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THE PRACTICAL OPERATION OF MR. GALT'S
HAT the operation of this bill will be, in its
modified state, coupled, a8 it is, with & simul.
taneous issue of short currency debentures, bearing 7
per cent. interest, is the question, of all others, requir-
ing the attention of our commercial community, The
Government, it seems, will put out $5,000,000 of deben-
tures for sale, and the advertisements are now in the
papers.

They have taken power at the same time to issue,
through the medium of & bank or banks, $8,000,000 of
circulating notes, which notes are to take the place
of the notes of such bank or banks as arrange to issue
Government Bills+ stead of their own. It was clearly
stated during the debate that, to the extent by which
the debentures are taken up, the legal tender issue
would be lesscned.

Afterwards, in reply to & formal question on the
subject, the Government declined to pledge them-
selves in any way whatever. The position, then, is
this: The Government are endeavouring to borrow
45,000,000 in Canada by means of 7 per cent debentures.
If they sell the whole, they will obtain all the money
required to pay off the floating debt, in which case the
scheme of issuing circulating notes may not be put in
operation at all. v

But they retain power to issue such notes as well as
to sell debentures, and it is probable that both may be
in operation at the same time. This is much to be re-
gretted; for the limitation of the issue of circulation
to $8,000,000 would have made it possible only for the
Bank of Montreal to enter into it (supposing that insti-
tution ready to do 80), in which case the deposits and
circulation of the rest of the banks would have been
left undisturbed. The wants of the Government
would have been fully supplied, while the community
and the wants of the commercial community as &
whole, would have received the same accommodation
they do at present. At any rate, the means of the
banks for granting such accommodation would not
have been reduced, as they certainly will be, by the
withdrawal of their deposits for investment, if the sale
of debentures proceeds.

Supposing the Bank of Montreal surrenders its
power of issuing circulating notes, and adopts the
system of Legal Tenders, the effect will be to absorb
2 considerable portion of the eight millions for its own
use. The bank, if its circulation this fall corresponds
with that of last year, will have nearly five millions
of notes out. 1t will certainly require to reserve a
million of notes as a stock-in-trade—so to speak—for
the bank would never pay out the last dollar from any
of its numerous offices. There would thus be required,
by the Bank of Montreal alone, six millions out of
the eight which that institution would pay for, partly
in specie, partly by bills on England, and partly by
cancelling the debt of the Government. The Govern-
ment would thus obtain the means of paying off its
floating debt through the operation of the issuing
scheme, if eimply adopted by this institution. It is
evident, then, that if the scheme be adopted by the
Bank of Montreal, and, at the same time, the Govern-
ment go on with the sale of Debentures, more money
will be raised than is required.

Either scheme, considered by itself, would have
been sufficient to raise what was necessary, and
neither the one nor the other would have had any
perceptible eflect on the business of the country. But
if they go into operation simultaneously, the result is
to be feared, indeed.

A good deal of misapprehension has arisen since the
proposal to issue government notes was first broached,
from the idea that the whole amount issued by the
Government would go into circul.tion. There could
not be a greater mistake. The acheme is to be worked
through a bank or banks, and, a8 we have said, any
bank that adopts it, in order to provide itself with
funds to carry on business, must obtain, from the
Government, notes to represent its highest expansion;
and, in addition, a sum representing the minimum
stock of bills in its possession. This last sum will,
therefore, never be in circulation at all; and of the
former, & considerable amount will enly be in circula-
tion during certain periods of the year.

It must be borne in mind, too, that the government
notes, being a legal tender, will be & very convenient
medium of settlement between the banks. A portion
of them may, theretore, probably be retained by all
the banks; and if 8o, & sum of one or two millions
may thus be absorbed, releasing for the use of Govern-
ment 80 much rpocie.

Under this supposition, the working of the scheme
will probably be somewhat as indicated in the
following table. The Bank of Montreal is supposed
to have ceased issuing its own notes, and to have re-
placed them by the bills of the Government. (The
lowest circulation of that bank, this year, has been
about $8,000,000, and it may have an expansion of

$2,000,000 this fall and winter.)
In hands In Bank In hands In
of of of other circula-
Gov’'t. Mont’l. banks tion.
First month...$8,000,000 none none none
Fourth 2,000,000 2,600,000 500,000 3,000,000
Fitth.. . 1,000,000 1,000,000 1,000,000 6,000,000
Sixth.. . . 2,000,000 1,000,000 1,000,000 4,000,000
Seventh . 2,000,000 1, ,000 1,000,000 4,000,000
Tenth 3,000,000 1,000,000 1,000,000 8,000,000

What the precise volume of contraction and ex-
pansion may be, it is, of course, impossible to say; but
the above estimate will give a fair idea of the general

character of the movement. Three facts are certainly |

patent:—

1t is certain that the Government will always have
more or less of notes on hand:

It is also certain that the issuing bank will always
have notes on hand :

It is certain, therefore, that the whole eight millions
can never be in circulation at one time; and it is pro-
bable that the amount in circulation will be precisely
the amount which would have been in circulation of
Bank of Montreal bills, had that institution continued
issuing its own as before.

Those who are experienced in banking may see, in
the above figures, indicaticns that a much larger re-
serve of specie will be requisite to make the Govern-
ment safe, than is required by the Act.

Between the fifth and the tenth month, it will be
observed, there is a difference of $2,000,000. That re-
presents the amount of notes estimated to be redeem-
ed between the highest and the lowest points of circu-
lation, and, of course, $2,000,000 of specie will be
wanted to effect it. Under the requirements of the
Act, however, only $1 250,000 will be held.

