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every respect preferable to the foregning. Yt would
still be open, however, to the grave objection, that ita
cubstitution for the present system would inevitably
produce a financial revuleion: and when in operation,
it would be without anv facility of expansion reguired
by the incidents of our seasons; it wou'd be far more
difficnit to work; be exposed to greater risk of incon-
vertibility ; vive lesa secnrity to depositors: and nro-
vide no better uifimate secuiity to note holders. 1If it
led to the establishment of small local banks. these
would be exposed to all the evile previonsly referred
to. [f the experience of the National Banks of the
United States is pointed at in this conneetion, I may
observe —and it is & fundamental point ju the question
—that the currency of that courtrv ir not now on a
gpecia basis, and has not been gince the National Bark
Act was passed, No argument can, therefore, be
drawn which is applicable to the circustances of
Canada.

¢ After a careful study of the caures which have led
to the far'ure of our bunking institutions and of the
course of action which those tailures snggest, both for
the public interest aud the safety of creditors and
stockholders, I have come to the conclusion that,
while it would be most irexpedient to introduce any
radical and fundamenta! chanves in our hanking svs-
tem, it would be highly destrable were improvements
and wndifications introduced in tha following im-
portant particulars. to which 1 humbly crave the at-
tention of the Honorab'e Senate: X

“First—As o the qualification nf Directore. I be-
gin with this, becanse it is in 1he directorate that the
ersenitin]l power and character of the Corporation con-
sists. 1t is obvious that it is a matter of fundamental
importance to secure for the governing body of the
corporation thase who have a large pecuniary interest
in its proeperity. It is 1 think, turther obvious that
the qualification for the cuntrol and goverument of a
corporation with large capital should be greater than
that required for the government and control of a cor-
pioration with a sm~l capital. 1 respecttully ruggest,
fheretore, as the fir-t measure of amend wment, that to
remedy the evils which have been found to arise from
a weak directorate, the future qualitication for a direc-
tor of a chartered bank be the posgession in his own
namls and right, ot at least oue per ceut. of the capital
stock.

‘ &econdly -1 conceive it to be a point of fundamen-
fal importance in the munagement ot a joint stock
bank to acenmu'ate and maintam a considerable re<t
orguarsntee fund  The Fanks of Canada, until recent
years, all fell into the serions mistake wt vari .u times
of dividing nearly the: whole ot 1heir reserve tand
amongst the shareholders. in the shape of bonuses,
(‘alculation wilt shew. that, had th+ varous sums
which were thusinjadiciously and improperly diviaed
in the case of the two banks which have iailed, been
retained and invested, a sufficie: t sum wou.d huve ac-
cumulated 10 huve saved them both rrom suspension
) rec mmenrd, therelore, that a bank be probhib ted
from di-tributing to its stockholders in any ove year
wote ti an 8 per cent. of its profits. until 1ts rest or re-
eerved fun» reaches 25 per ceut of its paid-up eapital,
alter ull bad and doubtful debts have been provided
for; an 1 that, should this reserve be infringed on tor
the purpose of Keeping up the dividend, the amount
be ara:n made good.

“Third—I w -uld prohibit thereductionof the capital
ofa bank nuder any circumstaunces  The reduction o1
the caprtal  f the banks in Canada has been proved to
be productive of great evis  Inrtead, theietore, of al-
lnwing xuch a measure, when the capirtal has been im-
paired by losses, I would give powers to the Directors,
#and make it imperative to call upon the stuckholders
jor a sufficient amount to 1esture the capital to the
original amount  Que effect of a provi:ion ot this
kind in all probability would be, that stockholders
would take a deeper interest in the atfuirs of their cor.
porations than they appear generally to have doue, at
all events, when affuirs seemed prosperous.

* Fourth—The returns regeired from the banks have
undeubtedly exercised, to a certain degree, a correc-
tiveand restraiming influence.  This might, 1 conceive,
be considerably increused, and it would be of great
Penetit to the public and to t e customers and stock-
holders of the ba: ks if 1t were 8o. 'I'he returns of tue
Lauk of France, 1 submit, might be adopted with ad-
vantage as a model upon which to trame the returns
vi the Banks of ( anada. 1 make no turther suggestion
in detail, but submit that bud the bauks for 1he past
ten venrs been required to state separately the amount
of their oans tu m rchants, and men of business;
their loans 1o railway or «ther coiporations; their
loans on tecurity ot railway bouds; debentures, stock,
&o and their loan to the Government; disunguish
ing sruch as were due and over due; and such as were
secured by real esiate, 1, in addition, the banks had
been required to show what they owed the tovern-
meut, as distinguishied from other depositors, and
wiiat their foreign acvents, as aistinguished from other
bankers, it is certain that much mischiet would have
been checked 1 its beginning, and more weunld have
hee'n prevented (through tear of the returns) alto-

ether.

