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BANKING IN CCANADA.
Parer rREAD BEFORE THE CONGRESS OF BANKERS AND FiNANCIERS,
AT CHicago, 23rD JUNE, 1893
By B. E. WaLKER, Ksq.,
General Manager, The Canadian Bank of Commerce, Toronto ; « Vige-

President of the Canadian Bankers' Association, and
one of its Delegates to the Congress.

In common with other social developments, modern banking is
mainly the result of heredity and environment, and not of arbi-
trary legislation or the general admission in any wide degree of
gettled principles in the practice of banking. The student endea-
voring to understand the science of banking, seeking to discover
some body of principles underlying the practice of banking
throughout the world, is confused by the radical differences be-
tween the systems of the various nations and the complicated
nature of the conditions surrounding each of these systems. The
most cherished dogma of one country is rank heresy in another.
The principles suitable to an old country, with a compact popu-
lation, a highly developed railroad and telegraph organization for
the distribution of commodities and information, and wealth
enough to be leaders to other nations, are not applicable to a new
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country with a scattered population, imperfect means of distri-
bution, and little wealth apart from fixed property—a country,
indeed, requiring to borrow largely from older and wealthier
communities. .

Again, if in any country banking has been left to develop itself
in accordance alone with the requirements of trade, or nearly so,
that country has been fortunate in this respect as compared with
others, where the national debt, caused by war or extravagances
in public works, has been made the basis of the currency. Some-
times, however, the condition of the precent environment in two
countries may be in many respects similar, and yet a practice in
banking which has worked out desirable results in one of these
countries cannot be attempted in the other. The body of bank-
ing principles in the other country may be so different, because of
hereditary influences, as to make it impossible by any kind of evo-
lation to add the practice which has proved so serviceable else-
where.

I am aware that there is nothing new in this point of view, but
in attempting to speak on the subject of banking in Canada, I
cannot avoid comparison with this great country where banking
systems are being keenly discussed, and where itis admitted that
changes, perhaps of a radical nature, are necessary. In contend-
ing for the comparative perfection of the Canadian system I do
not wish to be understood as asserting that the points of superi-
ority in our system could be adopted here. For over half a cen-
tary banking in the United States has been following lines of
development opposed in many respects to the Canadian system,
and it may well be that no matter how desirable, it is too late to
adopt our practices,

My main object, bowever, is to describe the banking of Canada,
and to demonstrate, if T can, its suitability to the requirements of
trade in thut country and not its suitability elsewhere.

BANK CHARTERS.

It has been occasionally urged by writers in financial journals
published in the United States, that banking in Canada is a
monopoly, and therefore unsuited to the democratic principles of
this country. These wifters have overlooked the fact that the
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Provinee of Ontario, the centre of thought and progress in the
Dominion, is the most democratic community in the British Em-
Pire, and that the legislation of Canada, whether in form or not,
18 in reality as liberal as it can well be. Banking in Canada is
not in any sense a monopoly. Whether it can be said to be « free
banking ” as understood in the United States, depends on what
is meant by that term. In the United States a certain number
of individuals having complied with certain requirements—more

ed, by the way, than the Canadian re-
reby an incorporated bank, if we regard
troller of Currency as a matter of form.

der to follow the British
methods, when a certain number of individuals

with certain requirements, they
a charter, which parliament theo
43 a matter of fact, woul

quirements-—become the
the consent of the Comp
In Canada, merely in or pm'liamentary
have complied
are supposed to have applied for
retically might refuse, but which,
d not be refused unless doubt existed as
to the bona-fide character of the proposed bank, Then, as in the
United States, on complying with certain other requirements and
obtaining consent of the Treasury Board (performing in this case
the same function as the Comptroller of Currency in the United
States), the bank is ready for business.

The main difference in the matter of obtaining the priv
from the people to carry on the business
Canada the subscribed capital must be $50
extent of one-half, or $250,000, and this fa
the temporary deposit of the actual mon

DePal‘tment. If it is contended that a m
introduced by
have ()nly

ilege
of banking is that in
0,000, paid up to the
¢t must be proved by
ey with the Treasury
onopolistic element is
making the minimum paid-up capital $250,000, I
to point to the varying minima of capital in the
Natjonal banking system, based upon the population of the city
Or town where a bank is established. The minimum with us ig
placed g0 high because with the privilege 10 carry on the busi-
ness of banking is attached the privilege to open branches and to
issue a bank note currency not secured Ly special pledge with
the government. In the opinion of many Canadians the mini-.
mum is too sma)], So much for the statement that b
less “ froq » in Canada than in the United States.

very term ¢ fregq banking,” about which so much wa

ﬂnking is
I think the
3 written in
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the antebellum days, is a misnomer; and I hope there are many

here who agree with me that a little less of freedom in the ability
to create a bank, and a little more knowledge on the part of the
people regarding the true function of banking, and its high place
in the world of commerce, would be for the public good. What
we want is the most absolute evidence, when a bank is created,
that its projectors are embarking in a bona-tide venture and have
put at risk a sum considerable enough to ensure that fact.

In Canada, as in the United States, shareholders in banks arc
subject to what is known as “ double liability.” For the benefit
of any of my hearers who may not understand the phrase, I will
quote the section in full: “In the event of the property and
assets of the bank being insufficient to pay its debts and liabili-
tics, each shareholder of the bank shall be liable for the deficiency
to an amount equal to the par value of the shares held by him,
in addition to any amount not paid up on such shares.”—(Sec. 89 ).
I can remember when the practical value of this power to callon
the shareholders in the event of the failure of a bank for a second
payment to the extent of the subscribed amount of the shares was
doubted by many. Shares were transferred just before failure 1o
men unable t0 meet such calls and willing to be used in this man-
ner, or shares were found to be held by men of straw who owed
4 corresponding amount to the banlk. Or, again, many of the

shareholders were borrowers for amounts far in excess of their
“holdings in shares, and the failure of the bank precipitated their
failure as well, ang they were thus unable to pay. Of course
there wore always some real investors among the shareholders,
but the value of the double liability was a very variable and
doubtful quantity. These features have not, as we know, all
passed away, but we have done as much as we could to guarantec
an honest share list and to prevent the shareholder from escaping
his liability. Banks are not allowed to lend money on their own
or the stock of any other Canadian bank, and as the minimum
paid-up capital of $250,000 must be deposited with the Finance
Department before g bank commences business, this should en-
sure a bona-fide, capital at the start. Al transfers of shares must
be accepted by the transferee. No transfers within 60 days be-
fore failure avoid the double liability of the transferror unless
the transferce is able to pay. A list of the shareholders in all
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banks is published annually by the government, and this book is
eagerly examined by investors to ascertain changes in the share
list of banks which might indicate distrust. As the capital of
each bank is large and the number of banks small relatively to
the United States, there is, regarding everything connected with
the credit of a Canadian bank, an amount of public scrutiny
which leads to circumspection in the conduct of bank authorities.
Again, the very fact that the capital is large and that the banks
have many branches and a more or less national character, causes
the stock to be widely held. In the largest banks the share list
numbers from 1,800 to 2,000 names. We still, doubtless, have
Plenty of bad banking and will always have it. No legislative
checks will prevent that, and even a severe public scrutiny will
not altogether prevent it; but our banking history since the
Confederation of the old provinces into the Dominion in 1867,
8hows that the double liability has been a most substantial asset,
and has done much towards enabling liquidated banks to pay in
full. Inp my own province of Ontario we have the fine record of
0 instance, save one, since Confederation in 1867, in which all
creditors have not been paid in full.

In the case of this one blemish the dividends amounted to 993
cents to depositors, only the unwarrantably high fees paid to the
liquidators causing the dividend to fall below 100 cents. In the
short life of this institution almost every sin in the calendar of

anking had been committed.

TERM OF THE CHARTER.

Under the United States National Bunking system the life of

a bank is limited to twenty years from the date of the execution
of the particular bank’s certificate of organization, but at the
eXpiration of the first, or any succeeding period, the bank, if it
elects to do 80, may have its corporate oxistence renewed for the
8ame numbey of years. Under the Canadian system the charter
of every bank expires at the same time, and the renewal period is
only ten years. I do not intend to discuss the length of the period
—Most of us think it quite too short. Itistheeffect ofal] charters
©Xpiring at the same time to which I desire todraw your attention,
is condition of things doubtless arose merely from the confe-
deration in 1867 of the provinces which had granted the then
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existing charters, but which thereupon surrendered their authority
over banking institutions to the Federal Government. As the
charters granted by the old provinces expired, the banks working
under them became institutions subject to the new Federal or
Dominion Banking Act, and by its conditions every charter
expires at the same time, This ensures a complote discussion of

the principles underlying the Act, and of the details connected
with the working of it, once in ten years.

In the interval we are
al

most free from attempts by demagogues or ambitious but ill-
informed legislators to interfere with the details of our system,
but during the session of Parliament preceding the date of the
expiry of the charters we have to defend our system from the
demagogue, the bank-hater, the honest but inexperienced citizen
who writes letters to the press, sometimes the press itself—indeed
from all the sources of attack which institutions possessing a
franchise granted by the people experience when they come be-
fore the public to answer for their stewardship. But while resist-
ing the attacks of ignorance, we are, of course, called upon to
answer such just criticism as may arise from the existence of
defects in our system developed by the experience of time. Or
perhaps, as when the Act was under discussion in 1890, we may
see the defects-even more clearly than the puablic, and may oup-
selves suggest the remedies, Whatever may be said for or against
these decennial battles, the product of the discussior isa Banking
Act, improved in many respects by the exchange of opinion be-
. tween the bankers and the public. The banking system having

been subjected to unsparing analysis by an unusually enlightened
people—perhaps too democratic in tendency and too jealous of
every privilege granted, but anxious to build rather than to

destroy—is brought at each period of renewal to a higher degrce
of perfection.

BANKING PRINCIPLES.

What is necessary in a banking gystem in order that it may

answer the requirements of g rapidly growing country and yet be
safe and profitable ?

1. Tt should create a currency free from doubt as to value.
readily convertible into speci

e, and answering in volume to the
requirements of trade, Ip saying this I do not wish to be under-
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8tood as asserting that banks should necessarily enjoy the right to
issue notes. Whether they should or should not issue notes must
always, I presume, end in a discussion as to ex
rarticular country or banking system.

2. It should possess the machinery necessary to distribute
money over the whole area of the country, so that the smallest
Ppossible inequalities in the rate of interest will result.

3. It should supply the legitimate wants of the borrower, not
merely under ordinary circumstances, but in times of financial
Btress, at least without that curtailment which leads to abnormal
rates of intercst and to failures.

4. It should afford the greatest possible measure of safety to
the depositor.

pediency in the

We think in Canada that our system possesses all these qual-
ities, and we are confident that we have a currency perfectly
Buited to our trade and other requirements. We have not, how-
éver, arrived at our present reasonably comfortable condition by
any other process than the usual slow development from a past
full enough of error and bitter experience.

HISTORICAL SKETCH.

It is perhaps not generally known that we were among the
first in modern times to issue fiat paper-money for general circula-
tion. 1In 1685, in the time of the French regime in Canada, the
Intendant could not pay his soldiers. The little straggling colony;
after the manner of all new countries, was an absorbent of money,
and France was nearly bankrupt and could afford no aid. So the
Intendant, left to his wits alone and having a helpless people
to deal with, cut playing cards into small pieces, wrote thereon
his promises to pay, accompanied by the seal of France, and thus
led the way in North America in this seductive method of paying
debts, For the next tHirty years this was the money of Canada.
Although always written, because the people would not have
accepted printed promises to pay, the volume rose to about $20
Per head, when the usual results of fiat money followed. It was
Compromised, and the Government promised never to repeat the
experiment. The poor colony, left with no regular currency,
Struggled for a time, but in 1729, at the request of the people,
card money was igsued again. They had now some experience,
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but did not understand how to draw lessons from it, and the
amount issued was 80 excessive that when the British took Que-
bec, and assumed the government of Canada, one of the most
troublesome features in the settlement with France was the
'armngement for the retirement of this currency. It would have
been well if this complete exposition, although on such a small
scale, of the unsoundness of Jiat money, had served for all North
America. Mr. Sumner says there was a bank in Massachusetts
as early as 1686 which- may have issued notes, but there is a
story in this connection so picturesque that I hope it is true. A
couple of Massachusetts fur traders are supposed to have visited
Canada a few years after the card money first appeared, and to
have reported at home the prosperity resulting from the experi-
ment, and 8o when the military expedition against Canada was
organized in 1690, what more natural than that Massachusetts
should have paid the cost in the first of that currency, which in
its final stages of colla pse has given our language that expressive
phrase, “ not worth a continental 77 We were even smaller, rela-
tively, in populatiou then than we are now, yet apparently you
did not hesitate to adopt a very bad feature in our development.
If we have anything to-day in our financial conditions worth your
attention, I hope it will not the less morit your approval because
the development is on such a small scale, Sound or unsound
principles are perhaps more eusily detected when a system has
not become complicated beyond the capacity for analysis of the
ordinary individual.

I will now, in as few words as possible, finish the historical
sketeh which is necessary to the clear understanding of our cur-
rency and banking as it exists at present. Shortly after you
organized a bank in Philadelphia in 1781 and another in New
York in 1784, the merchants of Quebeec and Montreal began to
agitate for a bank of issue. In those days a bank without the
Power to issue notes was of litile use; but the people of Canada
having very strong opinions on this subject, the attempt was a
failure, although in 1792 a private bank of deposit resulted. The
merchants tried again with the same result in 1807-8. But during
the war of 1812 the Government found it necessary to issue some
kind of paper money, and an Army Bill Office was created. These
were the first paper notes put in circulation in Canada under
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British authority, and as they were paid in full, the people must
have been at last convinced that all paper moncy was not bad.
o the Province of Nova Scotia, not then joined with us in the
Dominion of Canada as it is now, Treasury notes were also issued
in 1812. At the same time banking was growing rapidly in
Great Britain and the United States, and in 1817 our first joint
stock bank was created—that great institution of which we are
all so proud, and which [ am sure has done its share in making
Chicago what it is to-day—the Bank of Montreal.

From 1817 to 1825, two banks were established in Lower
Canada (Quebec), and one each in Upper Canada (Ontario), New
Brunswick, and Nova Scotia, all now doing business except one.

1 will not attempt to follow the course of banking in the old
Provinces, but it is necessary to indicate the condition of banking
and currency at the time of the Confederation of the provinces
into the Dominion of Canada in 1867. There were thirty-nine
charters, but only twenty-seven banks doing business. The
charters expired at various dates from 1870 to 1892, and varied
in accordance with the views regarding banking in the different
provinces. In Upper and Lower Canada (Old Canada), share-
holders were liable for double the amount of their stock, except
that there was one bank en commandite, the principal partners”
having unlimited personal liability, In most cases notes could
be issued equal to the paid-up capital plus specie and Government
8ecurities held. In New Brunswick charters had been granted
without the double liability, but the principle was being insisted
On in renewals, while in Nova Scotia in the opinion of some there
Was no double liability. In Old Canada and Nova Scotia, as a
rule, total liabilities were restricted to three times, and in New ~
Brunswick to twice the amount of capital. There was also one
bank with a royal charter, head office in England, and share-
holders not under double liability. The situation was further
Complicated by the “ Free Banking Act” under which notes
could be issued secured by deposit of Government debentures, and
by the legal tender issues of the Governments of Old Canada and
Nova Scotia. In 1866-67 two of the largest banks in Upper
Canada failed, resulting in a very severe financial crisis,

Under these conditions, and after tentative legislation in 1867
and 1870, the first general Bank Act of the Dominion was passed
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in 1871 (34 Vict., c. v.) It confirmed the special features in the
bank working under a royal charter, and that with “ principal
partners” personally liable, and it will be understood in any state-
ments hereafter regarding banks as a whole that these institu-
tions are not referred to. As the charters of other banks expired
they were renewed under the Dominion Act. The first Act
extended all charters for ten years, which practice has been fol-
lowed thus far. There were various amendments during the first
few years, but since then changes have been infrequent, except
at tho regular revisions in 1880 and 1890. The Act hereafter

referred to is that assented to May, 1890, and which came into
force July, 1891. (53 Vicet., ¢. xxxi.)

NOTE ISSUES.

In the successive Banking Acts of the Dominion Parliament
banks have been empowered to issue circulating notes to the
extent of the unimpaired paid-up capital. By the first Act the
note-holders had no greater security than the depositors and other
creditors. At the renewal of charters in 1880, the circulating
note was made a prior lien upon all asgets ; and atthe last renewal
in 1890 the banks, at their own suggestion, were in addition re-
quired to create in two yeurs a guar
their circul
however,

antee fund of 5 per cent upon
ation, to be kept unimpaired, the annual contribution,
if the fund is depleted, to be limited to 1 per cont. The
fund is to be used whenever the liquidator of a failed bank is
unable to redecm note issues in full after a lapse of sixty days.
Notes of insolvent banks are to bear 8 per cent interest from the
date of suspension, until the liquidator announces his ability to
redeem. Banks are glso required to make arrangements for the
redemption at par of their notes in the chief commercial eitiesin
each of the provinces of the Dominion. The change in 15880 was
caused by the failure of a smal] bank with a circulation of about
$125,000, paying all creditors, note-holders included, only 57% per
cent. The change in the Act pow in force wasdue to the demand
for a currency which would pass over the entire Dominion with-
out discount under lny circumstances. The history of banking
in Canada since Confederation shows no instance in which a de-
pletion of such a guarantee fund would have occurred. Fines from
$1,000 to $100,000 may be imposed for the over-issue of mnotes.
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The pledging of notes as security for a debt, or the fraudulent
issue of notes in any shape, renders all parties participating liable
to fine and imprisonment. As the crown prerogative to payment
in priority to other creditors had been set up on behalf of both
Dominion and Provincial rovernments, the Act places the claims
uf the Dominion second to the note issues, and those of the pro-
vinces third. Notes of a lesser denomination than $5 may not be
issuel, and all notes must be maltiples of $5. Notes smaller than
$5 are issued by the Dominion Government. :

The distinctive features, therefore, of our bank note issues
are r—

(a) They are not secured by the pledge or special deposit with
the Government of bonds or other securities, but are simply
credit instruments based upon the general assets of the banlks
issuing them. .

(b) But in order that they may be not less secure than notes
issued against bondx deposited with the Government, they are
made a first charge upon the assets.

(¢) To avoid discount for geographical reasons each bank is
obliged to arrange for the redemption of its notes in the com-
mercial centres throughout the Dominion.

