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« The Currency Issue

The wubject of currency is not one
pon which the public mind Is exces-

@i 1y lear, says the Toronto News jn

recent lssue; and in view of the
jnormous number of incorrect state-
pents hut have been circulated about
e Just-voted change in the gold re-
erve, It will not be amiss to consider

ecis ly what that change means and
volves. It will then be possible to
ecide somewhat morc  intelligently
s merits. It may be sald that
present resolution Is little more
Anite than was the budget speech,
nd that The News sees nothing In it
modify its previously expressed re-
et vier the whole proceeding.
Directly and immediately, it has two
ects. It removes from the gold re-
d In security of our Domin-
n paper currency, the sum of $7,600,-
It may be remarked here, simply
br accuracy, that what 13 lumwn as
e gold reserve may and
—ll-ln time include about 'l !Nl 009
guaranteed sterling (Imperial)
nturcs, representing gold.

Second-

. Mr. Flelding’s change creates the
500,000 thus released into a guaran-

fund—a new, separate gold re-
rve—for the deposits in the Govern-
If the scheme

ent savings banks.

fit, and the
nks will profit by them.

It is evi-
nt that the Dominion currency will
bt be bettered, even admitting that
will not suffer, by the withdrawal of
ven and a half millions of the specle
n which it is based; while the

ven and a half millions obviously
nnot benefit anyone or anything ex-
pt the institution to which they are
nsferred.  They will not affect the
reulation of the country in any way,
they will still remain Jocked up in

Government’s vaults, with only a
fferent label attached to show that
y belong to a different class of cre-
tors.

The Government savings banks are
two classes, Dominion Savings
nk, muperly so-called and the P
jank. Neither of thes
titutions has, until now, rejoiced in
speciul and legally provided reserve
nd. While ordinary banks have kept
their reserves on a basis considered
jde enough to guarantee them against
run, the Government
on the funds of the Government
ands of the Recelvers-Genei
rather on such portions of them a:
not specifically appropriated to
er lubilitles. The Government has
s had a great advantage over the
bank in being able to lnvest
whole of the deposited funds. The
responding - disadvant; t ex-
| resulting from the absence of a
i reserve, will certainly be re-
pved by the endowment of g seven-
lion-dollar reserve fund. But the
dit of the Government savings
nks has always been quite satisfac-
y, the funds they have to draw on,
llable for jmmediate use, are much
pre. n.m the ten per cent. provided
Mr. Flelding and the ten or twelve
ried by the chartered banks, and
ogether the necessity for the change
not proven. If jt were proven, it
uld surely be the duty of the Gov-
ment banks to withhold a percen-
e of their holdings from use, ln-
od of appropriating a_currency
ity with which to defend lmm-
ves. It 1s part of the price that a
k Ivm to pay for deposit momy
tain percentage of it
t ready for payment on clll
e money 80 held s not a mere pas-
e guirantee of credit; it s an ac-
fuctor for the transaction of busi-
5. Mr. Fielding is, therefore, vlth-
wing his seven millions
d of ollateral deposit and vlrt\llllv
ng It 18 an asset in the active mar-
q a private bank.
huidred dollars on deposit,
est ninety and keep ten to settle
ediite calls, Mr. Flelding invests
huidred and  appropri
{l currency reserve, re
t I+ ilentically the same as if he
first placed his banks on what he
ds ag @ healthy basis, and then

g

thbb b

taken seven mmlonl from the reserve
and invested |

We come now |n Illr: effect on the
Dominfon currency, which loses a part
of its golu security. This currency is
unlimited. It is issued by the Govern-
ment only in exchange for specie or
8old coin, and will be {ssued in ex-
change for any quantity of gold that
may be presented, For the first $20.-
000,000 of it the Government has not
bound itself to hold in reserve the col-
lateral specie. It has deemed its own
credit for 76 per cent. of the amount,
or up to $15,000,000, together with a
gold reserve for the other 25 per cen
to be sufficient security, and the stan
ing of the currency been  well
maintained on that . As the
amount of the excess over twenty mil-
lons—the dollar-for-dollar issue—in-
creased, the ratio of the whole gold
reserve to the whole currency, of
course, rose, The last avalleble fig-
ures, those for May 31, constitute the
recor the total of Dominfon notes
in circulation was $37,912,206.68, upon

which the requisite gold reserve would
uu.ooo upon  $20,000,000, plus
.68, on the dollar-for-dollar

#12,206.68. The ratio of
required gold to currency |s about 60
t0 100. The ratio of the actual rese;
Is much higher, the
reserve of $3.871,06!
the ratio to nearly 70 per cent.
there have been many months under
the existing law when the total issue
was below the twenty million mark,
when there was no dollar-for-dollar
reserve, and when consequently the
Dominion was not required to main-
ore than the bare twenty-five
per cent. of gold reserve, In such a
period of shrinkage it will be seen
that the Dominion funds are actually
drawn upon redeem notes upon
which only twenty-five per cent. I8 ac-
tually held, and the Dominion credit is
very really called into play to malntain
the parity of the issue. It is therefore
Interesting to observe that it waa not
tin that the note issue touched
the twenty milllon mark, and
yond the use of the national credit,
while its minimum fluctuations went
below this point as late as 1806.