B Fitthly -The privilege of circulation ought certainly
to be cuntinued, but it might be an advantage to re-
strict it to the umuunt of capital and government
securities.

“ sixtuly—The banks should be required to hold 20
per cent. ot their demand tinbilities 1u specio or legal
tenders, and +o0 long as the, do this to prevent pubiie
interests eufferivg by any bank jealovsies or hostilities,
they ¢hould bLe bound to receive all current notes un
depusit. provided the same weie daily redeemed.

¢ deventhly—In cuse of its becoming necessary to
wind up the afluirs of a bank, the intesests ot creditors
should be paramouunt. and the stockholders be called
on 1o make gooud any deticiency to the extent of their
liabitiry without delay The ubove smendments are
all 1 would suggest with regard to exi-ting wrpora-

-tions; but as respects uny to be created in futwe, 1
submit that the followiug regulations as 1o capital
wight be adopted in addition.  Let no bank be char-

tered in the cities of Montreal, Quebec, Toronto, 8t.
John or Halifux, having a smaller capital than one
million dnllars, and let the maximum capital for any
such bauk at no time exceed four million doliars. Any
bank Jocated at any other town or city in the Domin-
ion, should have a capital of not less than one million
dollars, but this should be the maximum as well as
theminimum  But if the population of any such town
or city increase to 40,000, the maximum might be en-
larged No new bank tu commence business until 20
per cent ot ita capital is actually paid up and deposit-
ed in some chartered bank, to be approved by the
Government I do not suggest that the power of cir-
culation should be bestowed on any new Hank at ouce,
a8 no vested interest would be disturbed by withhold.
ing it for a time, and circulatiou does not neceasnrlli
expand with the progress ot the country. A pew ban
could without difficulty make arrangements with an
older oue, whereby its issues could be used to mutual
advantage, in the same manner that many country
banks iu England, n.'warrsuge with the Bank of Eng-
land  After its stability was proved, the privilege ot
circulation mi. ht be granted i

1t the foregoing suggestions were carried out, any
circulation, other than that f the banks, will be un-
neces~ary, as the country will possess a well secured
system otissues, perfectly adapted to it< circumstances,
and 8 banking system as carefully guarded against
abuse as it is possible to cuinpass.”

Mr. Dallas considers that banks should retain a
certain p opostivn of their circulation in specie or
equivalent, as a security to note holders; and that
they should publish so explicit an analysis of their
assets and liabilities, as shall clearly indicate the
general soundness or unsoundness of their position
from time to time. He objects to the adoption by the
bauks of a Guvernent circulation, either in the form
of a simple legal tender vote, or & bank note based
upon Government bouds, tirstly, that, in order to ob-
tuin the muney to pay iu the one case for the circula-
tion, and in the other for the Government securities,
it would be necessary for the bauks 80 to contract
their loans to the pubiic, as to produce a resuit little
short of ruin to the maunufacturing and commercial
community ; sud secoudly, that 8 Goverment circula-
ton would lack the power ot periouical expansion
uecessary iu this countiy.

Mr. Woods.de states that for the requirements of
the couutry the present system works well, perhaps
better thau any other would have doue, and louks
up n it as a dangerous thiug to experiment with what
Lus auswered such a good purpose, aud ran the risk
of getting sumethiug not 80 good. He is opposed tv
a Governmeut circulution, aud guotes Leorge Walker,
Alexunder Mamiltou, anu dir Kobert leel, to prove
the dangers and evils incident tv auy echeme iuvolving
such circulation.

air. Caugsols does not believe that legislation can
svert the ilt consequences of reckless or unsuccessiul
baukivg. but thinks as regurds the cur.eucy, it is the
especial province of the Legislature to place it upun a
sure aud sound basis. Lie¢ states that the opinivn
is gaiuing grouud that the currency thould be secured
by the re-ources of the Doiwiulon. lie suggesis the
attainment of this object by restrictivg the circula-
tion, and compellmg tue.bauks to invest a large
amoubt - say one-half—of their capitulin Govervment
debentures, 10 Le louged with tbe Governmeunt as
security for the uote hulders. Heacknowledyes, how-
ever, the serivus objection to the udoption ot such a
plun that it would compel the banks to reduce their
busiuess, which couid not be done without inflicting
injury upon the commerce of the country.