(d) And, finally, to avoid discount at the moment of the sus-
pension of a bank, either because of delay in payment of note
issues by the liquidator or of doubt as to ultimate payment, each
bank is obliged to keep in the hands of the Government s deposit
equal to five per cent on its average cireulation, the average
being taken from the maximum circulation of each bank in each
month of the year. This is called the Bank Circulation Redemp-
tion Fund, and should any liquidator fail to redeem the note of a
failed bank, recourse may be had to the entire fund if necessary.
As a matter of fact, liquidators almost invariably are able to
redeem the note issues as they are presented, but in order that
all solvent banks may accept without loss the notes of an ingol-
vent bank, these notes bear six per cent interest from the date of
Suspension to the date of the liquidator’s anno uncement that he
is ready to redeem.

I have already stated, in altempting to outline what is neces-
sary in a banking system in order that it m ay nswer the require-
ments of a rapidly growing country, that it should creuate a
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currency free from doubt as to value, readily convertible into
specie and answering in volume to the requirements of trade.”
In an admirable paper on “ The Note Circulation ” read in De-
cember, 1889, before the Institute of Bankers, in London, England,
by Mr. INgLIs PaLarAvVE, only two requisites in a note circulation
are directly stated as essential : First, that it should be com-
pletely secured. Second, that it should be readily convertible
into metallic money.” But the discussion which follows bears
directly upon a third requisite, that it should answer in volume
to the fluctuating requirements of trade, in a word that it should
be elastic. This last is a much less important point, however, in
England, than in North America,

In discussing bank issues I will reverse the order in which the
three requirements are placed in Mr. PALGRAVE's paper and the
ensuing discussion, and take up the question of elasticity first.
I shall not attempt to discuss the many and conflicting views
held regarding paper money, its use and abuse, and whether
there is any scientific basis for its issue; but I shall endeavor to
show to what extent it seems possible for note issues in North
America to have 2 scientific basis with regard to elasticity. In
Canada, as in the United States, the resulting difference in busi-
ness transactions, after cheques and all other modern instruments
of credit have been used, is almost entirely paid in paper money.
It is therefore of the greatest importance that the amount of this
paper money existing at any one time, shall be as nearly as
possible just sufficient, for the purpose. That is, that there shall
be a power to issue such money when it is required, and also a
power which forces it back for redemption when it is not required.

I may, therefore, T think, safely lay it down as a principle
that : (1) Thero should be as complete a relation as possible
between the turrency requirements of trade and whatever are the
c¢auses which bring about the issue of paper money; (2) and, as
it is quite as necessary that no over-issue should be possible, as
that the supply of carrency should be adequate, there should be
a similar relation between the requirements of trade and the
causes which force notes back for redemption,

Now, certainly, one of the causes of the issue of bank notes is
the profit to be derived therefrom, and it is clear that an amount
sufficient for the needs of trade will not be issued unless it is
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profitable to issue. Likewise it is clear that it should not Jbe
possible to keep notes out for the sake of the profit if they are
not needed.

In Canada, bank notes, as we have seen, are secured by a first
lien upon the entire assets of the bank, including the double liabi-
lity, the r-'eéurity being general and not special —not by the deposit
of Government Bonds, for instance. Therefore it is clear that it
will always pay Canadian banks to issue currency when trade
demands it. Because bank notes in Canada are issued against the
general estate of the bank, they are subject to daily” actual re-
demption; and no bank dures to issue notes without reference to
its powor to redeem, any more than a solvent merchant dares to
give promissory notes without reference to his ability to pay.
The presentation for actual redemption of every note not required
tor purposes of trade, is assured by the fact that every bank seeks
by the activity of its own business to keep out its own notes, and
therefore sends back daily for redemption the notes of all other
banks. This great feature in our system as compared with the
National Banking System, is generally overlooked, but it is

* It may be well to explain that while the note issued by a United States
National Bank is nominally redeemable at the counter of the bank issuing
it, it is practically not so redeemed, nor does actual redemption by the
Bank take place, unless by the accident of the note being paid in across its
counter along with the issues of other National Banks.

If a National Bank wishes to recover from the Government the bonds
deposited as security for its notes, it is not required to return the actual
notes issued, but can withdraw its bonds on the deposit of the necessary
amount in any lawful money.

The National Bank currency is issued by several thousand banks and
from the time when a note is first put in circulation it practically loses its
specific character and- becomes a mere part of the aggregate of such
currency. It is true each bank keeps with the Government a fund
amounting to five per cent. of its circulation, out of which the Government,
redeems any notes which may be presented, but the chief use of this fund
is to rid the currency of mutilated, dirty, or worn out notes. s

Although not actually a legal tender each National Bank is required to
accept them for all debts due, except duties on imports, and may pay them
out for all Government expenditures except interest on the public debt.
‘What follows from this is obvious. So long as there is no distrust regard-
ing the ability of the United States Treasury to redeem, redemption is not
sought by anyone. It is to be reinembered that in the United States (as in
Canada) gold practically does not circulate as money. Apart from distrust
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because of this dailyfactual redemption that we have never had
any serious inflation of our currency, if indeed there has ever
been any inflation at all, Trade, of course, becomes inflated, and
the currency will follow trade, but that is a very different thing
from the existence in a country of a great volume of paper money
not required by trade. I will not digcuss at length this quality
of elasticity in our system, because it is generally admitted. But
some critic may endeavor to show that a similar quality might be
given to a currency secured by Government bonds. In the older
countries of the world it may be sufficient ‘if the volume of
currency rises and falls with the general course of trade over a
series of years, and without reference to the fluctuations within
the twelve months of the year. In North Americaitisnot enough
that the volume of currency should rise and fall from year to
year. In Canada we find that between the low average of the

circulation during about eight months of each year and the
maximum attained at the busiest period of the autumn and winter,
there is a difference of twenty per ceﬁt., the movement upward in
the autumn and downward in the gpring being so sudden that
without the power in the banks to issue, in the autumn serious
stringency must result, and without the force which brings about
redemption in the spring there must be plethora. As a matter

of fact it works automatically, and there is always enough and
never too much.

1f our currency were secured by Government bonds the volume
in existence at any one time would be dptermined by the profit
to be gained by the issue of such bond-secured currency. It
would, therefore, be necessary to fix a maximum beyond which
no currency could be issued, but as such an arbitrary limit would
be mere legislative guess work, it would be productive of the
evils incident to all efforts to curb natural laws by legislation,
As we all know, when the National Bank charters were offered
by the Federal Government to the State Banks, the bonds of the
—_—

no bank would desire to encumber itself with gold as compared with United
States notes or United States National Bank notes. )

When gold is wanted for export it is obtained at the moment and almost
invariably from the one source—the Government Treasury—in exchange

for Treasury certificates representing gold previously lodged or for United
States legal tender notes.




Banking in Canada. 15

United States bore 5 to 6 per cent interest, and the business of
issuing currency against such bonds was so profitable that a maxi-
mum such as I have referred to was fixed, with an elaborate pro-
vision stating how the banking charters were to be distributed as
to area, in order that each State or section of country might have
a fair share. This was followed by several adjustments, the last
limit being $354,000,000, no one being satisfied with the interfer-
ence with free banking, and the ery of monopoly being frequently
heard. Subsequently the maximum was abandoned ; indeed the
business of issuing notes against Government bonds had become
unprofitable and there was no longer any fear of inflation.

The condition in the United States under which the issue of
currency was unduly profitable, and the fear of inflation was pre-
sent, did not actually last many years, but it lasted long enough
to create in the people a hatred of banks which does not seem yeot
to have quite passed away. The condition which followed showed,
it seems to me, conclusively the unsoundness of the system in the
matter of providing an elastic currency, a currency at all times
adequate in volume. The currency wants of the country increased
with the great increase in population, but the volume of National
Bank currency decreased because by the repayment of the
national debt and the improvement in the national credit the
bonds which remained outstanding yielded so low a rate of in-
terest as to make the issue of National Bank noteg unprofitable.
The Comptroller’s statement shows that the volume of circulation
sccured by United States bonds, which ranged from 1866 to about
1880 at from about $300,0000,000 to $350,000,000, has declined
until the amount subject to redemption by the banks is now only
about §130,000,000. The moral of this is plain. If the Govern.
ment bonds yields such a low rate of interest as to make it un.
profitable to issue currency, banks will not provide sufficient
currency for the wants of the country. I need not remind an
American audience that it was this unfortunate contraction which
o a great degree made it possible for the Bland Act silver issues,
from 1878 to 1890, to create so little financial disturbance,

I hope I have made it clear that if the business of issuing cur-
Yéncy against Government bonds were profitable, t00 much cup-
‘ency would be the result; and if it were unprofitable, too little
would be issued. We would require to have a condition of things
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under which the profit of issuing notes would at all times bear an
exact relation to the amount of currency required by the country,
the profit therefore changing not only as the currency rises and
falls over a series of years, but at the time of the shary fluctua.
tions within each year, already reforred to. No such 1 :lation,
however, could very well exist with an issue based upon Govern-
ment bonds.

The next quality in a currency to be considered is, “ That it
should be readily convertible into metallic money.” T do not
propose to discuss this at length. As I have pointed out, our
safety lies in the actual daily redemption which arises out of our
circulation being generally instead of specially sceured. This is
the best possible safeguard against suspension of specie payments.
The United States National Banking System was created during
a suspension of specie payments, and doubtless would never have
been heard of but for that fuet,

My last point is that placeld first by MR. PALGRAVE in his dis-
cussion with the English bankers: *That the currency should
be completely secured.” I do not know whether we are to under-
stand also that a note must pass throughout the entire country
without discount for any reason, but I include that in the point
to be discussed, Now, I contend that it is better for the reasons
given, that bank issues should be based for security on the genoral
assets of the bank, with a prior lien to other creditors; and also,
that taking the world as a whole, such notes will be actually safer
because the effect of g system of notes secured by Government
bonds—a loan forced by the Government, practically—must some-
times be to produce national bankruptey, as in the case of the
Argentine Republic. Still, T cheerfully admit that the United
States National Banking System has taught us that a currency
issued by banks may be made to pass over the entire area of a*-
great nation without discount. This is a great quality in currency.
To the ordinary individual, who knows and cares little about
banking except as it affects the bank note he happens to carry in
his pocket, it appears to be the one quality necessary.

In Canada, experience has shown that as long as the notes are
a prior lien on the assets of the bank, including the double liabil-
ity, ultimate loss ig scarcely possible,—has not at all events oc-
curred as yet, Tosecure a circulation —at the close of December,
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1892, of £36,194,023—the banks had assets of $305,730,010, to
which the double liability of 863,169,643 is to be added, making
2 total of $363,900,553 or $10.19 of assets against every dollar of
currency. It has been pointed out, however, that the assets are
not thus aggregated against the circulation; and that all banks
are not as secure a3 these figures seem to show. But the security
in this respect, in regard to each bank, varies little from the gen-
eral average, the lowest percentage being 6.18 as against the
general average of 10.19. The lowest percentage applies to but
two or three small banks, none others falling below about $8 for
every dollar of circulation. To this we have added the five per
cent guarantee fund applicable in its entirety to meet the notes
of any individual bank.

THE BORROWER AND THE BRANCH SYSTEM.

In discassing the banking systems in older countries, the bor-
rower is not often considered. Men must borrow where and how
they can, and pay as much or as little for the mnney us circums-
stances require, I believe too strongly in the necessity for an
absolute performance of engagements, to think that it is a require-
ment in any banking system that it shall make the path of the
debtor easy. Every banker should discourage debt, and keep
before the borrower the fact that he who borrows must pay or go
to the wall. Bat in America the debtor class iy apt to make itself
heard, and I wish to show what our branch system does for the
worthy borrowar as compared with the United States N
Banking System.

In a country where the money accumulated each year by the
people’s savings does not exceed the money required for new
business ventures, it is plain that the system of banking which
most completely gathers up these savings and places them at the
disposal of the borrowers, is the best. It is to be remem bered that
this involves the savings of one slow-going community being
applied to another community where the enterprise is outof pro-
portion to the money at command in that locality, Now, 1n
Canada, with its banks with forty and fifty branches, we see the
deposits of the saving communities applied directly to the coln-
try’s new eénterprises in a manner nearly perfect. The Bank of
Montreal borrows money from depositors at Halifax and many

.}

ational
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points in the Maritime Provinces, where the savings largeiy
exceed the new enterprises, and it lends money in Vancouver or
in the Northwest, where the new enterprises far exceed the peo-
ple’s savings. My own bank in the same manner gathers deposits
in the quiet unenterprising parts of Ontario, and lends the money
in the enterprising localities, the whole result being that forty or
fifty business centres, in no case having an exact equilibrium of
deposits and loans, are ablo to balance the excess or deficiency of
capital, economizing every dollar, the depositor obtaining a fair
rate of interest, and the borrower obtaining money at a lower
rate than borrowers in any of the colonies of Great Britain, and
a lower rate than in the United States, except in the very great
cities in the East. So perfectly is this distribution of capital
made, that as between the highest class borrower in Montreal or
Toronto, and the ordinary merchant in the Northwest, the dif-
ference in interest paid is not more than one to two per cent.

In the United States, as we know, banks have no branches.
There are banks in New York and the East seeking investment
for their money, and refusing to allow any interest because there
are.not sufficient borrowers to take up their deposits; and there
are banks in the West and South which cannot begin to supply
their borrowing customers, because they have only the money of
the immediate locality at their command, and have no direct
access to the money in the East, which is #o eagerly seeking
investment. To avoid a difficulty which would otherwise be
unbearable, the western and southern banks sometimes rediscount
their customers’ notes with banks in the Bast, while many of
their customers, not being able to rely on them for assistance, are
forced to flqat paper through eastern note-brokers. But, of
course, the western and southern banks wanting money, and the
eastern banks having it, cannot come together by chance, and
there is no machinery for bringing them together. So it follows
that a Boston bank may be anxiously looking for investments at
four or five per cent, while in some rich western state ten and
even twelve per cent is being paid. These are extreme cases,
but I have quoted an extreme case in Canada, where the capltal
marches automatically across the continent to find the borrower,
and the extra interest obtained scarcely pays the loss of time it
would take to send it so far, were the machinery not so perfect.




Banking in Canada. 19

As T have indicated, it should be the object of every country
to economize credit, to economize the money of the country so
that every borrower with adequate security can be reached by
some one able to lend, and the machinery for doing this has al-
ways been recognized in our banks. That is surely not a perfect
system of banking under which the surplus money in every unen-
terprising cummunity has a tendency to stay there, while the
surplus money required by an enterprising community has to be
sought at a distance. But if by paying a higher rate of interest,
and seeking diligently, it could always be found, the position
would not be so bad. The fact is that when it is most wanted,
distrust is at its height, and the cautious eastern banker buttons
up his pocket. When there is no inducement to avert trouble to
a community by supplying its wants in time of financial stress,
there is no inclination to do so. The individual banks, East or
West, are not apt to have a very large sense of responsibility for
the welfare of the country as a whole, or for any considerable
portion of it. But the banksin Canada, with thirty, forty, or fifty
branches, with interests which it is no exaggeration to describe
as national, cannot be idle or indifferent in time of trouble, cannot
turn a deaf ear to the legitimate wants of the farmerin the
prairie provinces, any more than to the wealthy merchant or
manufacturer in the East. Their business is to gather up the
wealth of a nation, not a town or city, and to supply the borrow-
ing wants of a nation.

There was a time in Canada, about twenty years ago, when
some people thought that in every town, a bank, no matter how
small, provided it had no branches, and had its owners resideut
in the neighborhood, was a greater help to the town than the
branch of a large and powerful bank. In those days, perhaps,
the great banks were too autocratic had not been taught by com-
petition to respect fully the wants of each community. If this
feeling ever existed to. any extent, it has passed away. We are,
in fact, in danger of the results of over-competition. 1 do not
know any country in the world so well supplied with banking
facilities as Canada. The branch system not only enables every
town of 1,000 or 1,200 people to have a joint stock bank, but to
have a bank with a power behind it generally twenty to fifty
times greater than such a bank asis found in towns of similar
8ize in the United States would have.
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But one of the main features of the branch system is connected
intimately with our power to issue notes bused upon the general
assets of the bank. When the statement of a large Canadian
bank is examined by an American banker, the comparatively
small amount of actual cash must be noticeable. He will notice
that the bank is careful to have large assets in the United States
which may be taken back to Canada in times of financial strain
there, and large assets in convertible shape at home, but having
regard to actual cash as the machinery for carrying on the busi-
ness at the counter, how can a bank with forty or fifty branches
get along with so little cash ? The simple answer is that the tills
of our branches are filled with notes which are not money until
they are issued, and which, therefore, save just that much idle
capital and just that much loss of interest.

THE DEPOSITOR.

The legal position of the depositor is about the same in both
countries. The note-holder’s claim is preferred to his. We must
not, however, expect that any government will relieve a depositor
from the necessity of using discretion as to where he places his
money. Governments never have done and never can do that,
Men must look around, and after measuring the security offered,
judge where they should entrust their money. It is perhaps
easier for a man with limited intelligence to make a selection if
the banks have large capital and are of semi-national importance,
provided, of course, the basis of the system is not unsound, as in
Italy and Australia. In Canada, we do nof borrow from abroad,
although we would not object to do so if money could be obtained
at low enough rates of interest; our banks have large capital and’
small deposits relatively, and we do not lend on real estate. The
Government statement at 31st December, 1892, shows that before
depositors having claims amounting to $180,000,000 can suffer,
shareholders must lose in paid-up stock and double liability as
mach as $126,000,000, and $25,000,000 of surplus funds, in all
$151,000,000. There is probably no country in the world where
greater security is offered to depositors.

When our charters wers under discussion two or three years
ago, I had occasion to defend our system, and I have copied freely
from & pamphlet written by me at that time. I must not, there-
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fore, omit to repeat a statement made then, which might excite
criticism more readily, now that the banking system of Australia
has collapsed. In making a comparison between individual banks
with small capital, and banks with branches and large capital, I
urged that :—

“The probability of loss to the depositor in one bank with
« goveral millions of capital, is less than the probability of loss to
“ some of the depositors in ten or twenty small banks, having in
“ the aggregate the same capital and deposits as the large bank.”

The retort will be quickly made :—* But if the large bank fails,
the ruin will be just so much the more widespread.”

This is quite true, but while it appears to be an answer to the
point it is not, If the condition of two countries are about the
same and the ability of the bankers and the principles of the
banking system, are in other respects equally excellent, it must
still remain true that the probability of loss to the depositors in
one or more of the ten or twenty small banks is greater than the
probability of loss to any of the depositors in the one large bank.

