
INSURANCE & FINANCE CHRONICJLE. D~crMIERr, r844.

ed on these unpaid preniunîis, and deductcd froni thef
gross assets, but wlîether this is aniytliiing like a suiffi-
cient deduction is very inuch doubted. One of tIre
things to be rcquired by tic propDsedl new statenient
blatnk is the statement of the actual cost of collection
beloniging to deferred and uuicollected preininis. lhat
the diminution will bie shiowni to lie a good deal mnore
titan twenty per cent. w~e have nîo doubt whîatever.
WVhule, theî, as stated at the beginuing of tiîis article,
credits in some forin atîd to soine cîcteut are and will
cotitnue ho be a necessity, we subitit thiat the neanrer
a company cones to niaintaiîiing its business o11 a cash
basis, the more satîsfactory tlîat business w~ill be, tire
cleanier its assets and the stronger iu every way. An
Increasing rather than a decreasiîîg percetîtage of n-
*paid preinins is at least riot a very encouraging ont-
look.

CANADIÂN FMNCE ANqD CURRENOY BASIS.

On the i5th October we pubislied an article oit tue
ahove topic, which hias excitcd widespread interest iii
Great Britain, wliere we have reason ho afflrm its cffect
was salutary at a tinie wvhcn special efforts were being
made ho throw a, shadow over the credit of Catiadian
flnancing and securities. We have beeti favored by a
letter thereon froni the manager of a protninetit financial
institutiotn in Scotland, of wvhich the following is a
copy

«« have read with much interest the article upon' Canadian Financc
and CurrencyàBasis 1 in the INSURANCE ANI) F INANCE CIRoNJCL
of x5th Octaber. Mie subject is one ta which I have given son
thought. 'Me law in regard ta currency and Dominion notes seems ta
be contained in chapters 30 ta 31 of the Revised Stattutes af Canada
.1886, and thel Canadian Blank Act iSgo jappears ta regulate the issue
af batik notes. bly reading of these Acts, so far as they relate ta gold
and cu-.Tency payments, is this: that 1 paynîents ' mn the Iawtul mone)'
of Canada could apparcntly lie inadc : i) in Btritish sovereigns,
(2) ini gald eaglcs af th,: United States, (3) in Dominion governimcnt
notes, or (4) in Canadian bank notes. In canisidering the provisions
af the three Acts rcierred ta, it inust flot be forgotten that they are
.Acts orthe Canadian Parliament, and that under the Blritish Narth
Arnerica Act, j867, forming the Dominion af Canada, exclusive
legisiative authority is given ta the 1'arlianient of Canada ta pass
laws relating ta the currency and cainnge, the issue ai paper nioncy,
bani~kng and the incorporation af batiks. W'e hav-. therefore, have wc
not, ta take the risk af the Canadian Parliament V.assiiîg lawvs idvcrEe.
ly affecting. the ctirrency ? Mie article in the CitRoNicLE says that,
' Canada conducts ail bier financing an a gald hasis,' and a little'
further on that « na gold coins have been rninted for Canadian usv
and ta regard ta legal tenders, ' these arc the notes ai the Feder..
Governrent,' etc. But, for sec uring the redeniption..af thcsý notes, the
Minister of Finance and Receiver General lias oni> ta hold an amouint
of gold, or in gald and Canadian secutrities guarantced by thc gavcrn.
ment of the United KIngdonî, equal ta flot less than 25 per cent. afute
amount of sncb notes, at leastis per cent. beinghceld in gald. If I ani
rightinwhat I have written, I aminatsure that ican go quite sofar a
the wziter of the article when hie says that Canadian currency is cquiva
lent ta sterling-"

Trhe writer concludes his letter by some renîarks
on another matterto which wve will refer before closing
our reply. lu regard-to the enquiry: -"IHave we not
to take the riskt of the Catiadian Parliament passing
laws adverseiy to the currency ?" let us say frankly
that such a risk is run by ail who invest ini consols or
handle any forni of British curreticy. The British

l>arliaincnt lias rcdutced iiterest on coisols froni 3 to
21/, and it iniiglit, it lias full power to repudiate thei
altogethier. It iiiiglit also declare ail uiotc issues void
atid wvcrtiîess. But sueli risks have no effect %vhat-
ever, tlicy arc nierely spectilative. V/e inust take the
record of a country and people itîto accouint iii sucli
inatters, and for Canadians and Canada this can be
said, since currency %vas kiiow~n ierc, it lias alwvays
been redcnîaiblc in gold, ruîd lias ixever failed to be
redeeînied in ..;)ecie, save during a few %veeks-iîî the
war Of 1837, just as Bank, of Engiand specie paynîents
have bieet suspcnded, tcnîporatîly, ;ni suich tinies.

*rerisk our correspondent refers to is as reniote as
anytlnn g can be, it is a risk those wvho kîîow Canada
neyer di eaux of iii thieir glooiniest moments. It is.
quite truc~ that dollar for dollar is not lield for 'lLegal,
rt-nders,' ito nation cver did have such notes so pro-
tected, tl.e necessity does xîot exjst. 'Thle B3ank ot
E tngland lias about 75 millions of dollars of notes iii.
circulation iii excess of its stock of gold, thxe security
for which is the saine as is hieid for the Legal Trenders
of Canada for sucli aniounit as exceedýs the gold stock
held by the issu crs, thiat is, the Governuxent. WiIi
our correspondent deny that British currency is o11 a
goid basis because it exceeds the stock of gold hield to
provide -for its reciemption ? He certainly would flot ;
why thien should lie decline to accept our mtaternent
that Canadian currency is based on gold, on the mere
ground thiat dollar for dollar is iiot held to protect our
Dominion nîotes ? If lie hiolds that a gold basis re-
quires every dollar issued ini notes to be covered by ait
equal stock of goid, lie niust therefore hold that no
currency iu the wvorld îiow is or ever was on a gold
basis. Trhe government of Canada by Act of Parlia-
ment is bound to redecîn its notes ini gold, it does SO
every day, and tha t obligation and practice is a demnr-
stration that the national, tic Dominion note currency,
the legal tenders of Canada are 'l equivaient
to sterling." Duriing tie Amnerican Civil war, the
wvhole business of Canada witlx the States ivas done in
gold erxcusive/y. Our banks lield large stocks of gold
in New York to nieet their drafts in that centre, aîîd
ail payrnents by Arnericans to Catiadians -%vere mnade
ini gold. Yet duriiig tlîat tiîne tire currency of the.
State -%vas in greenbacks, whiciî wvere oftcn at a very
large discouxît. No strotiger evidence of our currency
being on a 'lgold basis " could possibly be furnished
tlîan the fact that for somte years wve maintained our
currency on thiat basis in dealing with America during
the whoie tinie that specie payments, -vere suspended
in that country. As to the nxote issues of the banks,
they are redeemabie in goid or Dominion notes ; if the
latter are taken,they caîx be almost instantly exchaîîged
for goid, sa, of the bank issues, it is absoiutely the
truth that "'Canadian currency is equivalerît to sterl-
ing." No payment can be forced, upon a creditor iii
Canada in any form of money wvhich is not redeeinable
in gold--that fact, 've subuiit, is incontestable proof of
the currency and the finance of Canada being " on a
gold basis." Sucli is the la-%v of the land, and not one
single instance ever occurred in Canada since it had a
currency, of any payment being tendered. in. any


