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Moutreal, during the recent panic, avajled itself
of the vantage ground thus o btained ; &= abilit
to.de so, if disposed, must be admitted hy »
bankers in Outario to be an element of anxiety,
and as such prejudicial to the interesds of our
Considering the very extemled and
t¢ relations which the the Banks aof
Optario sustain to the general intervsts of the
country, I consider that the effect of the Pra
vincial ko(c Act upon those interésts must
be in almost direct proportion to its effect
the banks, which have stated above!
ta have been prejudicial. A further injury I|
consider that the general interests of the coun-
7 have sustained, is the very serious!depletion |
M which has undcubtedly résqlted from
the operation of the Act. The present Monthly |

bave induced very gendral ruin upon the Pro-
vince of Ontario. I consider that, while no
legislation can be devised to prevent entirely
the recurrence, under a combination 'of un-
faveurable circumstances, of what is kiown as
a commercial crisis, still the security of the
holders of bank notes . can be renderedl sufli-
ciently valid, if not ‘absolutely perfpct, by
requiring the banks to retain a certain propor-
tion of their circulation in sgecie or its bquira-
lent ; and by further requiring them to publish

bilities as shall clearly inlicate the general

soumdness or unsoutdness of their position |
|

from time to time. 1 consider that wuch an
improved return would have saved the late
Commercial Bank fiomp saspension, aud in the

Bank Returas reguired by thd Government dp| case of the Bank of Upper Canada, if the same

a0t afford any information as to the amount of |
je held, as distinguished from Provincial
notes; but I confidently hazard thd opimon,
that this amownt is not more than n;:---{mu of
theamount held by them previous to 'the enact-
ment of the Provincial Note Act. 11 one maa-
ner alohe there is reason to sdppose that these
notes have taken the place of gold tothe extent
of fully one million dollars. The congparatively
independent position, already referred to, as
having been attained by the Bank off Montreal,
enabled that institution to urge upon the banks
of Ontario the holding of a certain/amount of
Provintial notes, on terms which ' precluded
théir being employed a - cash, until notice had
been given for a fixed time. Of ¢otrse specie
was given by these banks to the Bank of th-n-
treal ih exch nge for the Provingigl notes so
.MM, ahd the amount of ~|~'4'it‘ 80 p.\ill, I te
lieve to have been fully =1,000,000, Had the
banks refuse to comply with ¢he proposal of the
Goveniment Bank, it is impossible ' to soy
mm latt-r might not have resorted t9
expedient of refusing the notes of all banks
declining to comply with its jroposition. |
am, of course, not prepared to say that this
?m would have been followed ; but the fact
i the Government Bank having be¢n in a posi-
tion to adopt snch a m-asure, in Wy opinion,
igfluenced several banks to comply with their
réquest, in regard to the holding of Pravincia
notes, ' The course of settlement of balances be
tween the Bank of Montreal and the ptherbanks
; wequent to the passing of th¢ Provinelal
fote Act, must also have 'ipevitably tended
18 withdraw specie from the country. In the
coyrse of business, the ddily balnees

5“'0'!!1 the banks are constantly fluctuating,
abd in this way the Bank of Montreal will
dbubtless owe pther banks one day, while the
Bext it may be a large creditor of pther banks
Now, when the Bank of Montreal owes other
hnk_l, it will invariably (except | when somu
special and rare interest affects its] poliev) pay
ig legal tender notes, hut when any other b nk
OWes the hank of Bank of Montseal, it must
PBY the latter in legzal tenders or gold, and_ it
must he agparent that for some ‘time subse
Quent to the passing of the Legal Tender Act
the Oﬂl"_ Banks could have had nollegal tenders
“,P‘.V with, and as a consequence must have
"'the le;;vf Montreal in gold} which gold
Ver, could never have been régnined from

