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" May' 746.4

- Oct, 784.4
Nov, 799.5
Dec. 817.2
1964
Jan. 836.7
Feb. 849.7

June 754.6

July 762.0

August 767.8

Sept. 774.7

March 871.0

Since the exchange crisis that occurred in the spring of 1962, Canada
has added steadily to its holdings of gold, mainly on the basis of domestic mineral
production, while allowing month-to-month variations to occur in its official dollar
holdings. By the end of March 1964, the proportion of gold had risen above 35 per‘
cent, as compared with a figure of 26 per cent in October 1962.
further reserve accruals are excellent, not merely because the reopening of the

St. Lawrence to shipping will expedite the export of wheat under contract with the

_ Cana&a:, 0f£icia1;Ex¢hangg-ReserVes_andvRelated Items,

UC S'.t

' _ Dollars |
(millions o£:U. §. §)

1965.6
1937.0
1739.0
1702.7
1793.6
1797.0
1831.5

1777.8

1745.7
1692.6

1594.5

November 1963 - April 1964

Net
Total Changes
2712.0 “+40.6
2691.6 -20.4
2501.0 -190.6
2470.5 -30.5
2568.3 +97.8
2581.4 +13.1
2631.0 +49.6
2595.0 -36.0
2582.4 -12.6
2542.3 -40.1
2465.5 -76.8
2481.1 +15.6

Uu.s. $
quot’n
on Cdn. $§

!‘ centsz

92.75
92.78
92.48
92.36
92.81
92.79
92.76

92.53

92.57
92,57
92.54

92.40

u-s' I-z-Te Pt”osal‘ :
Repay $80 million to IMF

Wheat contract with USSE

Repay $60 million to IMF

Italy converted $(C)20
million IMF drawing
into $(US) k

Prospects for



:HSSR}buc;a;go'because a payment of $275 million (U.S.) is due from the U. S.

Government in October in partial fulfillment of the agreement governing the . E
joint development of the power potential of the Columbia River.

Royal Commission recommends transformation of Canadian banking system

The Report of the Porter Royal Commission on Banking and Finance was
tabled in the Canadian House of Commons on April 24. The key recommendations,
which cut cleanly through the present spectrum of bank and near-bank institutions,
and have as their primary intent the equalization of competition rather than pro-
vision of a more effective system of monetary control, are as follows:

(1) any firm may elect to become a bank;

(2) banks, and only banks, shall enjoy the privilege of accepting

deposits or comparable obligations from the public withdrawable in fewer
than 100 days;

(3) all banks would be subject to various regulations, especially

the maintenance of a cash balance with the Bank of Canada, but would be ’
relieved of others, particularly the 6 per cent statutory ceiling on
interest charges and the restraints against mortgage lending;'
(4) under revised requirements, the secondary reserve in the form
of a liquid asset ratio would be abolished, but banks would have to
maintain balances at the Bank of Canada in the amount of 8 per cent
against demand deposits, 4 per cent against obligations up to a one-year
term, and nothing against longer term obligationms.
In order to protect the freer competition that is opened up among
existing institutions, the government's hand would be strengthened with respect

to anti~trust action, including the power to unwind mergers.
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The Commission also proposed (in line with the recommendations of
; vaerﬂorfRasminsky) that, in crucial conflicts between the Bank of Canada and
the Government, the Government would be given the power to issue a ditt;tive
to the Bank, but such directive would lapse after 30 days unless axpiicitly'

renewed.

Not: all financial institutions are brought under the reserve requize-
ments. As a matter of political realism, the 1500-odd caisses populaires, the
French-Canadian counterpart of tne American credit unions, are exempted from the
banking requirement; but their 16 central organizations (all but 4 of which are
relatively small) would have to maintain reserve balances with the Bank of
Canada.

In addition, institutions which choose to remain as nonbank trust and
mortgage loan companies would be permitted to operate under more liberalized

. provisions with respect to the composition of their investment portfolios.
| The Commission made a number of relatively minor recommendations

affecting the securities market and noted the need for more competition in the

underwriting field but it did not go as far as to advocate a federal equivalent
of our §.E.C,

Within the broad area of policy-making, the Commission takes the general
position of relying on fiscal policy with the needs of domestic economic stabili-
zation in mind and reserving monetary policy more particularly for serving inter-
national financial requirements. However, the Report deals less than adequately
with broad questions of the relationship between monetary and fiscal policy: one
reason for this was the Commission's decision to leave fiscal questions to be

handled by the forthcoming Report of the Royal Commission on Taxation.




‘jbg;onefparticular/iasﬁe, U. 8. - Canadian financial relationahips,’ 7
_the Royal Commission reflects the usual Canadian ambivalence. On the one hand, .
‘the Commission holds (Chap. 5, p. 86) that it does "not look with favor on
Canadian legislation which thwarts capital (in-)flows for reasons unrelated to
our domestic economic need for them"; but, on the other, it also states

(Chap. 18, p. 374) that "the balance of advantage is against foreign control

of Canadian banks". As a consequence, the Report suggests strict provisions

to regulate acquisition of control by foreigners.

This inconsistency is all the more blatant inasmuch as foreign cur-
rency deposits (chiefly Euro-dollar) of the commercial banks are excluded from
any statutory reserve requirements. As a result, the expansion of such deposits,
which already exceed 20 per cent of the total deposit liabilities of the
Canadian chartered banks, remains marginally advantageous to them.

Perhaps in response to the rapid growth in the business of Canadian
banks in U. S. dollar deposits, the attitudes of U. S. banks seem to be shifting.‘l'
Heretofore, U. 8. banks have not tended to compete actively for business in
Canada. However, the National City Bank has already invaded the Canadian banking
community by purchasing control of the smallest and newest chartered bank, and

the only one that was already foreign-owned.






