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THEPROPOSED GOLD RESERVE WOULDAC
IN TIMES 0F PANIC

ri3ZIIks Could Deposit Millions of Gold and Loans Couki be Made to
any Institutions in Distress

13Y H. M. P. ECKARDT.

t-t 1cuiO» of the good and bad points of the plan But if the crisis developed after February and before
* l"atoof the central gold reserves, against :bank note September, these excess issues would not be available.

)ý4 bé hfOmsa part of the new Bank Act, littie or noth- The bank note issues in that period have bevn wieai thO
' 81l £bu tepatwhc mybe lae by the anthorized limit in the past two years. Therefore a furthei

*Period of panic. use of bati notes would flot be possible to any extent.
kn tti thtCnd ishdn akn anic The new Dominion "fives," Dominion "fours," "one"

raton that f act cannot be taken as conclusive and "twos" couki be paid out, but it is a question whether
'ý w 5er alIcs belong altogether to the dead past so far they could bc secured in sufficient amounts to coxie with 'a

>k first-class criais. lf nlot, grave consequences might ensue.
tj"Idn th great size and strength of our prin-.ueRsuOSFo O Ok

k Ytmwi xeine tsnr ie The establishment: of the new central reserves and the
1ý te' "rdItiOii which produce panics in other lands. granting to the -banks of the riglit of issue against deposits

e rntthose conditions produce a panic in tht- of gold. made therein, improves the situation notably.
4 dlefdson how they, are met. Suppose a disturbance, of a serious nature materialized

ngl b0 rmrd n hiconton i'fe during the early suzumer and depositors commenced to run
9,elea1 aaes htte eeaino l on several ýbanks, at the head1 offices and at branches.,

is lw Danges way.ar the mirtono len Four or five of the leading banks could bring in if neces-
a ye asnk nw ude hageo sary thirty or forty millions from New York and deposit a

lx he e-ln.when the country had to pass through part or ail in the central reserve.
bld n story ttmes. They would thèn be enipowered to issue their bwn notes

nill yv-onobel xeineatsigtm to that amount. Loans could be made to such of the beleaguer-
'Uh attd, w~hile it may reasonably be expected that ed 'banks as could provide proper security.

'Dolth traditions and good naine of the Canadian The loans would be in the form of bank notes which
4, a re rinmber that the bank liabilities of the would be available for paying the depositors.

enoflhous. The branches that were besieged could get supplies of
notes froin the nearest branches of the lenidi>ng banks. Ini ail

~~Y' IUbUSS,.probability these notes could bc used again and again-for
-4u t'l1 to-day are about five times as great many of themn would come back to the issuing banks in the

VittisI0f ~o and 25 years ago. form of new deposits.
or Serons crisis a young banker who had ex- So an extra issue power of $30,000,000 or $40,000,000 thus
thn u omparatively fair weather miglit wel) acquircd b>' half a dozen of the stonger banks would suffice

ý4bddou maso. ibite ofot to make payments of thrice or four times that amount of
if'eadont or two of bis confreres los. their deposits.

h*ea 'tate of aff airs making for a panic.
14 I 'WorthI while to study the plan for the pLaesu li f.oe.
tle l gold reserves with the objeçc of dis- Again, the fact that the beleaguered banks were paying

iii help or hamper the bankers' while out the notes of the Bank of Montreal, the Coemnerce, the
wiha crisis. Royal, etc., in: large amounts, would probably serve as strik-

is uslially characterized b>' heavy liquida- ing demonstration of the fact that these powerful institutions
cla Ctreditors of certain baniks desire to were according their support; and it should help, to restore
e, -91to cash or to transe r their. funds to onfidence.

Stft thes With the now central reserve plan in operation, it stems
'l he ao issesof hebanks are so strongly that there need never be a shortage of the circulating medium'. ostinssible to conceive a state of affaire required. for raetihg, the etraordinary demands thus cqeated

"e o an indiaidual îbatik would not bc freely b>' a panic or crisis.
'r ant1e public. Of cou~rse, irg order to get the full benefit from the. change

'c Ib tat the. notes of each individual batik la the law, the great banks would have to keep on hand, at
arnee y the associated banks, it is alto- all times,, a large reserve supply of tlieir own notes, ready4

ý,b at-te dpoitors in a suspected or discredited for issue in an emergesicy.
r"Yt ake its notes in settlement of their *

"M P9QWU tILITIES OF INVISTrMENT

er O h that in a Canadian crisis distrust Is such a book practicl and of some specifc use? This
e PPoits and other credit instrumenlts i ont of the first questions asked about a book dealing witIi

investment matters. Moody's «Itow 10 Invest Monty WiseIV"
.'* tbj,,t to rains of àepos1itor, there is oieý of the small number to which a positive reply cati h>

Mee Of a edium aceptable to the depositors given. The. plan of the book is based on the. ideas of divrsi-
cOl mk its rpaymonIts. fh ied investing of which lhe author lias been m~akia~ arfl
eUeeds of payrnent available udrte sîtidy la bis work as financial adviser and axnal>'st. ,-

-a e e*t ,itg. ,The. diviesions are under the captions, DiversMugti TInvest-
-ngh 'Is it notes up te tic liraits of ' ils ments, Irivcsting for P'rofit, Classes of Invoselttà1 The

-growth of the. field for investmentt is shiowai "Where in 88
~axi>'ihee betweu the ist S2pt-'o- there wcre but few fields in which the careful izres1t cOldW

of 'teÉloiowjsg Februarv' th o-fed safel>' place bis funds with onl> half a. àoien tY7es O high
o -e Rvalabl,. The>' would furnish the dlais securit>' issues, to-day tiiere are maxiy 49581eso uh

e.I)itet Witii the total of paid up With such a wiide field anid such opportuilies5 it ** ine
andthetoti f thi. restsa t $io6,ooo,- esting to note that Mr. Moody inis inltrouto states -«Thé

n'e 4eoooo f eaxcess issue could b. Principles in this volume have I>c.p adoptedbinti'uioi
-et pofn th and many> individuals viti satisfact15ionadprft

Ni0vemb1er about $o,oooom ofh Suci being s< there is reaso to beev tata11w#ýtc
bP 4n. t thât tume a'balace of who acquires the book, and they should .~Ji1
e R,-làle Tat 'wtuld suffce to pay off dangers and pitfafls, and o1ttal holing Igof4 a aifat

*h011*irabl am i of thc character hy adoptinpz the snthàds4 advocat iiiiii

'tOM wfld go at once iiito ot1ir How to Invest Mo(ey Wislf.. Joh XojdYe ý2> J.
4IdOld'ertufffld t the ising batiks M4oody, New York.iii

ng heàvglalestip$y of notes wutld The, numbe of diecor of th fmniquta P~ower
Companys''s bee ed*11fo SvntOSx