There are some features in our deposit business which may be
interesting to American bankers. There are perhaps not half a
dozen savings banks, as the term is understood in North America,
in the whole of Canada, and those only in the largest cities, and
theve is really little need for the existence of any. The Govern-
ment carries on the Post Office Savings Bank system, copied in
some respects from Great Britain. It is unnecessary and unsuited
to our country, but it perhaps affords the very ignorant a refuge
from the dread of bank failures. The safe-guards always neces-
sary when a government undertakes to carry on a regular busi-
ness are so many and so tedious that the leading banks do not
find it necessary to allow as high a rate of interest as the Gov-
ernment. )

Tn addition to the Government we have as competitors for
deposits the companies authorized to lend on real estate. Most
of those companies, however, now borrow only on debentures at
fixed periods. Some of this money is borrowed in Great Britain,
but much of it is obtained at home. I may say here that while,
as with you, banks have fortunately no power to lend on real
estate, the restriction is perhaps no longer necessary, as land
banking and mercantile banking ave clearly separated in the
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minds of every intelligent man of business in Canada, And as
the banks do not buy paper made for the purpose of obtaining
money, as you do in the United States, but loan only to their
own customers, supplying their entire wants, and seeing that the
money is to make or move some product about to be sold, we do
not so often discover that we have unwittingly been booming a
corner lot, building a mill, or helping to float a company.
Returning from this digression to the subject of deposits, T
have to deal with the objection, present I am surein the minds of
many of my hearers, that we pay interest on deposits. I am
aware that many eminent bankers in the United States have ex-
pressed the opinion very decidedly that it is inconsistent with
sound banking to pay interest on deposits. On the other hand,
bankers in Great Britain and in Canada would say that any sys-
tem of banking which will not afford interest on certain classes
of deposits is unsound. I must hold with this latter opinion. It
is entirely a question of the character of the deposit. Well man-
aged Canadian banks do not give interest on active current
accounts. But all Canadian banks issue interest bearing receipts,
and, as you will have gathered, all, or almost all have Savings
Departments. These deposits, great or small, are 1n the nature
of investments by the depositor, and are not like the temporary
balances of a merchant, They are entitled to interest. It is of
vital importance to every nation that its people should have the
saving habit. 1t is also of vital importance that all the money
disbursed for labor, or to the farmer or otherwise, should find its
way back as early as possible into the channels of commerce,
Willit find its way back unless interest is offered for it ? It will
be said that the ordinary savings bank is the proper organization
to take care of such deposits. So far as the very large cities are
" concerned this may be quite true. The mercantile banks of
Chicago would not like to have been the creditors of the excited
savings bank depositors who clamored for their deposits a fow
weeks ago. But is the ordinary savings bank an effective instru-
ment for collecting the miscellaneous savings of the smaller com-
munities ? I think not. Be this as it may, we by our branch
system, with the savings department added, provide in small
towns where the ordinary savings bank 1s impossible, a secure
place of deposit, and the quite large deposits of our leading banks
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are certainly the accumulation of tens of thousands of such
depositors.

Banks are required once a year to make a return to the Gov-
ernment, which is published as a blue-book, of all unclaimed
- dividends, deposits or other balances of five years standing.

BANK INSPECTION.

We have in Canada no public bank examiner as in the United
States, nor are our annual statements audited as in Australia.
When the audit system was proposed we resisted because we felt
that it pretended to protect the sharebolders and creditors, but
did not really do so, and if the audit did not really protect it
seemed better that shareholders and creditors should not be lulled
by imaginary safeguards, but be kept alert by the constant exer-
cise of their own judgment. So far as we have ever discussed
with the Government the question of public bank examiners
apart of course from denying the necessity for anything of the
kind, we have confined our arguments to pointing out the im-
practicability when banks have many branches. This may in the
minds of some, constitute an argnment against branch banking.
I simply state the facts. But we say that, while it may be very
well—if it really does lessen bank failures—to have public ex-
aminers for the protection of the people, it is much more neces-
sary with branch banking to have bank examiners, or as we call
them, inspectors, on behalf of the executive of the bank. And [
am aware that the practice is growing in the United States where
everything is under one roof. When it comes to the quality of
the work done by our inspectors, I would not admit that anything -
could well be better. In my own bank it takes five trained men
an entire year to make the round of all the branches. Some of
these officers devote themselves to the routine of the branches,
verifying all cash, securities, bills, accounts, etc., testing the com-
pliance of officers with every regulation of the bank, reporting
on the skill and character of officers, etc., while the chiefs devote
themselves to the higher matters, such as the quality of the bills
under discount, loans against securities, indeed the quality and
value of every asset found at the branch. They also deal with the
growth and profitableness of the branch, its prospects, etc. Now
all these matters have already passed the judgment of the branch
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manager, and the more important have been referred to and
- approved by the executive, so that it may be said that three
different judgments are passed upon the business of the branch.
Bat it will be said that the chief inspector may be under the
sway of the executive and his reports a mere echo of the opinion
of the latter. This is quite true—the reports may be dishonest.
We do not tell the public that the inspector is specially employed
for its protection. e, like the general manager, is merely a
part of the bank’s machinery for conducting business, and the
public is left to judge of the bank by its chief officers, its record
in the past, its entourage.

Our banks make a very full return to the Government at the
close of each month. These are published during the month and
are keenly discussed by the public. The Deputy Minister of
Finance has the power to call for statements of any character at
any time,

In the larger banks the officers insure their fidelity by funds
established within the bank. Many of the banks also have funds
for the superannuation of their officers.

RESERVES.

1f my paper were not already too lengthy I would like to have
discussed the question of reserves. You will not perhaps be
astonished to learn that we hold with the majority of the banking
world outside of the United States against fixed reserves. With
us no reserves are actually required by law. The cash reservein
gold and legal tenders has averaged for some years about ten per
cent., but you will remember that our till money is almost en-
tirely supplied by the bank note circulation. The smaller banks
keep their available resources in securities, call loans at home
and balances with their bankers in Montreal and New York.
The large banks, as you know, in addition to their securities and
call loans in Canada, lend largely on easily liquidated securities
in the United States.

The change making notes, those of denominations less than $5,
are issued by the Dominion Government. The settlements at the
clearing houses are made in legal tenders, notes of large denomi-
nations being issued by the Government for the purpose. Forty
per cent. of whatever cash reserve a bank may keep must be in
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Dominion legal tenders, a provision entirely in the interest of
- the Government, and so unworthy of our otherwise creditable
system that we must hope our Government will some day relieve
us of such an unscientific arrangement.

PRIZE ESSAY COMPETITION BETWEEN ASSOCIATES
OF THE CANADIAN BANKERS' ASSOCLATION.

Award of Committee, May 20th, 1893.
Susseer No. 1. |
(For Accountants and Managers of not over two years’ standing.)

« STATE- ALL THE POINTS CONNECTED WITH AN ENDORSER
EITHER WHEN THERE IS ONE OR MORE THAN ONE, AND
THE DIFFERENCE BETWEEN THE SECURITY OF A GUAR-
ANTEE AND AN ENDORSEMENT.”

First Prize, $100..“Banker & Customer”..Mg. V. C. Browx,
Canadian B’k of Commerce.

Second Prize, $60... Sailing Ship”......---- Mg. W. M. Ramsay,
Merchants Bank of Canada.

SusJecr No. 2.
(For Officers not above the rank of Accountants.)

“ STATE CONCISELY THE VARIOUS POINTS TO BE NOTED BY
TELLER WITH REGARD TO CHEQUES OR ANY OTHER FORM
OF PAYMENT, AND DEPOSITS OR ANY OTHER FORM OF
RECEIPT ; ALSO OTHER MATTERS IN WHICH HE HAS TO
DEAL WITH CUSTOMERS ACROSS THE COUNTER, AND ESPE-
CIALLY HOW HE CAN ADVANCE THE INTERESTS OF HIS
EMPLOYER.”

First Prize, $50..“Semper Eadem”........ Mz. R. W. CrRoMPTON,
Canadian Bk. of Commerce.

Second Prize, $25..“ Qui non proficit. . ...... Mkr. J. W. HauMiurox,
(two) deficit” Bank of B. North America.

Cheeeeniiiaas $95..% Cautionary Boldness”..Mr. J. M. McPrmrsox,
. Molsons Bank.
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The following competitors obtained Honorable Mention in their
respective subjects, and a special prize, and their papers will ap-
pear in the next number of the Journal : —

Special Prize, $20.

Special Prize, 310..

$10.

310,

310.

&10.

Soussect No. 1.

.“Facet Spera”..... .. «« Mg, T. E. MsrreTT,

Merchants’ Bank of Canada.

..“ Reader”.... ..... RPN Mr. W, A, AL1aY,
Merchants’ Bank of Canada.
L Awake”. ..., Ceierens «+Mr. C. C. Krppey,

Merchants’ Bank of Canada.

SveJsect No. 2,

“Country Teller”.......Mr. GEo. MUNEOE,
Merchants’ Bank of Canada.

“Bordereau”.ceece v Mr. E. P. Hay,

Canadian B’k of Commerce.
HLAZArUS” v urer ceens « ..Mz J. B. Pgar,

Canadian B’k of Commerce.
“DeoJuvante”.......... Mr. F. G. OLivER,

Merchanis’ Bank of Canada.
-“He does well who does Mg. H. E. CHANDLER,

his best”... ........ Canadian B’k of Commerce.
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" PRIZE ESSAY.

STATE ALL THE POINTS CONNECTED WITH AN ENDORSER, EITHER
WHEN THFRE IS ONE OR MORE THAN ONE, AND THE DIFFER-
ENCE BETWEEN THE BECURITY OF A GUARANTEE AND AN
ENDORSEMENT.

Paper by Mr. VEre. C. Browy,

Canadian Bank of Commerce.
I read the first part of the subject to call for a statement,
naturally in any event from a banker’s point of view, of the legal
position of an endorser, but doubts have been raised as to whether
it is not intended to embrace a discussion of the points that arise
in considering the responsibility of an endorser asto means, char-
acter, etc., and I have thought it well to add a line, necessarily

exceedingly brief, in that connection.

CoNCERNING THE GENERAL LAw RELATING TO AN ENDORSER.

The principle underlying the law relating to Bills of Exchange
is that they shall, as far as possible, carry the obligations of the
parties to them that are expressed on their face, so that the free
movement of these « wheels of commerce” may not be impeded
by any uncertainties as to their validity that can, without undue
harshness to individuals, be removed. And this principle is
therefore the key to much of the law governing the position of
an endorser. '

"WHEN AN EnDoRsER 18 HELD As Suca.

Without going so far back as to actually define an encorser it
may be well to state the following points : -

The delivery of a bill or note after endorsement must be with
the endorser’s consent to render him liable to an immediate
party; but to a holder in due course good delivery is presumed,
excepling where a bill has been stolen, in which case the endor-
ser is not liable to anyone.

Where bills or notes not payable to bearer are delivered up for
a valuable consideration without being erdorsed to the holder,
the latter may at any time demand the endorsement—with or
without recourse depending on the nature of the transaction and
the intention of the parties in the first place. But until such
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eudorsement the title of the holder is subject to any equities
attaching to the documents, and this is not cured by endorsement,
if notice is given before the endorsement is actually made; ex-
cepting, however, where an endorsement was intended at the
time of transfer and was omitted by « mistake, accident, or fraud,”
in which case the holder’s title is made perfect at any time by
endorsement.

This provision as to equities would probably apply
where, for any reason, a banker contents himself with the
mere lodgment of bills or notes as security, with the
understanding that if he shounld wish title in them given
later on, endorsement would be made; as otherwise it is
not easy to imagine a case where omission would be other
than by mistake, accident, or fraud. In any event absence
of consideration on the part of a prior holder would not
constitute an equity.

Where the amount of a negligently drawn bill is increased
after leaving an endorser’s hands, if the alteration is not apparent
he is liable for negligence, as well as the maker.

An endorser may be held liable in his personal capacity if, in
endorsing a bill or note for a company, he merely adds words
descriptive of his office, instead of making it read clearly as an
endorsement for the company.

“May be held liable,” e.g., if a bill or note is made
payable to A. B. as treasurer of a company, or simply to
The Treasurer, and he endorses it in that manner, i.e.,
“ A. B, Treasurer,” he would be liable personally; but
if it is made payable to the company and endorsed
“A. B, Treasurer” he would not be liable. And this
liability in the first instance would not be removed,
even if the holder admitted that he understood he was
only getting the endorsement of the corporation.

A banker may have to do with an endorser in two capacities:

As drawee : where he has paid a bill drawn on himself, or * an

“accepted bill, or a note, of onc of his customers payable at his
bank.

* 1t has since been pointed out to me that the banker’s capacity in
the two instances following is that of agent of the acceptor or promissor.
The banker’s position as regards an endorser, however, is not, I imagine,

" materially different in such capacity from what it is as drawee.
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As holder : Where he acquires property in bills or notes other
than as drawee, as by cashing a cheque on another bank, or dis-
counting or making advances on bills or notes, or taking them
as collateral security.

Usually as “holder in due course,” but occasionally

not so, as when he takes overdue bills as security, as
to which see under “ Overdue Bills.”

And in these transactions the banker understands:

LIABILITY OF AN ENDORSER.

as drawee, that the endorser to whom the money is paid is bound

to indemnify bim should the instrument not be valid, by reason

of forgery of the signature of any endorser (but not the drawer’s
signature, which the banker admits in paying a bill), or should ,

the endorser’s title prove to have been defective ; and *‘ as holder

in due course,” that each endorser is individually bound absolutely

to indemnify him should a bill or note for any reason be dis-

honored.

~ Butan endorser may negative his liability by adding appro-

priate words (usually “ without recourse”) to his signature, show-

ing clearly his intention only to pass the title, without liability on

his part—that is, of course, where a banker chooses, or by the

nature of the transaction is bound to accept such an endorsement.

Such negation does not, however, affect the assurance

that is implied by the mere passing of a bill, that it is a

valid obligation of the persons who purport to be parties

to it ; and the holder of a bill so endorsed could recover

from an endorser where any signature was forged, or if

any party to it was in competent to contract, or the
endorser had no title.

Duries oF THE BANKER AS REGARDs THE ENDORSER.

The liability of the endorser set out above is entirely contin-
gent on the performance of certain important duties on the part
of the banker :

1. Duties as drawee : If after payment it is discovered that a
bill is not a valid obligation by reason of the forgery of any prior
endorser’s name, or other reason of which the endorser was not
aware, the latter must be notified forthwith.
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2. Duties as holder in due course of a Bill of Exchange :—Pre-
sentment for acceptance.—Presentment for acceptance to every
drawee must be made within a reasonable time of (a) all bills
thut expressly stipulate for such presentment, (5) all bills payable
at or after sight, and (¢) all bills payable elsewhere than at the
residence or place of business of the drawee.

** Reasonable time.”—Bills payable in the same place
should be presented the same day if received within
banking hours, at any rate sight or after sight bills, and
if payable elsewhere they should be despatched the same
day. Where bills are negotiated in turn by a banker, as
bills on foreign countries, a eertain delay is warranted by
the state of the Exchange markets, ete.

While it is customary to present for acceptance other bills
than those enumerated above, and would indeed in some cases
amount to carelessness not to do so, it is not necessary in order
to preserve the endorser’s liability.

The drawee may be given two days in which to accepit if he so
requests, or if he indicates that he may accept in that time, but
in the absence of such request or indication the bill must be
treated as dishonored immediately.

An acceptance must be unqualified and by all the parties. From
this rule, however, js excepted an acceptance for part of the
amount, which may be taken if the holder thinks fit, but notice
of the fact must be given at once, and in the case of a bill origi-
nating in a foreign country it must be protested as to the balance,
as well as notice given,

Presentment for payment.—All bills not payable on demand
must be presented for payment on the day of maturity, unless
delay is cansed by circumstances beyond the control of the
holder. '

Cheques must be presented for payment within a reasonable
time, reasonable time being determined by the usage of banks
and the circumstances of the particular case.

The usage of banks holding a cheque drawn on a
bank in the same place is to present for payment the
following day, but where a bank is asked to present
“ without delay” the * circumstances of the particular
case ” would probably not justify following the custom of
not presenting until the next day.
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Demand bills must be presented within a reasonable time after
endorsement. !

Whon an endorser places his name on an overdue
bill it must be treated as payable on demand.

Notice of dishonor by non-acceptance or non-payment.—Notice
of dishonor must be sent on its way not later than the following
business day, to every endorser whom it is wished to hold. It is
customary to notify every endorser, but any endorser may be
selected without regard to the order in which he became a party,
leaving him to notify any prior endorser for his own protection ;
excepting where two or more endorsers have endorsed jointly
with the knowledge of the holder, when each of them should
perhaps be notitied if it is wished to hold any one of them. Notice
given by an endorser enures to the benefit of the holder.

Notice of dishonor must be given even if presentment was
waived. Notice of non-payment need not be given where notice
of non-acceptance was given, unless, of course, the bill was subse-
quently accepted.

If an endorser, on whom it is intended to rely, is dead, and the
fact is known to the holder, his representatives must be notified,
if they can be found; otherwise notice left at the endorser’s last
known residence will suffice.

The return of a bill is sufficient notice.

Protest for dishonor. — All foreign bills must be protested for
non-acceptance, and where not dishonored by non-acceptance,
for von-payment.

Bills drawn on Quebec must be protested for dishonor.,

3. Duties as holder in due course of a promissory note :—While
there are some important differences between the general law
governing bills of exchange and that governing promissory
notes, the same duties are imposed on the- holder of a note in
order to preserve the endorser’s liability as have been set forth
ax to bills of exchange, with the exception, of course, of the pro-
visions for presentment for acceptance and acceptance.

With a demand note, however, reasonable time for presentment
for payment is widely different from that in the case of a demand
bill. Demand notes are frequently given with the understanding
that they may not be presented for payment for a considerable
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period, and it might not be considered an unveusonable time if
they were presented barely within the Statute of Limitations,

A demand note, delivered as collateral security with the assent
of the endorser, need not be presented for payment so long as it
is held as such security. '

Tue Enporser 1s RELEASED.

If any of the foregoing rules respecting presentment, notice,
protest, ete., are neglected the endorser is released ; except
where any of them are expressly or impliedly waived by the
endorser or excused by luw,

“ Impliedly waived "—as, for example, where an
endorser before maturity has asked for and obtained an
extension of time.

