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A SUBSTITUTE FOR GOLD.

Sir Francis Hincks, writing over his own
signature in the Montreal Gazette, has been
defending himself in two letters from some
reflections cast upon his financial measures
by the Herald. 1t is difficult for a disinter-
ested observer to discover wherein the latter
journal has done him such “gross in-
justice,”—however inexcusable the slip of
memory—in wrongly ascribing the parent-
age of the Dominion Note scheme to Sir
Francis instead of the rightful sire, Sir A.
T. Galt, since the offended Knight is so
ardent an admirer of the bantling. If the
scheme is really so excellent as the author
of these letters seems to regard it, the com-
plaint of ‘gross injustice” should come
{from Sir A. T. Galt; and the offence be-
comes transformed into the milder fault of
giving credit where no credit is due. As
we have no part in this controversy, it is
merely referred to for the purpose of noti-
cing a single statement in the second letter
respecting the Dominion note reserves
which ought not to pass unchallenged.

It is this: “ The large notes which are
‘‘legal tenders are held by the banks as
‘““reserves, answering precisely the same pur-
‘¢ posc as gold, the use of which has been
‘““ economized to the extent of several mil-
“lions of dollars.” In remarking upon this
statement it is not necessary to deal with
the argument relied on to justify the Do-
minion notes issue, viz., that the country,
that is the public revenue, ‘ gains by it
“ $360,000 per annum, without the banks
‘‘ experiencing any inconvenience or loss.”
The whole case for these issues is really

summed up in this one sentence ; but the
considerations that might be urged on the
other side of the question far outweigh the
one here presented. It is not the least of
these considerations that the public mind
is liable to be confused or misled astothe
real character of the Dominion notes, and
the part they are competent to fill in the
working of our financial machinery. To
say that these legal tender notes answer
‘“precisely the same purpose as gold” in the
capacity of bank reserves, is directly calcu-
lated to create such a false impression,
especially when the statement has for its
author a gentleman of the recognized
ability and distinction, as a financier, of Sir
Francis Hincks. This netion as to the
functions of paper money does not appear
to be an outgrowth of the ex-Finance
Ministers recent experience. So long ago as
1837 his admiration for promises-to-pay as
a substitute for specie reserves was equally
strong. In giving evidence before a com

mittee of the House of Assembly on the 23rd
June of that year he said in answer to
question 21 :—“We [Peoples’ Bank] have
“held Bank of Upper Canada paper as specie
“up to this time.” About the same measure
of confidence was then feltin Bank of Upper
Canada bills that is now reposed in the
Dominion notes. Let us hope that in both
cases it has not been equally misplaced.

The tactics pursued by the government
in dealing with these notes has in several
particulars been directly calculated to cast
discredit upon them. They are issued at
a point far distant from that at which they
are redeemable ; for instance those dated at
Toronto are issued at Montreal, and wvice
versa. The last step of this kind was to
pay out sovereigns in exchange for the
notes at the sub-treasuries instead of Am-
erican gold, for the manifest purpose of
creating a difficulty in the way of drawing
specie for shipment to New York to pur-
chase exchange with. If sovereigns are
sent to New York they haveto be re-coined
or sold for their value, either of which ope-
rations involves loss, expense or delay.
The consequence, therefore, of the pay-
ment of sovereigns instead of American gold
is that the latter has risen to one-eighth of
one per cent. premium as compared with
Dominion notes or other current funds. It
would be difficult to harmonize these facts
with Sir Francis Hincks' statement that
these notes answer ‘‘precisely the purpose
of gold.”

We do not deny that for some purposes
Dominion notes answer well instead of gold ;
that is true of the notes of any or all of the
chartered banks. In many cases they are
better than gold—that is, more convenient.
But to assert that Dominion notes as bank