“0. B&nk of Moutreal except at ity own option.
It it is urged that the position attgined by the
Bunk of Montreal, by its adoption of the Legn!
Tender Act, could easily have be¢n sécured by
aay or all of the other banks, | ply that
while theoretically this is true, "'.U'Yh.l”\ it
would Illn\‘e be~n impossible of atthinn ent. At
the period of the adoption of the Legal Tender
System by the Bank of Montreal, the Government
of Canada was indebted to that institution in onhe
Way or another, to an amount about e ual to
1ts circulation, and consequently mo curtailment
;’”'ﬂh* to the, public was required to be made
y u!’ Bank, to enable it to providle gold to pay
u"‘y"}'tmment for their Legal Tender notes.
h‘ it is to be remarked that in onder to enable
t Bank to make the advances to the Govern
:‘m how referred to, it had previonsly eurtailed
37y largely its loans to the public in the present
aft Vince of Ontario, Had the other Banks
fempted to adopt the Legal Tender system,

~ urtailment of their loans tp the public
ich it would have been necessary to 04&( in
T'to procure the gold to pay.thv Govern-

Wpat. for these notes, would, in my opinion,

result had not been attained, the stofipage of
that bank wculd have beea effocted at an earlier

| date, and before its assets had been so rifine usly
| impaired as they wery at the date of its stop

‘m-_’v, _\!_\ objections to the a option by the
anks of a Gevernmént circulation—whether
in the form of a simple Legal Tender note, or
a bank note based upon Government bonds,
which the Baaks would be "'"'l"’" d to hold
to a1 amount at least pqual to their cirtylation,
are two: First, —That in order to olfiain the
money_to pay the Government, in the one case
for their Legal Tender notes, or in the nther for
their bonds or debentures, it would be gecessary
to contract the loaus jof the Banks of Ontario
to the public,’to an ¢xtent equivaient to the
amount required to be paid to the Government
for such notes or‘dehentures. ‘lhis anpount 1
estimate at about seven millions of doljars for
Ountario, and I consider the withdrawal of this
amount of cash capital from this Plovime
would be productive of little short of universal
manufacturing and colemercial
while the | rices of produce would
ceYtainly be materinlly reduced. And second-
ly—Suppose the change from a Bank to a
Government circulation once effected, the latter
would unavoidably lack that power of periodi
cal expansioi which the industries of this
country A!"ll!‘l“tl, while the r'lll}‘ mode of pro-

rein to the
community ;

viding for such expagsion of a Government cir

culation—namely, by periodical creflits fron
the Government, or the Government Bank, I
consider in the highest degree ohjectipndlle, asx
placing the interests of the banks, anil throngl
them, of the business community, at the dis
posal of the Government of the day, and in all
probability, practically of one man.

ﬂvlJI('. Morton, Secretary lo the Trustees of
the Bank of Upper Canada.- I helieve the
causes of the derangement were these :—The
suspension of the Commercial Bank ; the im-
putations cast upon the Ro al Canadian; and
a feeling of uncertainty in the public mind as
to the policy 1be Bank of  Montresl was likely
to pursue. The alarm was very mwuch agera-
vated by various flying ramors of harsh inten
tions on the part of the last n ymed institution.
Ini so far as public confidence in the stability of
the hanks was Hn]v'lvrv-l, it has been restored.
The confidence which business men Jost was
not with regand to their stablity, however, but
with regard to their power to sustain mercan-
tile credit as welf as their qwn in case of need.
In this respect, prablic confidence has not been
completely ré tored, and, in my judgment, it
cannot be until the future banking poli y of
the Dominion is fully and permanently ascer
tained. Attempts have occasionally been made
by bankers to follow rigid rules that a certain
fixed proportion of specit should be held ag 'lllld
circulation and depaxits at all times and| under
all circnmstances ; but so far as I am aware,
such rigid rules have not been f und to mark
snccessiul Lanking administration in Canada
The amount to be held invariably resolves itself
into a question of «prudence and foresight on
the part of a good banker, having in view the
profit as well as the safety of his bank.

I believe the Provincial Note Act has been
highly prc;u-lu‘ml to the tine mu»r.mt\ of the
country. Any profits derived by (.u\(-vnment,.
from the circulation of these notes, has, in my
heen far more than e unterhglanced
by the injury the Act has caused to thé trade
and general banking interests of the country,
more especially of the Province of Ontano.

Amongst other evils, its operation places one

||}'I|ll"".

-

tank in antagonisng with the others by a differ-
evce of interests, reponsibilities, and position.
These differences ale so great as to intensif
the danger of crises in all periods of

d- i ression.