‘“Excused by law.”—Presentment for acceptance is
excused, (1) where, after reasonable etfort, the drawee
cannot be found, or (2) where he is dead or.* bankruapt, or
(3), irrespective of the holder's knowledge, is a fictitious
person, or (4) is, with the knowledge of the endorser
when endorsing, a person without authority to contract.
Presentment for payment is also excused for the above
three first named reasons, and, further, where a bill or
note is made for the accommodation of the endorser, and
the latter has no right to expect payment if presented.
But, where there is more than one endorser, presentment
for acceptance and for payment is necessary, in order to
preserve the liability of the others.

Further, the endorser is released if the holder suspends, in a
binding manner, his remedy against the principal party or any
prior endorser.

“Binding manner.”—As if at any time before or
after maturity, for a good consideration, the holder gives
a promise, to the principal party or other endorser, to
extend the time for payment, or,"in the absence of con.
sideration, gives a written undertaking under seal to
extend the time. A promise not binding, as, for instance,
not for a consideration or not under seal, would not
release the endorser, as the latter's right to take up the bill
at any time, and sue thereon, would not be attecred by
such an undertaking.

The taking of interest in advance, for any greater
period than the currency of the bill, is a notable example
of a binding extension of time.
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He is also released if his signature is intentionally cancelled
by any holder, or if the sxgnatule of any prior endorser, or of the
principal, is so cancelled.

But the endorser’s liability is revived despito neglect of the
holder, if the former, subsequently, with full knowledge of the
facts, excuses neglect, or implies excuse, as by admitting liability,
promising to pay, or making a part payment, ete.

A prior holder's neglect does not release an endorser as legm ds
a holder in due course.

OvVERDUE BILL.

Taking an overdue bill as gecurity is, as already stated, the
only common instance where a banker is a holder other than in
due course. In this capacity he can only acquire a bill subject
to any defect of title affecting it at maturity. An endorser would
be released by a prior holder's neglect of duty, but absence of
consideration to the drawer would not be a defect,

CoONCERNING AN ExporsER’s PosiTioN IN CasE PriNciraL
DerauvLtrs, Erc.

‘Where a holder has tuken security from the principal party or
from a prior endorser, any subsequent endorser paying the bill or
note is entitled to the security, or may even demand that, before
looking to him, immediately realizable security shall be applied
as far as it will go. Security can only be surrendered without
Payment, at the holder’s peril. . :

Joint endorsers, where the fact was known to the holder, should
be sued together. Judgment against one is a bar to proceedings
against the other.

ON THE BUSINESS ASPECT.

It will no doubt saffice for the purposes of this paper if I select
for illustration the case of an endorser for a business house so
. Weak financially that the banker's main reliance is upon the en-
dorser; where the endorser’s name is looked to in any lesser
degree, the principles which should govern, in the case illustrated

here woald, of course, have only to be modified. .
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The considerations, then, which arise in a banker’s mind are, in
their natural sequence: the reascns for the endorser’s willingness
to assume so serious a risk as that involved in the case in point;
the proportions borne by the amount of the endorsement to the
claimed means of the endorser; the tangibility of the endorser's
wealth, and the risks to which it is and may be exposed ; and the
question of his integrity.

In connection with the first point it is not enough that an en-
dorser's means would probably render advances to such a busi-
ness house reasonably safe; unless the business might fairly be
expected to succeed under efficient management such an account
has no proper place on a bank’s books, though as to this the case
may be somewhat different, perhaps, where the business is pressed
upon a bank by the endorser himself. There should in every
case be a legitimate and natural reason for the endorsement, and
it is important that a banker should satisfy himself as well, that
the endorser thoroughly understands the real nature and extent
of the risk he is assuming. . Where the latter is the case, and the
endorser’s ability to protect his own interests js clear, the banker
has a very satisfactory measure of assurance therein as to the
safety of his advances apart from the endorser’s name, and as to
the probable eventual success of the business. '

As to the proportions which an endorsement may bear to the
endorser’s means, where there is & business connection, such, for
instance, as the endorser having a monied interest in the business,
it is natural for an endorser to be willing to come under obliga-
tion for an amount running close upon his entire capital, but
where an endorsement is of an essentially ‘‘ accommodation ” char-
acter it is doubtful policy for a banker to lend money to anyone, -
in whose ability to repay it himself, he has no confidence, particu-
larly when the endorser’s liability would represent an important

“part of his means; it is, under any circumstances, a very ungra-
cious task to collect from a secondary party a debt not incurred
for his benefit in any way.

With regard to the reality of the endorser's wealth I do not
see that the principles which apply here differ in any important
measure from those applicable in the case of a principal party—
that is to say, it is probably us indefensible a risk, in the case I
have taken for illustration, for a banker to lend money without
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having satisfied himself of the endorser’s actual position by infor-
mation at first hand, as it would be to lend on the strength of a
principal’s name without full knowledge of his position. That
bankers are sometimes content with the general reputation for
wealch of an endorser is probably due to a tendency to lose sight
of one aspectof the risk. There seems to be a temptation to view it
in the light that, should the business fail, it is hardly probable, on
the doctrine of pure chances, that the endorser will also become
ingolvent,—instead of setting out from the opposite direction and
considering first of all whether, in the event of the endorser’s
wealth proving fictitious, or his coming to grief, the position of
the bank’s advances would be a serious one. A banker has not
the same opportunities for observing the course of an endorser’s
atfairs as in the case of the principal, and it is therefore the more
essential that he should not only know the endorser’s position,
but be able to assure himself that his means will not be exposed
to abnormal risksin any direction.

It would not ordinarily be necessary to discuss the question of
the integrity of the individual, as presumably no banker deliber-
ately trusts a man whom he believes to be dishonorable. I be-
lieve, however, that it is within the experience of bankers that
the moral reasoning of men when called upon as endorsers for
payment of a debt is distinctly different from what it is as prin-
cipal parties for obligations in connection with which they have
themselves benefited, and as a banker has no right of interference
with the endorser’s disposition of his assets until default has been
made by the principal, the question of character in this connec-
tion cannot be too finely weighed.

THE DiFFERENCE BETWEEN THE SECURITY OF A GUARANTEE AND
! AN ENDORSEMENT.

An endorsement as alveady set out herein, covers an absolute
undertaking on the partof the endorser that should the principal
party to a bill or note not pay it, he will himself do so, without
right to deny the validity of the instrument and, therefore, his
obligation, for any reason whatsoever.

The obligation covered by an ordinary form of guaraiitee is
much more limited, A guarantee must, of course, be in writing,
and for a consideration (not necessarily a money one, nor neces-
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sarily stated in the guarantee), or in the absence of a considera-
tion it must be under seal; it must be addressed to a person by
name, and describe fully the bill or note it is intended to guar-
antee. A guarantee, unlike an endorsement, does not pass to a
holder in due course; the guarantor is only liable to the person
guaranteed or his assigns; and further, the guarantor is not pre-
cluded from denying the signatures of any of the parties to a
note, embraced by the description in the guarantee; thatis tosay,
a guarantee covering a note made by A. and endorsed by B. would
not apply to a note made by A. with B.’s endorsement forged,
nor to a note with A.’s signature, as maker, forged, and endorsed
by B. Of course a guarantee might be made so wide as to speci-
ally cover the validity of signatures in such an instance as given,
but such would not, in the nature of things, be often met with;
or the circumstances of the case might alter the above posi-
tion as regards validity of signatures, as, for instance, if a guar-
antor had knowledge of a signature being forged at the time of
giving the guarantee; but the difference between the security of
a guarantee and an endorsement in an ordinary simple case would
seem to be substantially as set outabove,

As to the duties of a holder as regards a guarantor, presentment
for payment is not necessary in order to preserve a guarantor's
liability, and as to notice of dishonor, while the prudent and
natural course would be to notify the guarantor promptly,
authorities seem to agree that omission to do so, unless under
circumstances amounting to concealment, would not release a
guarantor.

The guarantee oftenest met with in banking is one covering
general advances to a customer, sometimes 8o comprehensively
drawn as to guarantee “any hdbllltles the customer may come
under “ in consideration of the bank agreeing to deal with him,”
but I have taken it that it is the fundamental difference between
the security of the two forms of suretyship which should be
stated.

“ BANKER AND CUSTOMER.”




Prize Essay by W. M. Ramsay. 37

STATE ALL THE PoINts CONNECTED witH AN EnDoRser, Erc.

Paper by Mr. W. M. Ramsay. .
Merchants Bank of Canada.

The laws governing bills, or what are technically called drafts
or acceptances, according tu their condition, are applicable also
to promissory notes and cheques. But special provisions and
modifications have been made by the Bills of Exchange Act rela-
tive to notes and checks, incident to the essential difference in
the construction of these instruments from each other, and from
bills, and in consequence of dissimilar usage. The term “bill ”
is understood to convey the comprehensive meaning, unless
exception is stated.

A bill is void which has been altered in any vital part, except
against any party to it who has caused the alteration to be made,
and subsequent endorsers.  An endorsement, like an accept-
ance, must be written on the bill itself, but if written on an
allonge or necessary supplement to a bill it is valid; and an
endorsement on the “ copy " of a foreign bill is equivalent to an
endorsement on the original. A bill is payable to bearer if so
expressed, or if the payee is a fictitious or nonexisting person ;
and the Act also declares that a bill is payable to bearer *on
which the only or last endorsement is an endorsement in blank.”
This last clause is British law, and practice as well; but Cana-
dian Banks may be expected to prudently continue following the
rules established by custom in paying cheques until events dis-
tover to them what advantage, if any, there is to them in the
provision., If, however, drawn payable to order and endorsed in
blank, the blank endorsement may be converted into a special
endorsement by any holder; and such blank endorsement is con-
trolled by a subsequent special endorsement. If a payee or
endorsee is not correctly designated, or if his name is mis-spelt,
he may endorse as described in the bill, subjoining his proper
signature, or, alternatively, he may endorse by his proper signa-
ture only. The transfer of a bill drawn or endorsed “ Pay to
John Smith ” is not prohibited. The converse expression * Pay
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to the order of John Smith” does not compel the transfer of a
bill ; it is payable to him or to his order at his option. There-
fore the several expressions, “ Pay to John Smith,” “Pay to the
order of John Smith,” and ¢ Pay to John Smith or order,” are
of equal legal effect. The transfer of a bill is, however, pro-
hibited if drawn or endorsed ““Pay to John Smith only,” or if
‘“indicating an intention that it should not be transferred.”
The alteration of a cheque or bill from ‘ order” to *bearer”
should be regarded as a danger signal.

The endorsement, < John Smith, Agent,” binds Jokn Smith
only, and not the principal for whom he acts. Amn endorsement
“ per procuration ” binds the principal only up to the measure of
the authority under the power of attorney he has granted, and
no further. The Act explicitly declares that a signature “per
pro” is indicative of limited authority. Hence no bill thus
endorsed should be cashed without due proof of the title of the
endorsee, and none of the many cheques exchanged by banks
daily, and endorsed professedly under power of attorney, should
be honored without the guaravtee of the depositing Bank. An
endorsement in a representative capacity may be made so as to
negative personal liability, Precedent goes far to establish, how-
ever, that personal recourse must be expressly negatived to be
adequate. Subsequent to the maturity of a bill it may be
endorsed and the endorsement dated. Restrictive endorse-
ments are manifestly dangerous, and should not bs regarded as
within the range of practical banking, always, of course, except-
ing restrictions or prohibitions such as ¢ For deposit on account
of,”—which are in their nature admissible, and occur in every
day practice. The Act provides that a conditional endorsement
may be disregarded, without harm, by the payer; but it might
not always be easy to distinguish between conditional, restrictive,
and prohibitive endorsements, and bankers are not lawyers.
An endorsement given under coercion, or compelled by fear or
other like influence, would be declared void if value had not been
given.  All banks do not give proper regard to the correct
placing of their own endorsement on bills, notwithstanding the
legal rule that several endorsements on a bill are presumed to
have been written in the order in which they occur., Needless
inconvenience might be caused in seeking recourse because it
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appeared on a bill, prima facie, that the defendant was entitled to
sue the plaintiff. ' '

Capacity to endorse has to be kept in view, and exception
recognized when necessary, as iu the case of interdicts, minors,
corporations not empowered by their act of incorporation, and
not essentially organized for trading purposes, and others.
Capacity without authority has too often in the history of banking
been found to conceal a pitfall, notably through taking the signa-
ture of a firm, written by one of its partners otherwise than for
partnership purposes. It has also to be'borne in mind that the
endorsement of a non-trading firm, as, for instance, a firm of
solicitors, has not necessarily more effect than the endorsement
of the signing partner only. Section 23, sub-section b. of the
Bills of Exchange Act reads, * The signature of the name of a
firm is equivalent to the signature by the person so signing of
the names of all persons liable as partners in that firm.” This
clause may have been designed to express the law already deter-
mined. The words cannot be presumed to signify an intention
to prohibit the repudiation, by his copartners, of a firm’s signa-
ture written by any one member of that firm regardless of cir-
cumstances, as between themselves—i.e., whether or not the
obligation were incurred for partnership purposes, or had the
authority of the firm. Thus the avowed accommodation endorse-
ment of a firm would bind only the partner who had signed, as
heretofore. It is significant of this conclusion that the annota-
tions upon this clause by one of the first English authorities can-
not be read to justify a construction favorable to banks with
respect to accommodation signatures of firms, recognized as such,
The clause is identical in the English and Canadian Acts; and
the former, it will be remembered, has been in operation since
1882. [t would, however, seem from the wording of the clause
in question as if the holder of a bill might, as his advantage
dictated, regard the endorsement of a firm as that of a firm, or as
the joint endorsement of the individual partners.

In order to preserve the liability of an endorser, a bill which
requires to be presented for acceptance must be so presented to
the drawee or a person authorized to act for him, or, if customary,
through the post office; unless such drawee be dead, or bank-
rupt, or cannot be found. And if such bill is not accepted within
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two days after presentation it must be treated as dishonored;
and thereupon the holder has immediate recourse against an
endorser. A time bill must be presented for payment on the
day it falls due at a specified place or address, if stated therein,
and to the proper person or his representative; otherwise at his
place of business or residence; and if he has no known locale
then at his last known place of business or residence; or, other-
wise, to him wherever he can be found; or, as a last resource, at
the principal post office in the place where payable. or through
the mail if authorized by usage. If dead, presentation must be
made to his personal representative, if such there be, and if
known. Failure to properly perform these conditions loses
recourse against an endorser.

Foreign bills, and bills in the Province of Quebee, should be pro-
tested for dishonor, by non-acceptance or non-payment, to pre-
serve the liability of an endorser; but elsewhere in Canada than
the Province of Quebec inland bills may or may not be protested
at the option of the holder without affecting hix recourse; buat
notice of the dishonor must be given to an endorser, if not by the
usual mode of a mnotarial notice of protest, then by any other
common-sense means which can be proved. If an endorser be
dead the notice must be given to his personal representative, if
such there be, and he is known. Such notice of protest or dis-
honor must be given not later than the next business day after
maturity. If notice has been duly mailed and properly addressed
to an endorser he is not released by non-receipt of it. It is ques-
tionable whether the notaries employed by banks always exercise.
diligence to ascertain the proper address of parties to whom
they are required to give notice. A bill must be protested with- -
in five miles of the place where presented; or, if returned dis-
honored through the mail, at the place to which it has been
returned. Notice to an endorser is'necessary of the dishonor of
a bill which has been lost or destroyed ; and protest may be made
on a copy or description of such bill. Protest and notice may,
in case of need, be made and given through a Justice of the
Peace instead of a notary.

To preserve recourse against the endorser of a note presenta-
tion must be made to the maker at a particular place if specified
in the body of the note; or if a place of payment is indicated on
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a note, although not in the body of it, it must be there presented.
The latter condition should be marked, as the editions of author-
ities such as Byles, Grantand others, commonly used for reference,
express the regulation that a place of payment not contained in
the body of a note, but appearing on it as a miemo. only, may be
disregarded, and presentation is not necessary. Protest of a
foreign note is declared to be unnecessary, but is probably
advisable in order to clearly charge a foreign endorser in his own
country. In other respects the rules laid down as to the presen-
tation, protest and notice of bills are equally applicable to notes.

Notes payable on demand, and endorsed, cannot in prudence be
negotiated by banks in view of their obligation to present such
notes within a “ reasonable time ” of the endorsement. The alter-
native is that the endorser is discharged. The Act, however, pro-
vides that endorsed demand notes may be held without presenta-
tion if delivered as continuing or collateral security, but only if
the endorser’s assent has been given.

A demand bill (say a cheque) which appears on the face of it
to have been in circalation for an unreasonable length of time is, in
legal effect, an overdue bill. And two months has been held to
be an unreasonable time. An endorser would be discharged if
such bill were not presented within a reasonable date of his
endorsement. The several clanses bearing on this point appear
to have the design of influencing prompt presentation, and affect
chiefly the relations between drawer and payee, or subsequent
endorser. The application of these clauses seems to be negative
in so far as concerns demand notes not of recent issue negotiated -
for value (Vide sec. 85, sub. 3), and the apparent intention is to
protect the holder, presuming he had not knowledge of defective
title because of non-presentation. A banker probably looks into
this far enough for all practical purposes if he sees an opportu-
nity for those disposed to be litigious.

We have by usage made for ourselves a stringent law which
renders us liable to our depositors for any default in correctly
executing their orders upon us by cheque. It is our imperative
duty to pay out the funds of a depositor whenever properly
authorized to do so; and a bank must therefore satisfy itself that
the endorsee of a cheque payable to order is the person entitled
to receive the money, and should refuse payment until so con-
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vinced. But it is important to keep in view that a refusal to pay
a cheque until the bank is satisfied as to the payee’s identity in-
volves the retention by the bank of the amount necessary to meet
the cheque from the sum standing to the credit of the depositor,
lest it should prove that the person who presented the cheque is
entitled to receive payment of it. A bank iy not obliged to
regard any endorsements, although repeatedly transferred to
order, upon a cheque drawn payable to beaver. This was recog-
nized in England many years ago, and a Canadian Court not long
since gave judgment to that effect in an action involving the
point. A contingency in this connection is whether a bank
would choose to pay on presentation a cheque drawn to bearer.
although drawn by previous holders to order, or risk liability to
possible damages by default of prompt payment. In the action
alluded to frand would have been prevented, as events proved,
had the paying bank regarded the endorsement on the cheque;
but it is quite possible that the next analagoussuit to come under
our notice will be taken by a bona fide holder of a cheque payable
to bearer against the bank upon which it is drawn, because pay-
ment has been refused on presentation, on the ground that the
cheque bore evidence of having been negotiated and endorsed
payable to order. Thus we have no assurance that we can always
choose even the lesser of two evils.. The amendment to sec-
tion 24 of our Act of 1890 expressly gives us recourse against any
endorsers of a cheque subsequent to a forged endorsement, and
against the bearer if endorsed in blank. There is no real advant-
age to banks in the provision which deprives depositors of
recourse unless they give notice, within one year after acquiring
knowledge, of a cheque paid on a forged endorsement having been
charged to their account.

