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note issue, the other half being represented by
government securities. If others are of opinion
that it is better to keep gold, I can have no objec-
tion, but I shall retain my opinion that there is no
necessity for doing so. In this connection I
must point out a serious error into which you
have fallen, which is that you seem to imagine
that the payment of these certificates of deposit
in Dominion notes would not answer the same
purpose, as those payments in gold. In the
one case the Receiver General has to pay gold
for the notes, in the other he gets from the
banks the notes, which alone enable them to
draw gold. The effect is precisely the same.
A certain circulation, according to the theory
on which the whole system is based, must be
maintained. And if ail beyond that limit is held
either in gold or certificates of deposit, no
possible inconvenience can arise. Although the
Dominion Notes are legally on the same footing,
yet there are practically two essentially distinct
issues, viz., the large notes of $i,ooo, e5oo, and
S1oo, which rarely find their wav into the hands
of the public, and are never in circulation to
any extent, and the very small niotes which are
scattered throughout the Dominion, from Hali-
fax to Winnepeg. I proceed to arother branch
of your remarks; you assert that there are three
points of difference between our own. Act, and
that under which the Bank of England works.
I have replied to your objection under one head,
and shall be very brief in my answer to the
second part. I shall answer it by your own
words. You assert that " there is a fundament-
"al difference between the issue and redemp-
"tion of Notes by a Government and a banker,'
and elsewhere you have supported this view, by
a reference to the rate of interest, foreign ex-
changes. &c., &c. Now a few lines only above
those that I have quoted, you say " the issue
" department was to act as a simple machine
"giving gold for notes or notes for gold, and
"having nothing whatever to do, but to hold
" and not to lend either the one or the other.'
Your definition is strictly accurate as to th
functions of the Bank of Issue, but it iswhollya
variance with your numerous assesrtions else
where, that such issues and redemptions could
only be performed by a Bank. In a very recen
work " Lombard St., by Walter Bagehot," on
of the highest living authorities on the subject
and which I would venture to commend to th
perusal of your anonymous correspondent, a
well as of yourself, it is said that for more tha
50 years from 1793 to 184, " there was a kee
" controversy as to the public duties of th
"Bank. It was~said to be the manager of th
"paper currency, and on that account many ex

pected much good from it; others sid it di
"great harm; others again, that it could d
"neither good nor harm. But for the whol
"period there was an incessant and fierce dis
"cussion. That discussion was terminated b
"the Act of 184. By that Act the currenc
"manages itself; the entire workng is auto
"matic. The Bank of England plainly doe
"not manage-it cannot even be said to manag
" -the currency any more." I mightstrengthe
my case by other convenient authorities, bt
you have yourself in the passage describing th
issue department as a mere machine, complet
ly refuted your own arguments, and those
your correspondent ' G.' Your next objectio
is, that " no such long and varied experienc
"exists as a guide to the minimum amou
" which it would be safe to have uncovere
" And we say without hesitation, that no e
" perience short of 20 years at least, would be
" safe guide in such a country as this." I ow
that I fail to comprehend the meaning of th
words that I have italicized. The minimu
amount, which to-day it is safe to have u
covered, is certainly far greater than it wou
have been 20 years ago, and probably much le
than it will bc safe to have in zo years fro

this. This is a country in which rapid progress in .of deposits given in exchange for their notes?
population and wealth is being made, and every Are the Banks vhich send for gold to have
year of progress renders the established mini- special privileges and to be permitted te keep
mum safer. But you are quite in error in suppos- their deposits, vhiie those vho make no demand
ing that there were no data on which to base an are to be required to pay? Your correspondent
opinion, nay, I venture to assert, a sound opinion. G. has so much te learn on a subject which it is
One feature of the government proposition was evident he has not studied, that 1 shah not en-
that the Banks should be required to hold one-half croach much on your space in repiy. He should
of their reserves in Dominion notes. Now the learn that the issue department of the Bank of
Bank returns enable every one to judge ap- Engiand is not reguiated by the sane Court of
proximately what amount of Dominion notes Directors vho manage the Bank department,
they would have to hold in ordinary times. nut by an Act of Parliament which to use your
Nothing is easier than to make objections to any own language renders it a ere "machine."
measure, but experience so far has confirmed my He shouid iearn that Bank of Engiand notes
opinion at the time, that the limit fixed on was have been for many years a legai tender every-
perfectly safe in 1870, and there are many cir- where but at the Bank counter, that he is whoily
cumstances that should remove uneasiness fror mistaken in imagining that vhen the Bank Act
the minds of the most timid. In the Maritime was suspended during three different panics, the
Provinces old charters are expiring, and under consequence was "at once putting an end te
all new ones the same liability as to reserves their redemption for the time being." Ail his
will be incrured as by the Ontario and Quebec remarks in the paragraph referred to afford
Banks. New charters have been granted in ail evidence that he has a very imited knowvedge
the Provinces, and Prince Edward Island, of tht suhject. His reference to Scotch issues
Manitoba, and British Columbia will in a few is irrelevant. Scotch Banks- like English Banks
vears absorb a considerable amount. In your xohich are n t Banks of Issue. and ike the Dis-
last article x'ou attribute to me "a want of counit and Deposit Branch of the Bank of Enz-
thought" in .my remarks on the subject cf the land, hold Govern ents ecurities as assets vhich
bearing of the rate of interest, and of the forei s can pe easily realized, but the issue cf Scotch
exchanges on the issue and redemption of notes. Banks are nat whiaed on Governent securities
I wili illustrate by figures how compietely you and goid. 1 need not discuss further the sup.
and your correspondent are mistaken. 1 xiii positions of your coriespon ent and cf voursef,
take two periods ont that of tht greatest panic editorialy, of a possible colapse cf ail credit.
which has occured since 1844, viz., Nlay, 1866, Even in that event the suffcrershall not e
immediately after tht failure cf Overand, Gurney tht holders of Dominion niotes, but tht banks
& Cc., \yhîch occured on icth May of that year, and their customers. I have given you my vius
xvhen tht Bank rate of interest xvas i0 per cent. on th s most important subject at considerabit
and consols 86, and tht Bank issues uncer 27 lenthbelisving thattbetendancy of your articles
millions; tht other in July 1871 when tht Bank is te create dissatisfaction ith a sster which
rate of înterest was 2 per cent. consols 93, and in my opinion as a banker is most dvantageous
the Bank issues above 41 millions. Now tht re- to tht Banks, and a source of large profit t e th
turns show that during the panic cf 1866 the public. 0f course I coud have ne objection te
circulation in the hands of tht public was 26 the restoratien te tht banks of their right te
millions, whiie in July 1871 it xas itthe above issue smal notes if unaccompanied y the im-
25 millions, this difference being caused by tht positie b of the bank note tax, and the iiability
fact that in May m866 tht notes held as a reserve te hold no per cent, cf their capital in Dominion