Mr. Morton considers the presvnt laws regulating
banking and currenc, defective, aud suggests the tol-
lowiug ameundments, viz.: To place all the bauvks on
an equal fouting, by abrogating the Proviucial Note
Act; to abolish the ** Circulation Tax,” and cancel
the rule which cumpels banks to hold ten per ceut. of
their paid-up capital stock in Goverument securities;
to compel ail banks issuing notes to hold Government
securities (say ior & convenient name, ‘* Exchequer
Bills,”’) not bearing interest, equal at all times to say
oune balf of their ¢irculation, to muke the circulation
a first charge agaiust the bank’s estate in case of sus-
pension, and the exchequer bills to be applied at ouce
to its redemption, care being taken to preveut a con-
version of deposits into circulativn during the period
ol suspensiou; to enforce tbo double liability of share
holders within » certain limited period; to renew all
existiog bank charters tor eight or ten years on these
conditions, vew chaiters to be subject to the same
provisions ; to muke the exchequer bills payable
to the bank buying the eame, not to be tians.
ferable, anu to be repayable in specie at such points
as may Le deemed advisuble, the Mipister of Finauce
to Lold Governwment debentures and specie in certain
proportions for the redemption of these exchequer
bilis; to give the Goveynor in Council puwer to lend

Government debentures to any chartered bank, inany
sudden or unexpected emergencr, to the extent of &
certain per centage of their paid-up capital, (n securi-
ties of an undoubted character, the amount so loaned
to be published weekly in the Carnada Gazette until
repaid; and to make certain alterations in the *‘ state-
ment of banks”’ publi-hed monthly in the Gazeite,
as that each should be required to furnish a balance
sheet on a given day of the month, that sterling bills
should appear among ** bills discouunted ** until paid,
instead of being charged at once to their English cor-
respondents; that the item of ‘ notes and bills dis-
counted,” should be amp'ified 1o a certain extent
80 ag to render the position of the banks somewhat
intelligible, instead of including as now over due
bills, bills in suit, judgments, cash credits, and debts
considered irrecoverab e, as well as current mercan-
tile bills, and that especially shou!d loans effected and
maturing in Canada, be distinguished from those ma-
turing in the United States and England, that balances
due to and by banks should show Canadian and
foreign balances separately, and if the Provincial
note act be extended or continued that the Provincial
notes in the hands of banks be distinguished from the
specie.

Mr Stevenson writes in favour of the present Cana-
dian system, under which all the banke except the
Bank of M/ ntreal are conducted, inasmuch as it has
been tested by many generations, and experience has
proved that it has not been found wanting in ad-
aptations to the requirements of trade and commerce.

Mr. Vezina writes that it js very d:fficult to prevent
regular or irregular crisis, which must neces-arily
take place in coniequence either of the contraction 011
displacement of circulation, or owing to politica
causes, and that the Governmeat, in its wirdom, will
never be able to stop a crisis like that created by 1he
suspension of the Bauk of Upper Canada and the
Commercial Bank, when institutions of the same kind
shall exceed in a similar maouer the hmits prescribed
to them by law, and ditregard its requirements ec-
acted for their protection. To avoid the repeiition of
such crisis, however, he suggests legislation requiring
bona fide subrcription of not less than a million of do',
lars, asd solvency ou the part of shareholders, 8o that
their double liability might readily be enforced in case
of need; that directors, especially, be solvent, and
their qualifications be in proportion to the importance
of the affairs of the institution they represent; a re-
serve fund in dus proportion to the capital, one-tenth
to be invested in Government Debentures; a specie
reserve equal to about one-fourth the noter in circula-
tion, and one-seventh of deponits; a periodical inepec-
tion either of the oryanization of the banks or of their
daily action, or of the preparation and publication of
their fl.anciul statements; as equal a distribution as
possible ot the public funds between the monetary in-
etitutions of the different localities, in order that the
means of accommodation to trade be not lessened at
auy time by the collection of duties; »nd, lastly, an
arrangement of the currency so as to tacilitate the re-
demption of notes in circulation and tha re-payment
of deposits.

Mr. Paton does not think any legislation can pre-
vent 1he recurrence of such events as the failure of the
Commercial Bank and the Bauk of Upper Canada,
but he is of opinion that Government may aid greatly
in giving the country a sound system ot banking, and
one adapted to iis trade and commerce, by granting
charters only to bauks with sufficient paid-up capital,
say not less than $1.000,000 by taking measuies to
ascertain that the capital has been paid up before the
bank commences bu:iuess, by limiting the number of
brauches in proportion to the paid-up capital, by re
stricting the amount of lLabilities in propoition to
paid-up capital, the specie and Government Securities
beld, and by requiring the specis reserves to be main_
tained in prudent proportion to the liabilities of each
bank. .

UNITED STATES COIN.—Dr, H. R. Lindermann, the
Director of the United States Mint, reports in his state-
ment for the month of March, depos.ts of gold to the
amount of $92,614.84, ahd of silver to the amount of
$23,986.81, in all, $116,480.16. The gold coinage was
$199,000, all in double eagles, and $5,650.16 in fine
bars, making a total gold coinage ot $205,650 16. The
silver coinage was $24,621.71, nearly al] in dollars and
half dollars. The nickel-copper coinage of one, two,
three, and five cent pieces, was $123,520, making a
total coinage for the month of all kinda of $361,691.87.
The whole number of pieces coined is 3,475,366,