An unautherized endorsement equally with a forged endorse-
ment is wholly inoperative. The cases on record prove that, if
remote, theve is nevertheless danger of a bill being negotiated by
another person of the same name as the rightful owner. Wrong-
ful possession of a note or acceptance would be an obstacle to its
being negotiated direct with a bank ; but we reach an awkward
crux if we presume that a cheque payable to John Smith falls
into the hands of another John Smith. The bank upon which
the cheque is drawn convinces itself beyond the peradventure of
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a doubt that the person presenting it is John Smith, and thereby
intelligently and according to usage executes the order of its
customer apparently. Nothing more could have been done by
the bank unless it were in possession of some occult power
enabling it to perceive that its client meant an entirely different
person from the wrongful John Smith who presented the cheque,
and whose possession of it prima facie indicated that he, being
John Smith and no other, must be the rightful owner. But the
fact remains that the bank has paid the cheque on a forged
endorsement, and they have no right to charge their customer’s
account with it. This conclusion has not been reached unad-
visedly. Iuis not always plain that law, common sense, and jus-
tice, are relative terms.

The practice of crossing cheques, common in England, origi-
nated amongst banks in that country for their own better protec-
tion in “ clearing” cheques. But British banks are explicity
granted immunity from harm should they pay any cheque of their
depositors on a forged or unauthorized endorsement, unless, only,
such cheque is paid across the counter and is crossed. Under
these circumstances the practice is expedient and intelligible. A
crossing upon the face of a cheque operates as a prohibition, as,
although the person to whose order it is payable may comply
with all necessary conditions in respect of endorsement, and, in
this country, of jdentificatiori, he has nevertheless no title to
receive the money in payment of it from the bank on which it is
drawn. Practically, by crossing his cheque a depositor orders
his bank to pay the amount of it, not to the payee nor bis
assigns, nor to the bearer, but to another bank, or, if specially
crossed, then only to that bank. Any holder or endorser may
cross a cheque, or if alrcady crossed generally may cross it speci-
ally, and a bank may add to a special crossing a further crossing
to its collecting agent. The practice which prevails in Canada
of endorsing cheques sent by mail “ for collection on account of”
the remitting bank, or specially to the order of the collecting
agent, is perhaps not as safe as the English usage in that respect;
our stamped endorsement might be obliterated without much
difficulty. whereas a crossing is in effect an integral part of a
cheque which would not easily be removed nor altered.  Our
Act gives the drawer of a cheque power to uncross it and order
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its payment in cash; and it would obviate much embarrassment
if the British Act gave the like power specifically.

The deposit receipts issued by most banks are not transferable,
and when so should be paid only to the person to whom they
have been issued. When, however, as sometimes happens, a non-
transferable deposit receipt is presemed for payment by another
bank, its guarantee should be required to ensure the paying bank
against having to pay a second time. A receipt may be issued
repayable to either of two persons ; should one of whom die the
endorsement of the survivor, and also of the legal representative
of the deceased, are both necessary.

Warehouse receipts usually come into the possession of banks
endorsed in blank. As a precaution against wuch securities
falling into wrong hands they should be immediately endorsed
by the receiving bank to its own order. It is the rule with most,
if not all, banks to eonv ert on receipt, the blank endorsement of
notes payable locally to their own order, although it is intended
that such notes should not pass out of theu own custody till paid,
and the precaution is not inadvisable in handling Warehouse
receipts. The same suggestion applies to Bills of Lading held
for payment of relative drafts. This precaution is all the more
necessary because such securities, being only pledged, cannot be
stamped by banks with their « property ” stamp.

Marine Insurance Certificates are taken by banks usually
endorsed in blank by the person to whose order the loss is pay-
able, and without requiring the Insurance Company’s consent to
the transfer. A certificate declares that it is subject to the con-
ditions of the policy under which it is issued. Such policy does
not, however, pass to the bank for cxamination, and might con-
tain conditions and restrictions which would tend to vitiate the
transfer of the certificate.

The security of an endorsement is specific, being limited to the
instrument upon which it is written. The security of a guaran-
tee is according to the terms upon which such guarantee is
drawn; it may be limited to one tramsaction, or may cover an
indefinite number of traunsactions. If a coutinuing guarantee
expressing no limit of transactions as to number, it is usually ter-
minable upon the discharge of the debt which it covers, but may
express a specific date of expiry. A guaranteeshould reasonably
state a definite limit of amount. In England it is established
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that delay granted to a principal debtor for payment absolves
his surety, if the surety’s consent has not been obtained, and
therefore in taking a letter of guarantee care should be exercised
to obviate danger on this ground. For the same reason, in Eng-
land, and perhaps also in Canada, recourse may be lost against
the surety (or accommodation party) on a note, whether as
endorser or maker, if additional time is allowed the principal
debtor without the surety’s concurrence, or unless the holder
expressly reserves recourse against the surety. Itison record in
Canada that a letter of guarantee has been declared void because
the guarantor was led to understand by the bank manager before
executing the guarantee that his signing was only amatterof form.
ADDENDA,

In laying down the rule that foreign bills and bills in the Pro-
vince of Quebec should be protested the writer has done so in full
view of section 92, which provides that noting is sufficient at
maturity. Section 51, which makes exception.of holders in the
Province of Quebec by depriving them of the option of protesting
was, it is understood, interp olated in the Act by the influence of
the notaries of that Province, who would probably fight to pre-
vent any change which would deprive them of their emoluments.
It should be remarked that the section in their interest (No. 51)
renders necessary notice of protest, not notice of dishonor. But
besides, presuming that protest were optional, there is no practi-
cal advantage in to-day employing a notary to note a bill, which
is compulsory, and to-morrow sending notice to an endorser by
other means than through the notary. .

Reference to crossed cheques hus appeared to the writer to be
called for in this paper because of the influence of crossing upon
negotiation, although realizing that the Canadian banking public
are not likely to learn the expediency of crossing the cheques
they issue until we fall in line with the English law in relation to
cheques, should that ever happen. The agitation which took
place at Ottawa in 1890 applicable to crossed cheques, a factor
unknown in the banking practice of the Dominion at the time,
suggests to my mind some sort of preparation, and the sequent
idea occurs that possibly they had something to do with it who
are interested in banking reform, and who may have been hope-
ful and farseeing enough to detect in this the thin end of the
wedge. SaiLiNg Sure.
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PRIZE ESSAY.

SraTe CoNcISELY THE VARIOUS PoInTs To BE NoTED BY A TELLER
WITH REGARD T0 CHEQUES OR ANY OTHER FORM OF PAYMENT,
AND DEPOSITS OR ANY OTHER FORM OF RECEIPT; ALSO OTHER
MATTERS IN WHICH HE HAs TO DEAL WITH CUSTOMERS ACROSS
THE COUNTER, AND ESPECIALLY HOW HE CAN ADVANCE THE
INTERESTS OF HIS KMPLOYER.

Paper by Mz. R. W, CrouMprON,
Canadian Bank of Commerce.

The following points should be noted by a teller with regard to
cheques:

Authority to pay must be expressed upon a cheque, either by
the marking of the ledger-keeper, or the initials of the manager
or the accountant.

A teller is not relieved altogether from responsibility regard-
ing the genuineness of the signatures, even though a cheque is
marked good when presented to him, and he should remember
that if he pays a forged cheque the bank has to bear the loss, as
the amount cannot stand charged against the account of the
depositor whose name is forged, but if such a cheque is presented
by and paid to an inndcent holder, payment may be recovered
from him if a demand is promptly made.

A teller is held responsible for the identity of the payee or
endorsee to whom he pays money on a cheque payable to order.

The amount expressed in wordsis the sum payable, if a discre-
pancy between words and figures exists.

Payment of undated cheques, or cheques dated on Sunday,
should not be refused.

Any alteration in amount or otherwise should be initialed by
the drawer.

If, in a cheque payable to order, the payee or endorsee is not
correctly designated, or if his name is misspelt, he may endorse
as he is described, and add, if he chooses, his proper signature, or
he may endorse by his proper signature alone.

Any member of a firm can sign the firm’s name for purposes
which are strictly in connection with such firm’s ordinary busi-

. ness. ' ‘

When a cheque is payable to the order of an incorporated com-
pany, the teller must know that the officers signing have author-
ity to do so.
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When a cheque is payable to the order of the executors of an
estate, and there be more than two executors, a majority of sig-
natures is sufficient.

If a cheque is payable to the order of two or more payees or
endorsees, that are not partners, all must endorse.

When a cheque is endorsed conditionally, payment is valid
whether the conditions have been fulfilled or not.

A cheque drawn payable to the order of a married woman.
say Mrs. John Smith, must be endorsed Mary Jane Smith, or
whatever her christian name may be. '

A cheque drawn payable to “ bearer ” is paid without the iden-
tity of the payee being established, though it is always well to
refer cheques so drawn, for very large amounts, to a higher
official before payment is made.

A crossed cheque should not be paid in cash across the counter.

If a crossed cheque has been reopened by the drawer of it writ-
ing within the transverse lines “ pay cash ” and initialing same,
it should be treated as an uncrossed cheque.

A cheque that has been outstanding for an unusual length of
time, should be referred to the manager or accountant before pay-
ment is made, especially if signed by the drawer’s attorney.

Payment of a cheque after countermand of payment, or notice
of customer’s death has been received, renders the payer liable
for the amount to drawer and heirs respectively.

Cheques on own branch should be stamped *paid” immedi-
ately after payment, and if any cheque on another bank or branch
is inadvertently cancelled, it may legally be stamped “ cancelled
in error,” or words conveying similar meaning, and the cancella-
tion then has no significance.

Cheques form the principal medium through which money is
drawn from a bank, and many of the foregoing points given in
regard thereto, are applicable to the other forms of payment with
which a teller has to deal, but there are special points to be ob-
served regarding the latter, and amongst them are the following :

Bank drafts, letters of credit, and all such forms, should not be
eashed until the teller has been made aware that advice of their
issue has been received.

A bank’s own dividend warrants ave paid at par at any of its
branches.
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If a dividend warrant is made payable to two or more persons
holding stock jointly, the receipt of one of such persons is a suffi--
cient discharge to the bank for the money, unless express notice
has been received by the bank to the contrary. In the case of
executors, a majority of signatures should be obtained.

The law regarding crossed cheques applies also to dividend
warrants,

A teller should see that the interest due upon o deposit receipt
presented for payment has been checked by the officer appointed
for the purpose, and the total amount paid—that is, principal and
interest—should be written across the face of the receipt.

When cashing cheques, etc., on outside points, the regular
commissions should be charged unless waived by higher authority.

Payment in torn or partially defaced Dominion or Bank notes
is by law forbidden.

Itis only compulsory to pay $100 at one time in Dominion notes,
should a demand be made for them.

The following points should be noted with regard to Deposits :

The cash should be counted, and the various items offered,
checked, and the whole carefully ticked off and compared with
the figures on the deposit slip. Extensions and additions should
also be checked.

Sight drafts, other cash items, and unmarked cheques on other
banks, should be initialed by a higher official.

Particular care should be exercised with regard to the com-
missions on cash items—they should be exacted in all cases as
authorized by the manager. Commissions are a good source of
revenue to a bank.

A teller should see that sight drafts, &e., are properly drawn,
and carefully check the endorsements upon the various cheques,
&e., deposited as cash.

Crossed cheques on other banks may be taken on deposit and
sent for collection in the ordinary way, but a cheque crossed
specially to more than one bank should be refused.

Light gold should be avoided as much as possible, and silver
should not be taken too freely.

American money is taken at par at many points in Canada,
but a teller’s attitude towards it is governed by the express
directions of his manager.
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A teller should inform himself fully as to banks no longer in
existence, 80 as to quickly detect any bills of such banks offered-
in a deposit.

Forged bank notes must be stamped ¢ Counterfeit” or ¢ For-
gery " before being handed back to the customer offering them.

A deposit for credit of a current account should not be taken
from any one not authorized by the manager to have such an
account.

A teller should initial every deposit slip as soon as checked
and enter it in his blotter, but he should not, under any circum-
stances whatever, enter a deposit in a customer’s pass book—
whether current account, Savings’ Bank, or any other—nor should
he return the deposit slip to the customer, after it is initialed, to
hand to the ledger-keeper for purpose of entry in ledger or pass-
book. This is sometimes done in the smaller branches, but it is
4 practice fraught with much danger to the tellel and the bank,

The deposit slip should go direct from the teller to the ledger-
keeper.

When taking payment of notes and other bills it is necessary
to carefully compare the amount offered with that expressed on
the bill, and all cheques, whether on own bank or other banks,
offered in payment, should be marked good before the bill is
handed out as paid.

The endorsement of the bank’s customer should always be can-
celled when a bill is prepaid by any other party thereto.

The signature of every applicant for a deposit receipt, or of a
depositor in the Savings’ Bank, or Current Account ledgers,
should always in the tirst instance be obtained for purpose of
comparison, either by the teller or other officer.

A teller’s position is one of trust and opportanities, requiring
the exercise of many qualities which should be sedulously culti-
vated and developed, among them being civility, courteousness,
tact, and an unfailing command of temper ; these are primarily
hecessary and daily requisite. By the exercise of them much good
may be done, by their absence much more than a corr espunding
amount of injury to the bank's interests will assuredly ensue,
His actions and conversation should not be such as to create an
impression that he is a mechanical ornament—a species of auto-
matic cash register—it is a mistake, and the creation of such a

4



50 Journal of the Canadian Bankers' Association.

feeling will militate against his usefulness; but, on the contrary, he
should display an intelligent interest in his work, and an evident
desire to please those with whom he is transacting business, with-
out going to the extreme of obsequiousness, If he is thoroughly
interested in his work he will find many opportunities of doing
good constantly coming before him, and they should be embraced.
It is well for him to bear in mind, for instance, that a bank’s
circulation is an important factor of profit, and that any increase
of it carries with it its percentage of profit, and it should be an
. object therefore to get it out amongst people, and into districts,
with whom and where it will remain the longest, remembering
that notes of the smaller denominations—especially fives—circu-
late more freely, and have consequently a longer life before find-
ing their way back to the bank than the larger ones; and that as
few legal tenders as possible should be paid out.

The Savings’ Bank should receive as much attention as possi- -
ble, and there is possibly no other officer in a country branch
who can do more than a teller towards the building up of this
valuable portion of a bank’s business. In fact, were all the
tellers employed by any bank, to enter into a compact to do their
utmost to increase the total of the Savings’ Bank deposits, and
the increase could by any possibility be shown, the result most
probabiy would surprise, not only the tellers, but many of the
younger higher officials who somehow or other appear to become
imbued with the erroneous idea that prosperity is reached solely
through the eminence of their own abilities.

Customers’ deposits should be carefully watched, more particu-
larly those of customers having advances from the bank, and if
anything of an unusual character is observed—such as a large
deposit of the notes of another bank, legal tenders, &c.—it would
be well to report the fact to the manager to whom it might prove
interesting and valuable, '

Above all, friction with customers should as much as possible
be avoided, as it is always more productive of harm than good.
Tellers, like all other bank officers coming constantly in con-
tact with the public, are subject to numerous petty annoyances,
yet many of the supposed causes for annoyance are more fancied
than real, and frequently the result of adisordered temperament,
and should not be honored with too much attention. The major-
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ity of a bank's customers are men of respectability and position,
but they, far from being all alike, are most dissimilar; some are
pleasant and easy to deal with, while others are an exactreverse
and ready to take offence at almost anything; yet a teller can
with care and tact avoid friction, and also make all the customers
feel that the bank appreciates their business—the manager being
the proper person-to advise them to the contrary, should it be
necessary. A teller should, in short, be possessed with the
thought that the good-will and friendship of the public are absol-
ute necessities to the existence of the corporation employing
him, and that he himself was chosen to occupy his responsible
position under the hope and expectation that he would prove
himself capable of daily coming in contact with customers across
the counter, without not only not giving offence, but of creating
friends to his employers, and this can be done, and the interests
of his employers best subserved and advanced, by the adoption of
an obliging, courteous manner to all customers, no matter what
their respective positions may be.
SEMPER EaDEM.

StATE CoNCISELY THE VaRIoUs PoiNTs To BE NoTED BY A
TeLLER, Etc.

Paper by Mr. J. W. HamiLron,
Bank of British North America.

As the space allotted to us for the consideration of our subject
is somewhat limited we will begin at once to consider the first
clause, viz.: ‘The points to be noted by a teller with regard to
cheques and any other forms of payment.

In order that the bank may not sustain loss through his negli-
gence, the first thing for a teller to note, when a cheque is pre-
sented for payment, is that it is complete and correct in all its
material parts, which we will consider in their order.

The name of the bank must be designated in a cheque to a
degree of certainty.

A cheque must bear date on, or before, the day upon which it
is presented for payment, for it has been clearly defined that a
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bank has no authority to charge a cheque against the funds of its
customer before the date thereof, therefore to cash a post-dated
cheque is to assume the risks of countermand of payment be-
tween the date of cashing and that upon which it may be debited
to the customer’s account,

If a cheque bear evidence of having been out-standing an
unusual length of time, the teller would do well to have the
drawer communicated with before paying the same.

The amount called for in a check must be a sum certain.
Should there be a discrepancy between the amount in writing in
the body of a check and the figures on the margin, the amount in
writing is the sum payable.

It is incumbent upon a bank to be familiar with the handwrit-
ing of its customers, therefore a teller must be thoroughly
acquainted with the signature or signatures upon which a cus-
tomer has authorized the bank to pay out the funds at his credit.
A cheque bearing a forged or unauthorized signature is wholly
inoperative, and to pay the same would not only entail loss, but
would gain for the bank the unenviable reputation of negligence.