_ I consider the present laws affecting Banking
and the Currency dglective in several impor tant
elements. 1 Inaswuch as the b nks are allow-
ed to create ¢urriry practically without re-

| strietion, afd are uot required to give any secu-

rity whetsogver to the noteholder; the var.ous

| safegmards intioduged into the Bank Charters

so explicit an analysis (of their assets and lia-
| for the protectiox of notebolders are utterly

unavailing for any:such pw . 2. In that
the banks derive all or almost all thie profits of
the circulating médium used by taxpayers;
which profits legitimately belong to tax-
pavers themstlves, or in other wards, to the
Government. 3. Because of excepfional legis-
lation touching the€ currency, regarding which
but one imnvariableirule should, as far as ‘:-i-
ble, prevail; the €xceptional legislation being
that which places **legal tenders” in competi-
tion with hank nofes.

Having due regqrd (@) to the position of the
barks, (and especially the western banks) and
what may be ca’ai their “ vested rights}”
(b) the securing of the noteholder, who cannot
be expected tp exévise judgment a4 to the sta-
bility of the hanks, but must take &s currency
that which is the anly representatisg of curren-
ey ; (c) the mequirements of trade in » young
countiy, where alcertain expansive power in
the circulation seefus necessary for its dune de-
velopment } and (#) the necessities of Go e~
went, which demand an economicsl adminis-
tration of sl the public affairs for the proper
protection of the!taxpayer; 1 helieve the iol-
lowing amendments m the present laws might
be made with mtich advantage to the lauks
and to the Government, without interfering
with the gc-lm}nmse and banking of the
country, eithier abrujtly or to any rerious ex-
tent. 1. Place all the Lanks on an equal foot-
ing by abroydting the Provincial Note Aet. 2.
Abolish the * Cittulation Tax,” and cancel the
rule wh.ch compes Banks to hold 10 per cent
of their paidiup gapital stock in Government
securities, . 3. Cémypel all hanks issuing notes
to hoki Governmght securities (say for a conve-
vient vanie, * I gchequer Bills") nci bearing
interest, equal if-amouvnt at all Umes to say
one-hall their cigmlation. 4. The cirenlation
10 be a first charge agaipst the bank's estate in
case of suspensioh, and the exchequer bills to
be applied at oncd 10 its redemy tion ; care Lemng
taken to pre ent a conversion of. deposits into
circulation  durig the pericd of suspension.
5 The double ligbility ‘of shareholders to le
enforced within & certain limited period. 6.
All existing bink charters to be removed for
eight or ten yeas on these conditions. New
charters to be sulject 1o the same provisions,
7. The exchequef bills to be made payable to
the bank spplydg for and buying the same.
i hese documents not being translerable, and
to be made repagable in specie at such points
as may be deemed advisable. 8. The cash re-
ceived by Govertiment for these exthequer bills
1o be applied in Jaying off the ficating debt,
and in redeming injerest bearing debentures,
9. The Minister of Finance to hold tbehtolloi-
ne availatde torithe redemption of these ex-
:vll.t-«pwr hills, vig:~—{(a.) Bay for the first ({a_-
000,000 Gdvernngent debentures redecised, in-
cluding the flosting transiormed into that
shape. (b)) For! the next §1,000,000, not less
than one fourth fn specie ; the halance not held
in specie 10 be hekl n Government debentures

i. % {e.) For all over §6,000,000

to be redeemw< | :
ndt less than nng-hull in syecie, the halance in
Gobvernment delientures to be redeemed. 10.

1be Minister of Finance to sell Government tie-
bentures 80 redebmed for the purpese of keep-
ing up the quot§ of specie or of meeting pro-
bable demantls, When such a course shall be
advisable by the Governor in Council. 1L The
Governor in Coutitil, in case of any sudden or
ncy, to be authorized to Jend

unexpected eneh
Go r,rmnenl .Mxtun‘ to any of the chartered

banks to an éxtéht vot exceeding — per cent of
their paid up mﬁiul. wun certain specified secu

rities of an un lgabted charscter ; the amount
so loaned tn be piblished weekly in the Canada

Jazetle until repaid.
S—— (:k continued.)
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