
THE MONETARY T IM E S owi
CANADIAN EMERGENCY CURRIENCY

Advantages and Importance of Systein Under New
Bank Act Are Pointed Out

The~ following comments by The London Times iipon the
cmnergency currency features of Canada's revised batik act
which became effective on july iat, are of interest.

The îirw provision enables batiks to keep ail their avait-
able gold in a central reserve and issue their owne notes, asand whenever they are required, dollar for dollar, ini the re-
serve. It will be seen ini a moment that thîs new provision
is of very considerable importance in more ways than one.

The baniks, under the old act, wcre able to issue their
own notes to the anlount of their unimpaired paid-up capital,
and beyond to, the extent of îS per cent. on their Capital aind
reserves during the crop-moving period. At April 3oth last
the paid-up capital of Canada's chartered batiks was $îî15,-
799,217, and the rest or reserve funds amounted to $îo8,-
414.,37, a total together of $224,213,554. The emergency
circulation during the autumn and winter might, therefore,
if necessary, reach $33,500,000. In November last year the
emergency circulation actually approached q;1o,ooo,ooto, and
the mnargin of emerkrency circulation available at that tixne
Was $20,000,000 or so. At ordinary times that margin would
be ample, and it rnay be said at once that the central gold
reserve provision is expected ta operate more advantageously
during that portion of the year in which the crops are, sup-
posedly, not being moved.

Don* Net Assume OrOlnary Times.
But a prudent minister of finance will not assume that

times- always will be ordinary, and indeed it is possible that
thi, alitumnl will sc a situatiý>n of painful pressure upon

Caaasfinancial resources. At such times a more or less
insignificant action by a banik mav start a panic, or at least
a serious run on deposits. At the end of April last, deposits
payvable on demand in Canada were $365,340,002, andi, after
notice, $6 ,i,60,z8o, a total of $(»6,500,282. In November,
when the pressure is usually at its height, they were last year
$t6,ooo,ooo higher. To meet a run o n such a hunge amoUnt
ai good deal more than $2o,ooo,ooo might very well be needed.
Given time iinder the old system, the currency could no doubt
have been enginereti. But time is just what is not avail-
able at times of panir, and the new provision does ail that is

posbeto ernnietime.

Gan go RoeaIed instantaneouely.
Hlowever, ont, does not anticipat- crises involving rulns

on a large scale, and, as bas been said, the central g-olti
rese;(rve is designeid ta serve a purpose in normal times.ý;
Diuring r-cent years the banknote isushave frequently ap-proached very near to the limit authorized between February
and qciptvmber, For instance,. in june of last year the circu-
lation was within $*2,0oo,cx00 of the circulation in September,
whren the eniergenicy clause, oprraeri. At such tirnes a gzreat
deal of anxieîy was caused bankers lest the authorized limit
shoulti be exceeded. and. i, a was exla,ineti above, the arrange-
ments, for rhanginig from banik notes to Dominion notes were
clumsyv andi tnok time. The sys.tem was inelastie in a country
suci(h as; Canada, where great distances; have ta be traversed
be-tween, the ce-ntre- of the gzovernnient andi many of the most
active rentres- of lnduqtry and agriltiure. Under the new
svqtem any amotant of banknotves mnax bc helti in reseýrve, to
be releaserd instantaneouslyv by th(, depasit of golti, or Do-
minion notoes--anti in Vractice, ince the gold and Dominion
notes are to a co.,nsiderable extent expecteti ta, remain de-
positeti in the central reserve, the circulation will be ver-
manently e-xtendeti.

UNITED STATES CUIRRENCY BILL CRIT1CIZIE

Shouid be no Prohibition Against ]Rediscounts witi
Bonds as Security, Says Bauker

Mr, George B. Caldwell, presicient of the Investrn
Bankers' Association of America. speaking of the po03currency and banking law, says-

"Our association favors the passage of a currencv i
as soon as due consideration will allow. Our commité ,monetary legislation, headed by John M. Nelson, of' Ba
more, has carefully studieti the subject, andi has, in the -aof our body, transmitted several recommendations tedtoward a workable law. In our opinion the Owen-GIaaa b
can be made a good, useful working measure, u1th ochanges. We are gratified, indeed, that the federal ajin
tration, while însisting upon the early enactment of ! rel
legislation, is hospitable towards suggestions made in 910faith for the improvement of the pending bill.
Considered an Objeotlonablo Featuro.

"One of the most objectionable features of the bankibill is contained in Section 14, prohibîting the rt-dsmQun
bills secureti by bonds of any description. A fair and bý>law on this subject should give reserve baniks as miuh,
tude in discounting paper, baseti on well-securej bodsL
is consistent with sound banking. Goond banking tell s til is just as important, just as necessary to finanice trportation, warehouse, terminal, elevator and allier co,,,,tions contributing to the movement of crops as it is tofiathe crops themselves. Besides government, st.ate and rnucipal bonds are acceptable now, sot ta be consistent it We>1seem they would be acceptable as loan colateral, 'oget
with other good bonds.

"Two other features of the bill appear ta, our associaxias objectionable. We do not believe that control of<
banking interests shoulti be placed in the hands ofa aol
body altogether. The' Board of Control. which is, to cnof the Secretary o! the Treasury he Secretary ofAgr
turc and the Comptroller o! the urency andi foýur ap
of the President, one of whom shall be verstd in
is a political body, pure andi simple, andi has been <oppsbecause of the fear il might make a political issue of b, hibusiness. The results of this are self-evident.
Net the San»e.

IlAgain, the Investment Bankers' Associatio)n
strongly objected ta the provisions that thve orrnashould issue the currency, and not the banks. Federal reStebanik notes under the bill shoulti be issued by' the .bniOne can readily see the situation that would develop if
Government were calîrd on to redeem a promise to pavdemnand in gold these federal reserve banik notesan tQitself unable ta fulfil its ýobligations. The notes solissueti by the banks and ahl responsibihiîy, of Mrpishould remnain with tbem. We belleve we voice thie se~of the hankers and business interests of th he
urgîng that the salaries of each member of the fedra b,,&
should be not less than *25,000 per year. Such responsi iiplaced in the hantis of men at a less salary does not h.qour fullest confidence, nor demnanti the 'ighest ty,
abiitv."

ANCLO-GANADIAN JULY TRADE RETURNII

The followjng are officiai figures of the trad, etGreat Britain anti Canada during July-

Froni Canada.

Wheat .................. 4,535,106 £4,84:.013,
Fileu....................f,259,781 

'3c c3Qats..................... 480,649 312,4Cattle........ ......... .... 36,11T2 4,ýjBacon............. ....... 544,268 687,23
Hams..... 1..............23,871 11,0
Cheese............ ....... 1,294t305 60s
,Canneti salmon..... ........ 518,675 6..0

Te canada
Spîrits.................... 385,245 ;ý-2Sugar...................27,5Q7 

8,7Wool.....................64,207235
Hides....................0,828 3,ibPîg-îron....... ............ 66,67() 113,Q
Wroughtîiron..............61,21:? 3),0Rail iron................... 3,7849,2
Plates................... 30,548 1,6Galvanizeti sheets......... 338,041

The brandi o! the Bank o! 13ritish North mraForward, Sask., lias been closeti.
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