We now come to the point which is of paramount importance
to a teller, viz.: whether a chequo is payable to bearer or order.
If a cheque is payable to bearer, after seeing that it is complete
in the parts already mentioned, the responsibility of the teller
may be said to end with the correct paying of the amount. If
on the other hand, a cheque is payable to order the teller must
bear in mind that a bank is bound to see that the instructions of
its customers, as contained in the cheque, are carried out, there-
fore, if the drawer instruct that the amount is to he paid to A.
Brown, or order, it is his duty to satisty himself that he pays it
only to A. Brown, or to the person to whom he has assigned hi«
order by endorsement. If a cheque is payable to order and
endorsed by the payee in blank, and the teller is satisfied that the
endorsement is correct, he may then pay the amount to any
bearer, but if the cheque has been specially endorsed by the payee
then the same duty accrues to the tcller towards the second or
any such subsequent endorser as did towards the first.

Inorder to satisfy himself that the person presenting a cheque
is the one entitled to receive payment thereof it is customary for
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a teller to require an unknown person to have himself identified
by some one who is known in the office.

A bank paying a check upon a forged endorsement, not only
surrenders its authority to charge the same against the funds of
its customer, but loses recourse against all prior endorsers.

Where a cheque bears across its face an addition of the word
“bank " between two parallel transverse lines, or two such lines
simply, it is crossed “ generally.”

Where a cheque bears across its face an addition of the name
of a bank between two parallel transverse lines it is crossed
“specially ” and to that banlk,

The practice of crossing cheques is very little in vogue in this
country as yet, owing to its recent introduction to the laws. 1t
is a practice which arose many ycars ago in the Clearing Housc
in London, and is especially designed to insure the payment of a
cheque to the proper person, as the bank upon which a crossed
cheque is drawn is expressly prohibited from paying it otherwise
than to a bank. If crossed specially it must be paid only to the
bank to which it is crossed, or to a bank acting as its agent. If
crossed generally it may be paid to any bank,

The drawee of a crossed cheque only may rcopen it by writing
between the lines the words * pay cash ™ and initialing the same.

Should this custom of crossing cheques become universal in this
country it would do away with, to a very large extent, that vex-
ing question of identification.

Never pay a cheque after notice of the drawer’s death.

It may be well to note here that some may claim that the
responsibility in the matter of' seeing that a cheque is properly
filled up and signed is entirely with the individual ledger keeper,
owing to the custom prevailing in this country of having cheques
certified -before being presented at the telling table for payment.
However, a teller could hardly expect to be entirely exoner-
ated from blame should he pay a cheque in" any way incom-
plete or incorrect, even after certitication, and, furthermore, if
he is stationed in a large and busy office, he wiil find it almost
impossible to have every cheque certified before payment, without
keeping the person presenting it waiting an unnecessary time.
A teller will find it a great safe-guard against cashing a cheque
for which there are not sufficient funds, to keep himself familiar
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with the customers’ balances ; he will find this much easier than
it would seem.

Besides the cheques of the bank’s customers, a teller will be
called upon to cash those upon other banks in the same town, or
on outside points. With regard to the former, if a teller would
avoid loss he should never cash a cheque upon another bank
unless it has first been certified by such bank. k

A cheque of the latter class should not be paid without the
authority of the manager or officer in charge, who, where the
payee is unknown, should require it to be endorsed by some
responsible person known to him.

Never pay a cheque where one person signs for another, either
as drawer or endorser, unless you know that the person signing
has authority to give a discharge for the money.

Having noted the various points which claim the attention of
a teller with regard to cheques, we may now proceed to the con-
sideration of the other forms of payment, and the points therein
to be noted.

A bank draft is an order by one bank, or one branch of a bank,
upon another, to pay a certain person therein named a sum of
. money. Before cashing the same a teller should see that he has
received advice from the issuing bank, and that he is satisfied of
the payce's identity. DBank drafts like cheques are transferable.

A letter of credit is a request to a bank by a foreign corre-
spondent to pay to the person therein mentioned a certain sum or
sums of money. The letters used are of various forms and usually
state the way the bank paying the money is to reimburse itself.
Travelling letters of credit are addressed to one or more banks
in ditferent places, and are usually accompanied by circular notes,
which are unsigned drafts for a specific amount, to be completed
by the payee when having them cashed.

Before paying a ‘promissory note or an acceptance, made pay-
able at the bank ascertain that the promissor has funds at his
credit ; that the day of presentment is the correct due date of the
same; and be satisfied that the endorsement of the payee is cor-
rect,

Besides the forms of payment already mentioned. a teller will
be called upon to pay to casual customers the proceeds of a note
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discounted, or bill of exchange purchased, by the bank. When
making such payments he should see that he gets a receipt of
some sort for the money paid out. The best system I know of
is to place the proceeds of such note or bill to the credit of an
account for that purpose in the individual ledger, and issue a
cheque to the person to be paid, which he signs.

Should a teller be called upon to make any form of payment
not mentioned here he cannot go far astray if he remember the
three following points: that the instrument upon which pay-
ment is being made is in order; that the identity of the payee is
certain; that he gets a valid discharge for the money paid out.

When making any payment, a teller should bear in mind that
he must upon the request of the person to whom any payment is
being made, pay the same, or such part thereof, not exceeding
one hundred dollars, in Dominion notes of one, two, or four dollars
each, as such person requests, also that it is illegal to make a
payment in Dominion or Bank notes torn or partially defaced.

‘We now come to the consideration of the second clause of our
subject, viz.: Deposits or any other form of receipt. By the
word receipt, here, we will understand, not a voucher signed on
behalf of the bank for money deposited, but the receipt of a
teller for any money paid into a bank for whatever purpose.

Before proceeding with the consideration of the points to be
noted by a teller with regard to deposits, it may be well to note
the law with regard to them.

By the Bank Act of 1891 a bank may receive money on deposit
from any person whomsoever, whatever his age, status, or condi-
tion in life, provided only that where such person could not,
under the laws of the Province where the deposit is made, deposit
and withdraw money in and from a bank without this section,
the amount to be held on account of such person shall not at any
time exceed the sum of five hundred dollars. The persons affected
by this proviso would be minors, lunatics, or persors who by the
laws of the Province are unable to contract. ‘

The deposits received by a teller from clients of a bank are of
two classes, viz.: deposits on demand, and deposits on time.

The first class of deposits include all moneys deposited with a
bank which are repayable on demand, and are usually placed to
the credit of a customer in ‘¢ current account.” A teller should
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never open a “ current account ” in the bank’s books for any per-
son without first obtaining the manager’s sanction, as he may be
in possession of information which would render such person a
very undesirable customer for the bank to have.

" As persons who have a “ current account” gencrally deposit
funds to their own credit daily, and are familar with the bank's
forms, it is usual for themselves to fill up the deposit-form
supplied by the bank. When receiving a deposit a teller
must note carefully its contents, to see that the amount therein
suid to be contained is correct, that all cheques, drafts, etc., which
may be deposited, are in order and endorsed, and that the deposit
slip is signed by the depositor. He should also note carefully the
nature of the moneys deposited by each customer of the bank, as
information of interest and even importance to the manager in
charge may be gleaned therefrom.

Should it be necessary to make an alteration in the amount in
a deposit slip, have the same initialed by the person making the
deposit.

Bear in mind that money once passed to the eredit of a cus.
tomer is subject to withdrawal only by his order.

Do not pass uncertified cheques on other banks to the credit of
a customer, for a larger amount than he would be able to imme-
diately repay should they be dishonored. In facta teller should
endeavor to impress customers with the desirability of having all
cheques certified before depositing them, but where this is
impracticable he should send them out for certification as soon
as possible, in order that the e¢ndorsers may not be relieved of
their liability.

Deposits repayable after notice are much more valuable to a
bank than those repayable on demand, therefore they should be
encouraged and fostered as much as possible, and a teller can be
of very real value to his omployer in doing this if he only
realizes the fact. These deposits are treated by the different
banks in two ways, either the depositor is given a “Deposit
Receipt,” repayable subject to a certain number of days’ notice
and bearing interest at a certain rate, or he is given credit for
the amount in the Savings’ department, in which case a * Pass
Book” is given the depositor. In this book are entered all deposits
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and withdrawals. The interest on these Savings’ Bunk deposits
is credited in each account, usually, twice a year.

When receiving these *‘ Time Deposits ” a teller should take
the full name and address of the depositor, also u specimen of his
signature for future reference and identification, or if he does not
write, see that some other means are taken for his futuve identifi-
cation. He should also see that a correct specification of the
moneys received is noted in the deposit slip, or application form,
supplied by the bank, and that the same, where possible, is
signed by the depositor. A teller should impress upon this class
of depositors the fuct that all withdrawals should be made in per-
son, as the receipts given are not transferable, although some
banks seem to allow their Savings’ Bank accounts to be treated
more like ““current accounts” bearing interest.

Besides receiving money deposited with a bank by its clients,
a teller will be called upon to receive payment for drafts issued,
or any of the various forms for the transfer of money to outside
or foreign parts, in all of which cases he should take, over the
applicant’s signature, full and explicit instructions as to the dis-
posal of the money. He will also have to receive payment of all
promissory notes and acceptances held by the bank; these should
never be surrendered except for cash or an accepted cheque. In
short, a teller will have to receive all money taken in by a bank,
whether on deposit or in discharge of some debt due the bank,
and in doing this he should see that the nature of the cash
received is such as will not cause subsequent loss to the bank.

A teller must bear in mind that payment offered in discharge
of any note or debt duc the bank in its own notes or Dominion
notes is a legal payment, and for a bank to refuse its own notes is
an act of bankruptey.

A teller is bound by law to cancel all counterfeit or worthless
notes,

We now come to the consideration of the last part of our sub-
ject, viz.: “ Other matters in which a teller has to deal with cus-
tomers across the counter, and especially how he can advance the
interests of his employer.”

Besides the duties appertaining to all cash transactions a bank
is interested in, the other matters in which a teller has to deal
Wwith customers across the counter will depend entirely upon the
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office he is in, and the distribution of the work, but to define
his duties generally, it may be said a teller stands at the counter
to attend to the public.

The best means whereby a teller can advance the interests of
his employer are twofold, firstly, by a faithful and intelligent dis-
charge of the routine duties of his office, and secondly, by his
conduct towards that portion of the public who present them-
selves at the bank’s counter.

1n order to perform his duties intelligently it will be necessary
for a teller to keep himself posted in all the points of law and
usage relating to his work He must also remember that econ-
omy is one of the first principles of banking, therefore he should
send in daily for redemption, all notes of other banks received, or
should any of these be notes of banks having no agency in the
place he must not allow them to accumulate, but remit them to
the nearest point of redemption whenever he gets a reasonable
amount, as the bank is losing interest on them while holding.
Note carefully any cheques of the bank’s customers coming in
from other banks or outside points, also whether the bills held
by the bank are promptly paid, and the nature of the payment,
for by a careful noting of these, what are commonly called
“kites,” may very often be discovered, as well as other useful
information.

Perhaps the best opportunities a teller will have for furthering
the interests of his employeer will occur in his intercourse with
the persons at the counter, for there is no class of clerks upon
which the popularity of a bank so largely” depends as upon the
tellers, therefore, besides a general courtesy of manner towards
the public, a teller should possess a peculiar urbanity towards
the customers of the bank, with a readiness and anxiety to pro-
mote their convenience in any matters upon which they may
require information.

He should always maintain perfect coolness and perfect even-
ness of temper, for by allowing himself to become flurried or los-
ing his temper he simply invites error.

He should inspire the bank’s customers, and, in fact, all with
whom he has any dealings, to confidence in him, by being always
perfectly straightforward in every thing he does,
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He should never encourage customers in conversation, outside
business matters, as it will waste both his own and their time.
He should never mention any part of one customer’s dealings
with the bank to another.

He should not look idly on while a customer, who is unfamiliar
with the bank’s forms, is vainly endeavouring to fill one of them
up, but try to make what business he has to do as casy and pleas-
ant as possible for him.

If there is one habit more than another which a teller should
avoid getting into it is that of taking customers to task for occas-
ionally coming in a little late in the day, for he should remem-
ber that they may have been very mueh pressed for time, and
may not have facilities for keeping money safely over night.

A teller should bear in mind that a bank’s circalation is a
valuable source of profit; he should therefore invite customers
to use the notes of the bank in making any payments, and to
deposit all sundry notes received.

One word more before concluding our subject. When an officer
is placed in the teller's box he should realize that, perhaps, the
best opportunities he will ever get will then offer themselves for
the study of men and manners and business transactions ; there-
fore he should keep himself keenly observant in everything that
comes before him, for the lessons he learns while there will be of
the utmost use to him should he come to occupy the manager’s
chair.

QUI NON PROFICIT, DEFICIT.

StareE CoNCISELY THE VAR1oUs PoINTs To BE NOTED BY A
TeLLER, ETO.

- Paper by Mr. J. M. McPHERsoN.
Molsons Bank.

CHEQUES,

Where is the cheque payable ? Is itlocal or foreign ? If local is
it drawn upon his own bank or not? If foreign upon what bank is
itdrawn ? Is it certified ? What isits date? See thatitis notdead,
or dated a long time back, in the latter case it may be  stopped
payment.” Does the amountin the body agree with that in the
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figures ?  Arethere any alterations, additions or substitutions of
a suspicious nature ?  Does it bear any particulars showing that
the cheque is drawn for any other purpose than the obtainment
of cash, or for deposit, by the presentor, i, e. it is not drawn thus,
for instance: *To pay George Powell’s note” and made payable
to the order of presentor as a precaution in case of cheque be-
coming lost. After satisfying himself that the cheque is drawn
corrvectly in every particular, the teller will turn his attention to
the endorsement. Does the person presenting it represent him-
self to be the same to whom it is payable? If so, he will make
certain as to his identity, or, if the cheque be presented by a
second party, he must see that it is properly endorsed by the
payee, and assare himself that the endorsement will be a
satisfactory one to the drawer. If he mnotices anything suspi-
ciously like a “kite,” he should at once call his manager’s
attention to it.
DrarTs.

In paying drafts drawn by other branches of his institution, he
will see that a proper advice has been received, and that no stop
payment” has been issued, and when he has a-sured himself by
careful comparison that it is in order, the only nececssary pre-
caution, if payee is unknown, is identification ; but in the case of
foreign bank drafts he must treat them altogether differently, as
he has no advice system to guard him, scrutinizing them closely
and dealing with them with the same degree of caution that he
would with a cheque; paying attention to a very ligitimate and
by no means a small source of profit to the bank—a collection
of a commission on such transactions,

DErosit RECEIPTS.

He will proceed to the stub of the receipt which was retained
by the bank at the time the receipt was drawn, and see that the
stub and receipt agree exactly. This procedure he will find a
precaution, or a detection in case of a forgery, for, if proper
attention is paid to routine, the original or genuine receipt, if
paid, will be neatly gummed to the stub and a forgery detected
at once. He will notice whether or not the receipt has re-
mained the length of time stipulated to bear interest, and also
that the signature of the officers signing the receipt are genuine.
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IIe must be positive of the genuineness of the endorsement,
taking special care that the receipt has not been transferred to,
and presented by, a second party. 'I'he teller will endeavor to
ascertain for what purpose the money is withdrawn; if for
deposit in another institution there must be a cause for its
removal, which he will ferret out, and will use his best per-
suasions to have it remain.
The various points to be noted by a teller with regard to

DzerosiTs.

To whose credit ? The date. Ordinary or savings bank?
An old client or a new one ? if the latter, let him interview the
manager, as it is very essential a manager should know his
customers. Ile will insist upon custo mers making out their own
deposit slip, and will see that all cash and cheques handed him
are precisely as detailed upon it. If any alteration is necessary he
will be very wise to have them made by the depositor himself,
in his own handwriting. Take care that no false notes are
tendered him, and that all cheques and drafts are in perfect
order, endorsements correct, and endor sers perfectly responsible.
He will notice if the bank is entitled to any commission on any
cheques or drafts deposited and collect this very legitimate profit,
which latterly has drifted to a great extent from the coffers of
the banks to the purses of their clients. A teller wili be wise to
make a practice of seeing all loose cash removed from his
counter before commencing to count a deposit, for in the case of
an'error being made by the depositor, and a recount being
necessary, he is then positive that all the cash received lies
before him, and in case of contradiction he is in a position to
resist all accusations,

PayMENTS OF NOTES.

In receiving payments of notes, the teller will only need to
see that all coin and notes offered him are genuine, or if paid by
cheque he will see that it is certitied. He will do well to notice
ifa regular customer of his bank, and presumably of his bank
only, vetires his notes, according to custom, by his own cheque
on, or by notes of, another institution. This may be an evidence
of the transference of the account from his bank to another, and
it it is a valtied client he may, by reporting the facts to the
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manager, be able to retain the account, as there is a possibiiity of
a fancied grievance only, which the manager, by prompt appli-
cation of the proper remedies, may dispel.

Drarrs IssvED.

He will have the client fill out and sign a requisition for his
requirements, He will note where draft is to be drawn on,. and
whether his bank has a branch at that point or not. If not, have
they par facilities ? He will see that the commission is suificient,
and, before handing the customer the draft, he will compare it
with, and see that it is drawn in accordance with, the requisition
and properly signed, making certain that he has received the
proper equivalent in funds, and taking care to issue no draft, even
of a small amount, to strangers, without responsible identification.
Many banks have suffered by departing from this rule,

Deposit RECE!PTS.

He will have depositor fill out his requisition and sign
it. See that he gets the value of the receipt issued and report to
his superior officer any excessively large deposits made, especially
when money is abundant, as it may be to the bank’s advantage
to refuse it.

Recerprs.

In receiving parcels the teller will note all particulars de-
tailed upon the outside wrapper, comparing the figures of the
bordereaux or letter inside, with those ou the cover, and will pre-
serve both until he is certain the contents are what they should
be. In case of an error they may assist a fellow-officer to find
where the mistake lies, If he has any doubt of the seals being
intact he will break them before a witness. He will give due
heed to his advices. ’

How caN A TELLER ADVANCE THE INTERESTS oF His EMPLOYER ?