t by tht banking department wwre undera million. securties. Neither voun d n objeet te tht repea
while in 1871 tht reserve of notes vas upwcrds cf the Act Of 1872, permitting deposits in char-

Iof 16 millions. If the Bank of Discount had tered banks, aithough I believe it quite harm-
t kept its reserves in goid insttad of notes tht less, and a source of some profit te tht banks,

bulion in tht issue department and tht notes in and advantae te tht public. e tcoclusion
tht hands of tht public could net have materially permit me te thank you fer having afforded me

e varitd at these periods of extreme panic and cf a fair opportunity of placing views before your
s unusual tase. You asset that I have made threaders, hich are in yur opinion soth ronous.
n "la vtry danerous and damaging admissionB" in F. HiNcKs.
n stating that in a fen cases Banks presenting Montreal, 2nd February, 1873
e notes for redemption had their deposits BaithnkofEng-
e drawn. Your rtemarks on this head seem to me Bak ar a n ernmentsties

s e extraordinary that I cao scarcely beyieve that old I ne n i teresup..
d you comprehend tht nature cf tht transaction oFACfS.
o which I shahl expiain more ciearly. A. B. a,
e Bank appies te tht Receiver Genera for $oooo To the Editor of t e optarp Ti cec.
- f Dominion notes for which it gives a certiFcate SiR,-Und r tht heading of " an opening te

y Cof depsit payable at eaut and with a clear undtr- enterprise" in hast whek's nunber cf your ably
y standing that ail such deposits may bt required lf conducted journal, you remark a rto tht value
- in the event of the outstanding notes cBming in tht iron industry, hich, together with tht letter
s for redemption. a a week or s, more or ltss, cf" Philos" on Protectiona paainly sets forth
e this Bank, A. B. sends in Dominion notes for net only tht dutn cf our Governent, but the
n $tuoooo for gold, thereby diminishing the backwardnss cf or capitalhists and lack Of to-
t Government reserve pssibly te an extent that terprise in those having tho means but reatly
e absoutely requiresa reduction cf tht circulation. sani g tht oii te put matters fairly before
- he Government must obtain payment of some tht publie. As one who has paid considerable

if of its certificates cf deposit, and whatever your attention teo bth subjtcts froi personal interest,
n opinion may be, I shou d unquestionably ear and having contre1  f very extensive iron de-
e upon tht Bank fhich had sent its notes for gold posits in tht vicinitY Of Montreai, I have been

it te pay its debt te tht Governeent in prefrence led te investigate tht csost of manufacture, as
e. to a Bank C. B. which had made ne such de- noesil as tht markets te be suppied. After satis-
,- mand. And this simple transaction you fying myseif that our home consomption aien
a characterize as "ea high handte proceeding," culd for snie years at ieast consume a large
n "na violation in spirit of that cI an entire for- supply, I naturally enquired into tht histor 

ne getfulness cf tht factthat tht Government exists thost establishments that had arryady cllaps-
m only for the public good." I will only add that ed in tht Dominion with tht foloving resuits:
e- your argument on this head is incomprehensible First-toh Hull Company, vith a large sub-
Id to et as a tan cf busintss. Under what cir- scribed capital and almost inexhaustible supply
ss cumstances would you think the Govern ent of raw materials, spent $Soooo in constructing
- jostified in requiring payment cf the certificates a road cf about three miles in ength te their
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