The true principle, in regard to reserves, in
such a case, as this government issue is to fix a
point somewhat below the minimum circulation of the
banks adopting the acheme, and to keep dollar for
dollar for the whole volume of expansion above it.
That is the rule on which the issue department of the
Bank of England is founded, and it is the only one
which will be found safe in practice here. There are
other practical guestions that will arise as the scheme
goes into operation, which we may discuss in a futare
issue; but at present we can only express our regret
that so mixed and complicated an affair as a simulta-
neous issue of circulating bills and debentures, f: p
permanent investment, is contemplated.

DIRECT TRADE WITH EURORF.

HE experiment of direct trade between Europe
and the Upper Lakes has proved so successful
that it is now being constantly repeated, and, did our
Provincial canals admit of it, would be carried on on
a much more extensive scale by vessels of the largest
tonnage. The mineral regions along the shores ot
Lakes Huron and Superior are oven yet but partially
known and tested; and we are satisfled that their full
development in the process of time will give rige to an
immense trade, much of which will be direct with
Europe. Already we observe t' at the proprietor of
the Bruce and Wellington Mines, on the north shore
of Lake Huron, has decided on having a large share
of the copper shipped directly from the mines to
England. A Mr. Taylor, of London, ¥ngland, who
is, we believe, proprietor of the Bruce and Wellington
Mines, has been working them with such vigor of late,
that the ordinary means of sending the copper from
them to Europe vi: the Northern Railway steamers
and road to Toronto proves altogether insufficient.
The steamer 4lgoma has been making regular trips all
season (three times a month) between Collingwood
and the principal points on Lakes Huron and Superior;
and another steamer, the FWabuno, has also partially
traversed the same route, but limiting her trips to the
Sault Ste. Marie; and these two boats have, we are
informed, had a very ful on, being loaded
down with freight and passengers. The Algoma,
which only accommodates some fifty passengers pro-
perly, has had to carry as many as ninety; and her
freight, particularly on the return trips, is altogether
more than she is able for, even with the aid of the
Waburo. The Bruce Mines alone could frequently,
we are told, load her with eight times the quantity she

takes. This state of things has induced Mr. Taylor to
open up direct trade with England. He has, we are
informed, despatched three vessels from London to the
mines, the first of which arrived there last week after
a very successful run. _She carried some iron to Chi-
cago and some coals as ballast, which latter she dis-
charged at the mines, where she was, at last accounts,
being rapidly loaded with her copper cargo for Eng-
land.

This is one of the many evidences which come to
hand of the growing magnitude of this Upper Lake
trade, and it gives us great pleasure to chronicle the
extension—gradual though it be—of the commerce of
this great mineral and lumter region. Successive ex-
plorers have, time and again, repeated the story of
the almost inexhaustible mineral wealth of this section,
and we aro glad to note each increased effort to
develop its riches. In the export of breadstuffs and
all the etceteras of housekeeping to the mineral and
lumbering districts hereabouts, as well as the carriage
of passengers to and from the mines, several Ameri-
can steamers and sailing vessels now find remunerative
employment, and there is room for more.

With its immense mineral, fishing, and lumbering
interests, this upper country possesses a mine of
wealth which has been hardly touched, and the rich-
ness of which, when fully developed, can scarcely be
over-estimated.

MORE TINKERING !

\VE notice, by Western journals, that the United
States Treasury Department is again tinkering
away at the trade between the two countries It ap-
pears that orders have recently been given, that when
an American vessel brings grain to Port Colborne, and
it is shipped over the Welland Railway, a Cana-
dian vessel shall not take it from Port Dalhousie. The
order even prohibits grain to be taken by Canadian
vessels from the last named place to an American
port, which has been brought to Port Colborne by a
Canadian vessel. These new regulations went into
force on the 6th August, and are exceedingly arbi-
trery. Anything more narrow, illiberal, and, we may
add, selfish, than the present commercial policy of the
United States, it would be impossible to conceive. So
intensely selfish is it, that, in many cases, it actually
injures themselves more than it does their neighbours!
If, in their treatment of the seceded States, Morrill &
Co. are as contracted and illiberal as in their com-
mercial policy, the former are greatly to be pitied!

BRITISH TRADE,

HE trade of Great Britain seems to be ever ex-
panding. Whilst the trade of most other nations
in Europe is either stationary or retrograding, that of
the Mother Country keeps steadily and rapidly aug-
menting. When Sir Robert Peel gave the death-blow
to Protection, there were those who predicted the
most serious results to the foreign trade of the coun-
try,—contending, as they did, that it would certainly
contract and languish. So far from these fears being
realized, since that time Great Britain has entered
upon a career of prosperity unequalled in her previous
history. Her commerce far exceeds that of any other
country in the world, and still each year witnesses an
increase over the preceding ome. Liverpool is the
principal shipping point, and we are glad to see by re
cent returns that a great increase has taken place in”
the trade of this year. During the first six months of
the year the Goods shipped from Liverpool alone
amounted to no less than $11,600,000 more than during
the same six months of the preceding year. The fol-
lowing figures, showing the value of British and Irish
Goods shipped from Liverpool during June, 1865, and
June, 1866, with the places shipped to, will be read
with interest :—

In 857 Shi In 379 Shi;
June, \8&': June,
Asia and Africa........... £1,068,828  £1,476.397
ﬁuls_:?haf s]gd New Ze‘?lat.gd 146,868 1&,794
o of Europe an e
Baltie........ p .......... 24,485 28,546
France, South of Europe,
Mediterranean, and the 1,816,844 1,865,848
NW&swzn I:}auds 4t
or! merica an e
Wost Tndies. .. cr o} 546,528 676,987
United States..... ........ 1,158,870 1,824,081
South America............. 1,076,494 1,814,767
) £5,822,902 ﬁ,871,$70
Increase, June, 1356, ... . .ceveeee . .. 1,648,468