By remembering at all times that his time is not his own but
his employer’s, and that he is paid for serving that employer to
the fullest extent of which he is capable, and not for serving
himself and suiting his own convenience, bearing in mind the
fact that in serving his employer faithfully, he indirectly serves
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himself, by establishing an enviable reputation for faithfulness
and sincerity in the discharge of his duty. By not{fearing to put
himself out, to a greater or lesser extent, when an opportunity
arises to advance the interests of the institution of which he is a
representative officer. By extending towards a demanding and
a deserving public, a manner most courteous and obliging at all
times, and under the most trying of circumstances, and by afford-
ing all information to any client whomsoever, that may facilitate
him in the discharge of his banking business, never forgetting
that he knows not whom he may be addressing, and that by the
slightest service he may advance his employer's interest to
a very considerable degree. Conscious that he occupies a most
conspicuous place in the eyes of the public, coming in contact
with all persons who bank at his institution, (for few persons
enter a bank who do not, either to receive or deposit money, have
to approach the teller), that officer has a most favourable
opportunity of pleasantly impressing them, by a quiet, bright,
willing, and yet a dignified manner,allowing of no familiarity. But
he must be something more, he must be correct, for a careless
teller liable to error, may do much to remove faith in his
institution, and, through frequent mistakes cause many little
unpleasantnesses which materially assist in driving away custom,
rather than the retention of it, which should be his chief aim.
He must practice obedience, obeying the orders of his superior
officers without the slightest deviation, not forgetting that habits
of obedience, punctuality, promptitude, &c., may be contracted
as well as bad habits, and that by setting a good example he may
be doing his fellow officers a life long service, as well as doing
a just one to his employer.

A teller must be “alive.” His business is not merely the
mechanical work of paying and receiving notes and coin, it is
something higher. 1le must be on the watch. and allow no
opportunity, however small, to pass by neglected. He must
seize each one and hold it firmly, for there is nothiug so sensitive
48 an opportunity if it is not made use of in a prompt and proper
way; it takes offence at procrastination or neglect and is gone
never to return; therefore as every little counts, a teller who
would succeed must not slight the multitude of small things, A
teller must practice and develop a power of observance. He can
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in the performance of his duties frequently obtain business for
his institution, especially in deposits and ecirculation. In the
cashing of cheque and drafts, by a question or two deftly put,
be will sometimes discover that the money is wanted for deposit
with an opposition bank, and by handling the customer properly
he will save it for his own.

We will assume that a conscientious teller is also an ambitious
one, and will not forget that every friend or enemy he makes,
every dollar earned or saved, and every one lost, adds to or
detracts from not only the reputation of himself and his institu-
tion, but also the reputation of his superior officers.

He will note the reason for withdrawul of deposits or accounts
from other institutions, which are deposited with, or brought to
his own, and will see that his own institution doas not suffer in
a similar way, and thus by benefiting his own bank, benefit
himself, by profiting by the experience of others; and he will
carry this invaluable quality further by watching how and
where money is lost. Kach transaction which has an unfortunate
ending, he will take up at its inception, follow it clearly through
each stage of its existence, see where the false step was taken,
and where the bank should have stopped to avoid loss, and by
constant practice of these researches, he will soon find that he is
acquiring a knowledge at the expense of others that may scand
him and his employer in good stead, and by the avoidance of
such transactions, when he himself is placed in a position of
responsibility, he will learn that the destiny of the branch he
he guides, will be a much brighter one than it otherwise would
have been. '

He should acquire a knowledge more or less of every business
in which the different clients of his institution are interested.
We are assuming here, that some day he expects to serve his
employer in a larger capuacity than asa teller, for when he comes
to the position of manager he will find himself quite incapable,
unless he has prepared himself in this way, and what more fit
time than when he is a teller! How can heudvise his customers
in connection with their business, unless he has a knowledge of
it himself ? Tlow does he know where loss is likely to occur,
~and where profit is to be made unless he is posted ? and if he is
not able to do this he will find himself sadly deficient in a most
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necessary qualification for a banker to possess—that of being uble
to give uound advice, based upou knowledze and good judgment,
when it is needed—and he will soon find his clients drifting from
him to his more enterprising and better informed conﬁue.

A teller will cultivate self-control and coolness as he will
frequently need so bring them into play, in the case of a “ run”
for instance. 1Ile will at such a crisis as that, beware of allowing
the panic of the public to exterd behind the counter. If ke does
this he will serve his employer well.

Add to this the quality of

. ‘ CAUTIONARY BoLDNEss.”

SPEECH ON THE SILVER QUESTION IN THE
UNITED STATES.

Delivered by B. E. WavLker, Esq.,
GENERAL MaNaGeR oF THE CANADIAN BANK 0F COMMERCE,

At the Anrual Banquet of the Canadian Bankers’ Associa-
tion, at Toronto, on the Tth June, 1893, in
Response to one of the Toasts,

I do not know whether you have heard of the old Irish
captain who was always ready to respond to any toast, but who
invariably responded to every toast by relating his personal
experiences at the battle of Waterloo. In one respect 1 fear I
am like the old captain, for between the toast and what I am
about to say there is little or no relation.

When our President asked me this afternoon if I would res ond
to the toast of the Banks and the Banking Interests of Canada,
I'declined, but I offered to say something on the Silver question,

If we are to understand the Silver question as it exists in the
United States to-day, it will be necessary to go back in history
as fur as the war. Shortly after the close of the war, in 1866,
when the United States Government had paid off the bills of
¢xXpense in connection therewith, the currency of all kinds not
subject to interest exceeded $700,000,000; this consisted of

€)) legal-tender notes, (2) the new notes being issued under the
D
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National Banking system, (3) and a large amount of fractional
currency, still required, because there was not only no gold or
silver dollars, but also no subsidiary silver in cireulation.

This was not by any means, however, all the paper money in
circulation, for in addition there were some $830,000,000 of what
were called treasury, or seven-thirty notes. These notes matur-
ing in three years, and bearing seven and three-tenths per cent
interest per annum, had half yearly coupons attached, and as soon
as each coupon was cut off the notes were apt to go into circulation
It is impossible to estimate what portion of these interest bear-
ing notes circulated as money, but Mr. Spaulding, of Buffalo,
who had much to do with the money legislation at this time,
estimated the paper issues which acted more or less as currency,
even as early as 1864, atover $1,000,000,000. A few years after;
these treasury notes were almost entirely retired, but there
was a considerable increase in the national bank circulation. '

In 1873 the paper currcney of all kinds amounted to about
$750,000,000, and, apart from the fractional currency, this had
been divided about equally between the legal-tenders or green-
backs and the national bank notes, and limits fixed for each.
Among the many financial blunders in the United States,
that of attempting to control the amount of paper money by
making a rigid limit has been illustr ated more than once. This,
as you see, was a very large contraction as between 1866 and
1873, and as, in the Southern and South-Western States,
there were a great many people in debt—people who had little to
do with banks or wealth or finances—there was a very strong
feeling in favor of what is called cheap money. They looked
back to 1866 and saw high prices and apparent prosperity, and
the old cry for “more currency’’ raised first in America by the
Massachusetts colonists, early in the eighteenth century, was
heard.

So you will see that in 1873 there was a large party in the
United States who favored the free issuc of money, not in silver,
but money based on the credit of the Government. Some
thought that if the Government issued legal-tenders instead of
the national bank notes, the country would save interest on the
bonds whieh the banks had to deposit as security for their circu-
lation, and this feeling was intensified because the aggregate of
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legal-tender money had been as high in 1%65 as about $450,-
000,000, and had been reduced to $356,000,000 and fixed at
that point. /

In 1875 the bill for the resumption of specie payments was
passed, the resumption to take place in 1879, and a stock
of gold had to be accumulated in the meantime. This gold stock
amounted to about $130,000,000, and you can understand how
objectionable this was to the cheap money or greenback party.
They did not believe in gold, and they did not want to see a fur-
ther contraction take place in order to secure this stock of gold
which was to bring about resumption. This party reached such
strength that a bill was passed authorizing practically fiat cur-
rency—passed through Congress and Senate, and indeed it is
alleged that President Grant actually signed it, but changed his
mind and vetoed it. The greenback heresy was not, however,
killed, although the bill was. It will be readily understood that
in looking forward to the time of resumption in 1879, there was
great dissatisfaction through a large part of the United States.
You can also understand how it came about that the silver
miners saw that they could make use of the voters in those
agricultural states who wanted some kind of money that was
cheaper than gold. They did make use of this dissatisfaction
and obtained the passage of the Bland bill in 1878, In order,
therefore, to get at the history of the silver heresy, we must go
back to the earlier heresy in connection with puper.

The Bland Act of 1878 was, like much other legislation, a
compromise. The silver advocates wanted free coinage, that is,
the right to bring their silver bullion to the Mint, have it coined
into dollars of the old standard of 412.5 grains and returned to
them, as they are still permitted to do with gold. Much was
made of the fact that down to 1873 free coinage existed, but the
fact that the average amount coined for forty years was only
about $160,000 per annum, was not so freely admitted. On the
other hand it was thought by some of their opponents that as
the gold which the country would have as the basis of the cur-
rency when the Resumption Act came in force was only $130,-
000,000, it would be well to have a certain amount of silver.
30 the mandate was issued that the Mint should buy silver
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bullion at a rate not less than $2,000,000 a month and coin it
into dollars

The effort to put these silver dollars into circulation was in a
certain sense a failure. They never got rid of more than $60,-
000,000 or $70,000,000 of the actual coins, and the Government,
having power under the act to issue treasury certificates against
the silver in sums not less than $10, had to depend mainly on
this form of currency being circulated. The clearing houses of
New York, Boston and elsewhere concluded to have nothing to
do with them. But the South did not object to them, and the
Government resorted to expedients, some of them rather
undignified, we would think, to get the certificates into circu-
lation. The northern banks being obstinate and the change-
making notes——smaller than $5—being all of the old legal tender
issue, the Government concluded to withdraw these and substi-
tute $1 and $2 silver certificates. The northern banks had to
accept these, and as the South and West were becoming richer,
the silver currency circulated in these states was constantly
returning to New York, and eventually, the northern banks
submitted and accepted the objectionable money. While these
gilver certificates merely represented the obligation of the
Treasury of the United States to hand to the bearer so many
actual silver dollars they were receivable by the Government
for duties, and thus for a time they were sure to be practically
as good as gold. From 1878 to 1884 the country apparently
absorbed the new currency, and the National Bank note cur-
rency also slightly increased, the total increase from both
sources being about $150,000,000. But in the East trouble was
anticipated and borrowers even exacted gold contracts for loans
of long periods. I can remember that in about 1881 or 1882
we were already expecting the disaster which has only now
overtaken the country.

Let us now consider the period from 1884 to 1890. It was,
on the one hand, a time of great prosperity, and the country
received enormous amounts of gold from abroad. Because of the
high tariff they had a large surplus in the revenue, with which
they paid off the national debt at a rate unknown in the history
of nations. The bonds, thus being rapidly called in for payment,
when held by a National Bauk could be replaced by purchasing
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others, but this soon became unprofitable, and from 1884 to 1890
the contraction in the outstanding notes, for the redemption of
which bonds had been held, amounted to nearly $200,000,000.
Now, if the yearly issue of silver or silver notes under the Bland
Act only amounted to $25,000,000 to $30,000,000, and if in six
years the currency was contracted nearly $200,000,000 by the
withdrawal of National Bank notes, it is easy to understand why
there was no trouble. The silver issues simply filled the gap
made by the retired bank notes. The silver advocates were able
to say to the Eastern bankers: You croakers Lave been prophe-
sying disaster for years, but the country uses up quite easily all
the silver currency issued,

But the price of silver kept falling, and so in 1890 the silver
advocates urged again their original views. They wanted in
1878, and they now wanted in 1890, free coinage—the right to
bring 412} grains of silver, even if unly worth 60 or 65 cents,
and have it stamped good for one doliar by the Mint. The
Eastern bankers did their best to induce the politicians at
Washington not to yield further to the silver faction, but
politics ruled, and the so-called Sherman Silver Purchase Act
was the result.

The Act was a compromise, and it is lamentable that such an
eminent financier as John Sherman should have his name coupled
with it.

The conditions of the Silver Act of 1890, however, differ from
the Bland Act very materially. The amount of silver bullion
authorized to be purchased under the old Act was $2,000,000 per
month as a minimum and $4,000,000 as & maximum, the actual
silver bought and coined being alittle above the minimum ; under
the new Act 4,500,000 ounces are purchased raounthly, and not
coined into dollars unless required for public use. Under the old
Act the notes representing the silver dollars were really the ware-
house receipts of the Treasury; but the notes issued to defray the
cost of the 4,500,000 ounces per month are a full legal-tender.
The notes under the old Act were redeemable by the payment by
the Treasury of the actual silver dollars represented, while the
new notes are the direct promise to pay of the United States, and
are redeemable in “ coin.”” The new Act recites the fact that it is
the established policy of the United States to “ maintain the two
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metals on a parity,” and the Secretary of the Treasury is given
discretion to redeem the notes in gold, which thus far he has
practically always done. The Secretary also has power to sell
bonds in order to protect the public credit. With this declara-
tion of policy and this large discretion in the Secretary it was
believed the enlarged amount of currency would work no harm.

But if those who were responsible for this legislation had
viewed the futurewith accuracy, the Sherman Silver Purchase
Bill would never have become law. The expenditure of the
Government had been enormously increased by pensions and
public works, so that there was no longer a large surplus in
the revenue. Therefore there was no longer power to reduce
the public debt, and no bonds being called for redemption,
there was no further contraction of the National Bank cur-
rency. Apart from this, the amount of bonds held by National
Banks to secure currency was, in the majority of cases, down to
the minimum required by law. No room for more currency
bused on silver could be expected from this source, and owing
to this and to the increase in the amount of silver purchased, the
volume of new currency which must be absorbed by increased
public requirements, or become a source of trouble, was very
much larger indeed than under the Bland Act.

Trouble was deferred by some factors in the problem, but it
came very soon. The crops of cotton and cereals marketed in
1891-2 were phenomenally large and the exports in consequence
were unprecedented. This, together with the new duties to be
imposed by the McKinley Bill, caused the imports for 1892-3 to
increase beyond any previous year, while the corresponding
crops with which to pay were not only moderate in volume, but
low in price. Speculation in business had gone quite beyond
prudent limits, and extravagance in expenditure of all kinds, pub-
lic and private, was beyond all past experience.

During these years Austria, because she was building up a
gold stock preparatory to a resumption of specie payments, and
France, always rcady to buy gold from nations who do not know
how to value it, were acquiring gold as opportunity offerod. So
that while the enormous exports of 1891-2 should have caused
the United States to receive large sums in gold, securities came
home instead ; and when the large imports of 1892-3 had to be
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paid for, the terrible drain in gold, which we have witnessed
with so much concern, was quite natural. Doubtless securities
were sent home to some extent because of uncertainty as to the
parity of gold and silver being maintained, but I am disposed to
think that this has not been so0 much the case as many suppose.
If gold is ordered from New York by a European banker it has
to be paid for in some way. If the conditions of ordinary trade
do not permit the shipment, securities generally come home,
American securities in Europe are at such a time apt to be worth
more for the purpose of being sent home than for the uses of an
investor there.  This is too obvious to need explanation to
bunkers.

Well, this drain of gold has gone on until the stock in the
Treasury is below what is arbitrarily called the danger point,
$100,000,000. The fear that the Treasury may not be able to
maintain the parity of gold and silver is spreading, and the evil
results of all the folly which has been committed since 1878 are
at last evident to all who wish to see.

But there are two other grave defects in the financial machinery
of the United States which aggravate the present troubles—the
Banking system and the Treasury system. The United States
Bank had many blemishes, but they were defects in manage-
ment rather than in the principles on which the bank was based,
and when Andrew Jackson ruthlessly killed it by vetoing the
re-charter in 1832, he condemned the United States to depend
upon thousands of small banks, individually weak and unable to
concentrate the banking forces of the country in times of trouble.
Had it not been for this blunder the Government in the early
Years of the war would not have been so helpless, and, doubtless,
the mischievous theory that the Government should create the
currency would not have taken such a strong hold of the people.
If it had not there would have been no Silver question to dis-
cuss to-night. When Jackson had struck his blow at the great
state bank, he tried to use the smaller institutions as bankers for
the Government, but this experiment failed, and as a result, the
Independent Treasury Act was passed in 1840. Unfortunately,
during the past half century almost as many people have believed
this Treasury system to be sound financial policy as have be-
lieved in the National Banking system. But it is veally the
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financial system of the old woman who hides her money in a tea-
pot insteaa of entrusting it to a bank. The citizens of the
United States, individually, are expected to trust banks, but col-
lectively they must not. What is the difference between an
Indian rajah who puts his rupees away in a great vauit, and the
United States 'Treasury, which abstracts from the currency of
the country, and hides in its vaults, the gold, paper or silver it
receives in excess of each day’s disbursements, yielding it up
only when the disbursemeonts exceed the receipts?  Whatever is
the average cash lodged in the Treasury is thus permanently with-
held from the volume of currency used by the business com-
munity, and in proportion as the receipts and disbursements
differ from time to time, there is a contraction or expansion of
the currency in general use.  What mischief this caused when
the receipts were nearly half a million dollars per day in excess
of ordinary expenses, and this surplus was accumulated to pay
off bonds, we all know. Is it any wonder that when money was
stringent in New York the bankers implored the Secretary of
the Treasury to “call more bonds.” They were in effect only
asking an institution which was “ hoarding currency ” to return it
to the circulation of the country. Scientifically there is no
difference between the United States Treasury system and the
old woman who trusts only her tea-pot, or her bed-tick, or her
stocking, as a savings bank.

Let us now consider the bearing of all this on the Silver ques
tion. The destruction of the United States Bank caused the
Independent Treasury Act. There being no great state bank,
the Government in its hour of peril, in 1861, issued, for the first
time, ordinary currency in the shape of circulating notes not
bearing interest. This seductive method led to the theory that
the Government should create the currency of the country, and
the prevalence of this theory enabled the silver miners to befog
the intellect of a majority of the people and obtain the legislation
we have been discussing. But by issuing the currency of the
country the Treasury assumed responsibilities tremendous in ex-
tent and not contemplated at all by the originators of the system.
The Government undertook, with some classes of currency
directly, and with some indirectly, but with all, practically, that
they should be redeemable at the Treasury in gold. The foreign
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banking business of the United States is, for reasons you all
understand, transacted mainly by private bankers and the
agencies of foreign joint-stock banks. The national and state
banks cannot be compelled to pay out gold. Therefore when
the currency of the world, which is gold, is required for ship-
ment abroad by a banker dealing with foreign countries, the
Treasury is the only source of supply. But as the lreasury is
not a bank it has no machinery by which it can repair a breach
in its gold stock. It cannot buy it at a premium without
authority from Congress. If the people choose to become
alarmed its daily receipts for public dues naturally assume the
shape of any kind of money less valuable than gold, as we have
scen lately; and the poor Treasury lies helpless, its source of
supply of gold cut off—forced to appeal to the patriotism of
banks for aid.