Since 189G the wealth of the country
has increased by leaps and bounds, and
nearly twenty million dollars in gold

a8 been put into government vaulls
to be replaced by the more convenlent
medium_of Dominion paper. The |s-
sue for Ma; already ltnled is close
on thirty-elght millions, and May Is
by no means a maximum month, The
minimum momh last year exceedeld
thirty millions and_ the minimum
month this year was $33,777,738. Ex-
perience shows that the lssue seldom
afterwards falls lower than in the
months of January and February.
With the sin . exception of 1804,
whose maxim! d minimum both
showed a rﬂrnu,do movenient of about
$700,000, nu  progreas of the Dominlon
currenc, been absolutely steady
from yi l r since 1890. There
is lherﬂm very little room to su) (l.lel

o
where lhu un!unﬂed portion of the Na-
tional currency will be but a small
part of the whol

But a man who makes a nation's
currency provides, not against the best
contingency, but against the worst. It
I- not enough that we nmn know that

the Dominlon is read redeem her
currency in the one umll-rable nlund-
ard of value, no matter how hal
get It when the day of
trouble comes ; we must also make
such a -howlnl as to convince the
world of ou o colnage
of the Domlnlnn must be such that It
cannot fluctuate by a fraction of a cent
from its nomlnnl gold value ; that fin-
anclal crisie, consecutive bad crops,
national mllmlnnlemen( it may even

for a time national peril, cannot
shake it. It Is vi ble that we
can carry on_our credit

But we cannot carry

figure as easily as we are carrying
the lesser to-day, and why should we

change ?

It is certain that no redi «tion of the

esent secure basis of the national
notes should be made unless there is
urgent reason for doing so; and we
confess we 40 not regard it as proved
that the government banks need an in-
dependent reserve fund, whic is the
only reason ascribable for the change
now in view, or that they have any
right to take it from an absolutely
outside source. We should, more
certainly hl‘!lLlh- to subscribe to th.
doctrins that the unfunded lssue
shoulu be regularly enlarged to th
size of the minimum demand. Ti
other financlal doctrine Is that the un-
funded issue, though tolerable in its
present limits, should on no account
be enlarged. The holders of this view
would sooner borrow seven millions to
guarantee the government bank de-
posits than transfer the amount from
the currency reserve, Some of them
would even like to keep In the treasury

y millions which Mr.

ousa b0 represent by only
¢ millions. They are
interest on  that

a
prepared to  pay
amount, 1II nillion per an-
m, urn ney rest
abeoluteiy on the velne of gotd rat
than in the smallest degree In Canada's
unsupported credit. This would cer-
tainly be better than to run even a re-
mote risk of exposing Canada’s cur-
rency to depreclation.

It ‘should not be forgotten that the
present government 1s exploiting Can-
ada's new-found credit rather gener-
ously. In a single session they are
guaranteeing the bonds of two great
rallway systems, and Issuing their own
bonds for a new half-transcontinental
ine, and now they propose to make
the credit of the country good for
seven millions more of its currency.
Except the government's rallways
bonds, none of these are ever likely to
become charges on the public estate.
They rest on the “passive credit” of
the country only, but the burden which
even our passive credit will bear is
limited.

THE WORLD'S PRODUCT OF
GOLD.

The world's production of gold ‘a
now reaching the normal amount; that
is to say, the average amount whicn
for some time was yearly produced
before the Transvaal war closed the
Rand mines. The Rand product for
June showed a large increase over

. and the production in the first
ths of this year indicates that

statistics available for the world's
gold production are those of the cal-
endar year, 1901, when the value of
the gold produced was $263,000,000.
This included $9,000,000 produced in
South Africa. So far as is known,
the gold production outside of the
Transvaal mines has continued at
about the same rate as that of 1901,
80 that the world’s production in 1903
should be uun of 1001, plus the In-
crease e Transvaal yield. Those
who are k«-mnx ose wauh uxum
this matter estimate that the
of nr\A gold this year will ~-lc<'w| 5“!1 -
00,6

