

$11,028

$19582

$ 6,067
3,345

9,412
1,616

$11,623

$11,829

$23-452

1895

$17,741,307
23,314,201

5,572,894
1,712,011
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