The last Mint report states that there is in the United States,
gold to the extent of $560,000,000 to $570,000,000, while other
_authorities c¢laim a much larger amount. The supply in any
event seems to place the United States only second, that is, next
to France, amon g the holders of gold in the world. Is it not the
most extraordin ary financial spectacle the world has ever seen,
that with this supply there is doubt as to the ability to maintain
the parity between gold and silver? Why, the people of the
United States, with such a gold stock, could carry safely paper
money to the extent of a billion or a billion and a half of dollars,
if the currency were really wanted for the requirements of trade,
and were issued from the right source—that is, if it were issued by
the banks, who control the gold stock, Bat those who have the
gold, and who carry on the financial operations connected with
the trade of the country, out of which the necessity to ship gold
to foreign countries arises, have no responsibility to find gold
when’ it is wanted; while the Government, which has not the
power to control a dollar of gold unless the people or the banks
choose, undertakes practically to redeem in gold the whole
volume of paper money in the country. The country with such
a gold stock has an abundant supply of precious metal, even if
all the silver were disposed of, provided the machinery be eftec-
tive, but the machinery is perhaps the worst that could be
devised.
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The first act of reform in this drama of folly is, of course, to
repeal the Sherman Silver Purchase Act. I am afraid we have
not quite the faith in the present administration that we had five
or six months ago. They are supposed to be giving the people
an object lesson preparatory to calling Congress together. I fear
the object lesson is offered to those whose views regarding silver
are already sound, and not those in the South and Southwest,
who most of all need to be informed. Perhaps, indeed, the agri-
culturists of these states rather enjoy it when the rich fellows in
the East are having a hard time of it financially.

However, it is to be remembered that there is one measure
which can be offered to these states as an inducement to consent
to the repeal of the Silver Act. We have seen that cheap ”
money is what they mostly want. At first, fiat money, which
they failed to get; then silver mouey, which they got, but which,
somehow, has not done them the expected good. Now, if the
the Democratic party would carry out the promise they have re-
peatedly made during the past twenty years, and remove the
federal tax of ten per cent. per annum imposed on the note issues
of state banks, these states could give as liberal charters to banks
as they pleased and have plenty of currency. Doubtless the re-
sult in certain localities would be very bad indeed, but any trouble
would probably be local, and we might hope that it would be a
real object lesson and lead to more intelligence regarding bank-
ing and currency. In many of the states, on the other hand, the
systems of banking would be excellent, as they were, indeed, in
New England, New York, Louisiana, and elsewhere, before the
war. Pray do not suppose, however, that I am advocating char-
ters by the various states as opposed to a sound system under a
Federal Act.

In the end we must hope that great reforms in Currency, Bank-
ing, and Treasury systems will come about. Of the ultimate
good sense of the people of the United States I have no doubt
whatever. One of the evil qualities, however, which seem to be
inseparable from the good qualities in democracy at present, is
that the people of the United States have no respect for authori-
tative opinion. In England, under similar circumstances, the
people would seek the opinion of such men as Mr, Goschen. But
in the United States the Southern and Western people regard




Speech on the Silver Question by B. E. Walker. 75

only with suspicion as to its sincerity the opinion of Eastern
bankers and economists, who have studied this and kindred sub-
jects all their lives. If a new Secretary of the Treasury or
Comptroller of the Carrency is wanted, a Western or Southern
man is selected, who perhaps has never had an international
commereial transaction in his life, and who confessedly has no
training for the position. Iowever, it must be admitted that
they learn with great rapidity at least the routine of their
offices, whereas in a country where the people are less adaptable
to new circumstances such a system would be ridiculous.

The Silver Purchase Act will doubtless be repealed, although
it is well not to be too certain. In any event, so far as Canada
is concerned, although it iz a very complex question, there is
little ground for alarm. Should the Act not be repealed and the
United States pass from gold to a silver basis, the Canadian
banks having funds loaned there would have some difficulty in
keeping their money on a gold basis. although most of their
money is already loaned against contracts repayable in gold. So
far as trade between the two countries is concerned, we got
along tor eighteen years while our money was on a gold basis
and theirs was not; we traded with each other and bankers
found the fluctuations in exchange an added source of profit, I,
however, believe in conditions free from such speculative
elements, and I hope and believe that that great country will
never fall from the gold standard. Whatever they do there is
no fear that Canada, which has always, except for a short period
during the rebellion of 1837, been on a gold basis, will depart
fror her sound standards of financial morality.

I must thank you, gentlemen, for listening so patiently to
what I have said. I have taken an unfair advantage of you in
your comfortable post-prandial condition, by forcing you to
listen +to a speech so different from what is customary at this
hour of the evening,
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Recent Segal Decisions.

(Communicated by Mr. Frederic Hague, B. C. L.)
Province ofF QuEBec Casg, JupaMensT oF Privy CouNcIL.

La Banque du Peuple and the Quebec Bank, v. Bryant, Powis
and Bryant, Ltd.

Principal and agent— Power of ‘Attorney— Power to borrow must be
express—Indorsement of bills ** per pro.”

Herp: that an agent who is authorized by his power to make contracts
of sale and purchase, charter vessels and employ servants, and as
incidental thereto to do certain specified acts, including indorsement
of bills and other acts for the purpose therein aforesaid, but not in-
cluding the borrowing of money, cannot borrow on behalf of his
principal or bind him by contract of loan, such acts not being
necessary for the declared purpose of the power.

Where an agent accepts or indorses “ per pro” the taker of a bill or
note so accepted or indorsed is bound to inquire as to the extent of
the agent’s authority ; where an agent has such authority, his abuse
of it does not affect a bona-fide holder for value.

The suit of La Banque du Peuple was based upon two prom-
issory notes made by S. W. & Co., to the order of B.P. & B,
and indorsed by D. in their name purporting to sign as their
agent. The notes were pledged by D. with the bank as colla-
teral security for a loan to himself.

The Superior Conrt held that D.’s power of attorney was in
force at the date of the indorsement, but by its terms no authority
was given to him to borrow money or to contract loans, and,
consequently there was no authority to pledge the promissory
notes. The Appellate Court by a majority decided that he had
such authority. This latter judgment is now reversed by the
Privy Council. :

The appeal of the Quebec Bank was on a suit brought on two
bills of exchange for £1,000 drawn by J. 8. M. & Co., and indors-
ed before acceptance by them, and by D. in the name of L. P.
& B. and as their agent, and discounted by the Bank in the
ordinary course of business.
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The question in this appeal, as in the other, was mainly as to
the authority of D. to bind B. P. & B. by his indorsement. The
judgments both of the Superior Court and the court of Appeal
of the Province of Quebec, that in this case he could bind the
company, is here confirmed. The part of the power of attorney
to D. on which the judgments turned reads as follows:—

* % % % «The company doth hereby appoint . G. D. to be
the true and lawful attorney of'the company, for, in the name and
on the behalf of the company, to enter into any contracts for the
purchase or sale of gouds and merchandise * * * and to draw
and sign cheques on the bankers for the time being of the com-
pany and to draw accept and endorse bills of exchange, promiss-
ory notes, bills of lading, delivery orders, dock warrants, coupons,
bought and sold notes, contract notes, charter parties, accounts,
current accounts, sales, and other documents, which shall in the
opinion of the said attorney require the signature and indorse-
ment of the company, * * * and to do, execute and perform,
any other act, matter or thing whatsoever which vught to be done,
executed, or performed, or which in the opinion of the said agent
or attorney ought to have been done, executed or performed in
or about the business affairs of the company.”

The judgment of their Lordships was delivered by Lord Mac-
naughton, of which the following is an extract :—

% % % 3k To pat it shortly, the power of attorney authorized
D. to enter into contracts or engagements for three specitied
purposes: (1) the purchase or sale of goods; (2) the chartering
of vessels ; (3) the employment of agents and servants; and as
incidental thereto and consequential thereon, to do certain
specified acts and other acts of the same kind as those specified.
I the instrument be read fairly, it does not in their Lordship’s
opinion, authorize the attorney to borrow money on behalfof the
company, or to bind the compuny by a contract of loan.

It appears to their Lordships, that the words guoted in the
judgment of the Clourt of Qucen’s Bench, are to be read in
in connection with the introductory words of the sentence to
which they belong “for all and any ot the purposes aforesaid.”
So read, the words in question do not confer upon the agent
powers at large, but only such powers as may be necessary, in
addition to those previously specified, to carry into etfect the de-
clared purposes of the power of attorney.

In the suit of the Quebec Bank the bills in question were in-
dorsed in the name of the company “per pro C. G. D.,” and dis-
counted by the bank in the ordinary course of business. The
bank were bona-fide holders for value. The fact that D. abused
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his authority and betrayed his trust cannotaffect bona-fide holders
for value of negotiable instruments indorsed by him apparently
in accordance with his authority. ’

ProvincE oF QuEBEC Oask.
[N THE SuPREME COURT.
Stevenson v. Canadian Bank of Commerce.

Insolvency— Knowledge of by creditor— Fraudulent preference—
Warehouse receipt.

W. E. E., connected with two business firms in Montreal, viz.,
the firm of W. E. E. & Co., 0il merchants, of which he was the
sole member, and E. F. & Co., wine merchants, made a Jjudiical
abandonment on 18th August, 1889, of his oil business. Both
firms had kept their accounts with the Bank of Commerce, Tne
bank discounted for W. E. E. & Co., before his departure for
England on 30th June, a note of $5,087.50 due lst October,
signed by J. B. & Co., and endorsed by W. E. E. & Co,, and
E. F. &Co., and on the 5th ot July took as collateral security
from F., who was also W. E. Es agent during his absence, a
warehouse receipt for 292 barrels of oil, and the discount was
credited to E. F.& Co. On or about the 9th July, 146 barrels were
sold and the proceeds, viz., $3,528.30 were subsequently, on the
9th August, credited to the note of $5,087.50. On the 13th July
MecD. L. & Co., failed and W. E. E. was involved in the failure to
the extent of $1%7,000, and on the 16th July, F. as agent for
W. E. E. left with the bank as collateral security against
W. E. E’’s indebtedness of $7,559.30 on the paper of MeD. L. & Co..
customers’ notes of the oil business to the amount of $2,768.28,
upon which the bank collected $1,603,43, and still kept a note
of J. P. & Co., unpaid of $1,165.32.

On the return of W. E. E. another note of J. E. & Co., for
$1,101.33, previously discounted by W, E. E., became due at the
bank, thus leaving a total debt of the E.firms on their joint
paper of $2,660.53. The old note of $5,087.50 due 1st October,
and the one of $1,101.33 were signed by J. E. & Co., and on the
10th August were replaced by two notes signed by E. F. & Co.,
and secured by 200 barrels of oil, viz., 146 barrels remaining from
the original number pledged and an additional warehouse receipt
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of 54 barrels of oil, endorsed over by W. E. E. to F. E. & Co., and

by them to the bank. The respondent, as curator for the estate

of W. E. E. & Co., claimed that the pledge of the 200 burrels of
oil on the 10th August, and the giving of the note on the 16th

July to the bank were fraundulent preferences. The Superior

Court held that the bank had knowledge of W. E. E.’s insolvent

condition on or about the 16th July, and declared that they had

received fraudulent preferences by receiving W. K. E.’s

customers’ notes and the 200 barrels of oil, but the Court of

Appeal, reversing in part the judgment of the Superior Court,

held that the pledging of the 200 barrels of oil by E, F. & Co., on

the 10th August was not a fraudulent preference.
On an appeal and cross appeal to the Supreme Court,

Hewp:—1. That the finding of the court below of the fact of the bank’s
knowledge of W. E. E’s insolvency dated from the 16th July
was sustained by evidence in the case, and there had therefore been
a fraudulent preference given to the bank by the insolvent in trans-
ferring over to it all his customers’ paper not yet due. Gwynne J
dissenting.

2, That the additional security given to the hank on 10th August
of 54 barrels of oil for the substituted notes of E. F. & Co., was also
a fraudulent preference. Gwynne J. dissenting,

3. Reversing the judgment of the Court of the Queen’s Bench, and
restoring the judgment of the Superior Court, that the legal effect of
the transaction of the 10th August, was to release the pledged 146
barrels of oil, and that they became immediately the property of the
insolvents creditors, and could not be held by the bank as collateral
security for E. F. & Co.’s substituted notes. Gwynne and Patterson,
J. J,, dissenting.

"ProvINCE OF ONTARIO (ASE,
Courr oF APPEALS, ONTARIO.
Tennant v. The Union Bank.

Warehouse receipts— Transfer of goods in transit.

The plaintiff was assignee for beneflt of creditors of a firm of
saw-millers who had obtained large advances from the defendants
on the security of a third person’s promissory notes endorsed by
the firm. To this third person, in pursuance of a previous
Written agreement to that effect, whereby the firm pledged to him
& quantity of logs or timber limits and the lumber to be manu-
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factured therefrom, the tirm gave warehouse receipts on logs,
described as being in certain lukes in transit to the mills, and also
subsequently in conformity with an agreement with the bank
when the advances were mude, on lumber in the mill yards,
manufactured from the logs pledged, and the warehouse receipts
were by him endorsed over to the bank.

Hewrp :—That the warehouse receipts were bad as to the logs, the lakes
not being a ¢ place kept by the signers of the receipts.”

Hewp :—Further, (Burton J. A. dissenting) that the warehouse receipts
were good as to the lumber and had been validly acquired by the
bank by indorsement from the holder under ss. 53 and 54, of
R.8.C. ¢. 120. (Corresponding to sections 73 and 74 of present Bank
Act.)

ProviNcE oF NEw Brunswick CasE.
In TuE SuprEME CoURT.
Boyd v. Bank of New Brunswick.

Banks and banking—Shares of bank stock held by deceased person—
Injunctwn to compel transfer of shares to executor—
Shares specifically devised.

B. held 20 shares of stock of the ubove bank, registered in her
name at the time of her death. Probate of her will was granted
to the plaintiff, who wished to sell and dispose of the shares and
have the bank assign and transTer the same to the purchasers
under ss, 29 and 30, of the Bank Act, (35 and following sections ot
present Act.) Ile then made and fyled with the bank the
declaration provided for by Sec. 32, of the Act, (See. 39 of pre-
sent Act) and also fyled a copy of the probate of the will showing
that he was execuator, and required the bank to-transfer the stock
to him as such, which they refused to do, on the ground that by
the will the stock was specifically bequeathed to be divided
among certain legatees. The plaintiff then applied for a
mandatory injunction to compel the transfer; and the question
raised was whether the bank was compelled to do so without the
consent of legatees and cestuis que trustent.

HEerp :—That by R. 8. (', ¢. 120 it was the duty of the bank to make the
transfer, when the provisions of ss. 32, 34 and 35 had been complie«l
with, and that there was no obligation on the bank to see that the
bequests of the will were carried out by the executor.

Note—It is a question whether this rule would be applicable in the Province of Quebec.
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Bank Clearances for eight months of 1892-93.
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82 Bank Statement for August with comparisons.

StaTEMENT OoF BaNks acling under Dominion Government
charter for the month ending 31st August, 1893, with com-

parisons : ¢
LIABILITIES.
Aug. 1893. July, 1893, Aug. 1892,
Capital authorized.... .. .. .. ... $ 75,458,635 $ 75,458,685 $ 75,958,685
Capital paid up............. . .. 62,029,038 61,954,773 61,640,390
Reserve Fund....... ... ... . .. 26,062,576 26,031,245 24,772,564
S —— v —
Notes in circulation...... . .. .. % 33,308,967 $ 33,573,468 $ 32,616,187
Dominionand Provinecial Govern-
ment deposits....... . ... ... 6,245,892 6,734,509 5,409,302
Public deposits on demand. ..... 61,437,993 64,563,263 64,764,748
Publie deposits after notice. .... 105,015,710 106,458,471 98,058,015
Bank loans or deposits from
other banks secured. .. .. ..... 103,278 153,266 155,000
Bank loans or deposits from
other banks unsecured........ 2,718,117 2,616,681 3,501,208
Due other banks in Canada in
in daily exchanges....... ... .. 132,048 167,081 152,488
Due other banks in foreign
countries.... ........ .. ... ... 169,273 124,796 211,765
Due other banks in Great Britain 5,538,573 4,600,301 4,631,499
Other liabilities ....... .. ... ... 250,002 327,591 226,561
Total liabilities.. ... ... ... $214,919,947 $ 219,319,527 $ 209,756,866
ASSETS.
Specie . ...... ... ... e $ 7,706937 $ 6,597,642  §$] 6,703,823
Dominion Notes................. 12,749,809 12,607,562 12,457,887
Deposits to secure mnote cir-
culation ...... ... ... .. ... 1,818,448 1,827,267 1,761,259
Notes and cheques of other
banks ..... ...l 6,519,972 8,554,319 7,031,487
Loans to other banks secured... 83,385 125,000 156,581
Deposits made with othar banks. 3,228,902 3,274,546 4,163,411
Due from other banks in foreign
countries.... ... ............ 13,562,629 15,616,213 24,809,507 .
Due from other banks in Great
Britain........................ 3,364,470 3,860,549 1,323,559
Dominion Government deben-
- tures or stock........ e 3,188,572 3,188,572 3,328,421
P ublic, Municipal and Railway
~securities...... ............... 15,378,187 15,080,602 16,836.365
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Aug. 1893,

Call Loans on bonds and stocks. 14,398,606
Loans to Dominion and Pro-

incial Governments ........... " 1.426,4%0
Current loans and discounts. ... 205,956,200

Due from other banks in Canada
in daily exchanges ....... ... 125,270
Overduedebts......... . ... ... 2,964,999
Real estate...................... 912,783
Mortgages on real estate sold. .. 660,395
Bank premises ...... .......... 4,914,737
Otherassets..................... 1,901,035
Total assets.. ... ......... $ 300,863,015

Average amount of specie held

during the month............ 6,956,448
Average Dominion notes held
during the month.......... ... 11,744,457

Loans to directors or their firms. 7,978,632
Greatest amount of notes in cir-
culationduring month..... ... 34,750,617

July 1893.

15,141,457

1,036,635
206,937,558

125,000
2,856,682
918,768
668,861
4,802,584
1,118,892

$304,428,029

6,369,996

11,904,751
7,808,506

34,773,994

Aug. 1892.
17,487,343

1,086.240
186,312,886

240,456
2,379,312
1,105,532

846,409
4,583,162
1,438,758

$204,052,600

6,676,021

12,169,775
6,823,246

33,699,271