'I‘hsrl- is no reason to believe that
there will be any materlal reduction
in the world's gold product for some
time. The output of the Rand mines
should increase rather than decrease,
and the enterprise of man Is constant-
1y at work to open new sources of sup-
ply. There seems to be cause to be-
lleve that the future gold mines of
Jargest production will be found far
fnside the Arctic Circle. Difficult as
it 18 to penetrate those frozen regions,
and more difficult yet to construct
lines of transportation there, et no
difficulties are too great and no “obsta-
cles too high to stop the courage and

e importance of the large Dmdut‘-
llon nl gold 1s seen when it Is real-
ized that all of the great nations nl
the globe are now upon a gol
‘The more gold there is, (he less wlll
be the talk about free silver. The
great output of gold in the last ten
years has indeed operated disastrously
to the sllver cause, to which Willlam
JY Ilrynn pinn - l ope of rel(‘hlnl

n
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tion of gold since 1800 has not only
checked the fall of pri hich had
been going on since 1873, when silver
nonetized, but mn caused a

ble rise In v
romay be lhuul(h\ of Dr.
Andrews' reason for the er into
which he was led. his recantatic
the free silver heresy is significant of
the great change In” opinion that hus
taken plac nd Is an assurance for
the future that tnere will ba 1o turn-
ing aside from the gold stan: It
may be sald, however, that Dr
drews’ er Wis not so ch one of
of the world's output
Was an unaccountable
The proposition to put
the United States on a free silver
n order that debtors might be
mactically to repudiate M per
of their lndﬂnmlnvnn by mak-
v dollar, in-
volved “a distinet muml Issue, which
a college president, nl all others,
should have been the first to perceive.

—Wall Street Journal,

An-

moral defect,

THE BTEEL IOUNTV

The Toronto News comments on_the
new steel bounties as follows:
ther explanation of the bounty reso-
lution brought down by Mr. Fielding
in the House of Commons seems to
show that the Dominion Iron and Steel
Company will be the chief beneficlary
thereof, Together with the Nova Sco-
tla Steel and consolidated Lake Su-
companes, it will benefit by the

uspension of the sliding scale feature
of the nhl bounties on plg iron and
steel Ingots.  But the Dominion Steel
Company will be the only one to be
directly helped by the new bounties
of §i a ton on wire rods, and $3 a
ton on the heavier classes of steel
plates and structural fron. The Nova
Scotln Company already enjoys a sim-
llar bounty on the lighter classes of
steel  ods, steel grates and structural
iron.  But, of course, will also derive
assistance from the protective duty of
10 per cent. on structural iron, which
was imposed some years ago. It is
understood that with the §1,500,000
provided by this week's bond Issue, the
Dominion Steel Company will at once
push to completion its projected struc-
tural iron bond rail and wire rod mills.
The foundations of two of the mills,
the wire and structural steel, are al-
ready lald, while arrangements have
already been made with German man-
ufacturers for the delivery of the ne-
cessary machinery. 'his  company,
when the new portions of its plant are
completed, will quit selling pig iron
and steel ingots. It will convert these
raw materials Into finished products,
and thus endeavor to secure the max-
imum profits derivable from the iron
and steel industry. It is stated that
the Dominion Company can be col
pleted within four months, so that the
management may be in a position to
1l 104 orders for finished steel pro-
ducts.

Some one at Ottawa has been figur-
ing out how much money the steel
company will earn under the new
bounties. On wire rod, from which
nails and hxlrl)l‘d wlrn are made, there
is no dut The Imports last year
amounted lo 0, lll) tons. If Cana-
dian steel makers can capture the en-
tire home market they will get a
bounty of $330,000. Canada Imported
about 195,000 tons in plates last year,
which are free and not made here.
The bounty on this amount would be
$84,000.  The total bounty estimates,
based on last year’ mporu. is in the
vicinity, of $500,000. robable,
—however, this will m)k bo- reached.
The Dominion Steel Company is the
only important one erecting plate, rod
and structure mills, and It is estimat-
ed it will do well to earn $3(0),
or the sum of $25,000 a month.

ln addition to IhB half-million dol-

ties on pig iron and steel ingots which
last year amounted to $350,000.  Be-
sides this, again, is the promised pro-
tective duty of $7 a ton on Canadian
steel ralls, to be levied so soon as the
manufacturers can turn them out in
quality and quantity to satisfy the
Canadian market. Taking bounties
and dutles together, It appears that
(he lo\ernmcm ) now committed to
lengths In alding

y. |

1a* shgnificant nm nr, B Brnjlmln
Andr:wn. who gned as president of
the Brown llnlveruu} because of :‘
advocacy of free silver in 1

ficknowledges in a public address that
he was In error. He excuses his er-
ror on the plea that he was misled
as to the wlnul of gold. He admits
that that was astounding mistake,
and says that (h- enormous produc-

lhe nn-cl companies.

me of the steel men, nevertheless,
IN_' not satisfied with what has
done for them, one of the foremost of
them bdnl quoted as saying that Mr
Fielding's measure is all right
lemponr’ expedient, but that it lIno(
of a sufficlently permanent character
to ensure the upbuilding of the iron
and steel industry of Canada.




