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Gresham's Law.

The ovt'i'valiii'd metal—the niptal that is rii)f really

vvortli what the mint says it is—will then stay in the ennn-

trv or even pour into the eoiintry from outside; the under-

valned metal—the metal that is worth more of the other

metal than the mint will give for it—will leave the eoiin-

try. In other words, where two metals eirenlate as stand-

ard nuniey, had money—money not intrinsieally worth the

value stamped on it—drives out good money—that which

is worth the face value stamped upon it. This principle

is known as Gresham's Law.

One does not, however, have to igo to a himetallie coun-

try to see the operation of Gresham's law. This can be

seen among ourselves. It is common experience that a five

dollar gold piece gradually loses a slight fraction of it«

weight through abrasion—so that a gold piece ten years in

circulation is appreciably lighter than one which is fresh

from the mint. Now wholesale .jewellers get a large part

of the gold used in their business by melting down sover-

eigns or other gold coins. Evidently they will have more

gold ff they n-elt down the new coin just issued from the

mint. Here again the old light coin is allowed to remain

in circulation, because owing to abrasion it is no longer

worth (piite the value stanip<!d upon it, while the new

heavier coin, the gold in which is worth the face value, i.<

melted down. "Had money drives out good."

Here is another case where Gresham's law might come

into operation among us. Suppo.se th-^^Pominion Govern-

ment were in financial difficulties and were unable to give

you gold in return for Dominion notes. What would hap-

pen ? Why, tlii.-;—whenever a piece of told was paid to

vou, you would hold on to it, hoard it up for a rainy day.

because it would still be good money, you conld still get

what you wanted for it, whether the Unminion Gnvern-

ment became bankrupt or not. 'n other words, you would

withdraw the good money from circulation while yon

would pass on toother people the Dominion notes received


