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pushed out, the average of losses from the:
business being-so high, and they have certainly
done damage to their customers, There can
be no good in reversing the natural order of
things. When a trader wants to borrow the
naturnl course for him is to go the man .who
has money to fend, and explain his position
and security.  And instead of aiming to borrow
as mu-h as possible, it should be his ambition
to borrow as little as he can possibly do with,
Let him build up o character for prudent
dealing ard he may depend upon it that his
legitimate wants will be supplied at all times,

If Banks bad a mutual good understanding
it would prevent one institution being played
off against another,  Better terms are some-
times'songht, The demand in some ¢nses may
be legitimate enough. In other cases when
the demand is for more money or less security,
it may be refused in the customer’s own
interest.  Avother Bank may be applied to in
such a ease. The spirit of competition may
then prevail to the extent of breaking down
reasonible safeguards.  Managers of branches
need gpeeinl care in this divection.  To take an
account from another Bank by offering or
conseniing to better lerms is often deemed a
fine achievement, deserving special recogni-
tion by the Directors. But Bonvds of Directors
by this time have learned to eslimate such
achievements at their true value, If T were to
put on record the amount of woney the Banks
have lost in this way it would run up into
willions.

Bankers wonld find it to their interest to
Imve that sort of common understanding that
will make it finpossible for a customer to leave
one Bank for another except on equal terms.
Tae checks and restraints of prudent Banking
should be so common that any customer will
understand that he cannot get rid of themn by
changing one Bank for anotber. There will,
of course, be preferences aund repulsious,
likes and dislikes, A Banker may make him-
self so disagreeable and unrensonable as to
malke it diffienlt to do bnsiness with him,
Other Banks in that case will have the offer of
accounts on. pertectly equitable terms; and
will be justified in taking them, What is
specially deprecated bere, is that ‘spivit of
ambition to extend business which will lead to
its heing taken on unsafe terms, or the allow-
ance of rates which are unprofitable and un-
rensonable.. Aun association of Bankers, like
that of the United States, for the furtherance
of mutual intevests would be of great advan-
tage both to the Banks and to the‘public.

U will now take the liberty of making a few
remarks on the subject of reguiring all’ Banlk
note issne to be secured by Goverument de-
bentures,

As the Bank charters have still six years to
run, this ean searcely be considered n practical
question at present,s It may however, be well
to give the subject consideration forsome time
beforehand. A few remarks, therefore, may
not be out of place, especially as it has.been
prominently brought forwnrd by the President
of onr leading Bauk,

To begin wilh, it is well fo remember that
this is not n new subject. [t wag exhaustively
discussed in Parfiament and throngh the press
sixteen years ago. ‘The Government ar that
time brought forward a measure for the - cover-
ing of bank notes by Government bonds, but
after disenssion, spread over two years, the
measure was withdrawn ns- unsuitable to the
circnmstances of the conmtry. The system of
bank circulation estublished among us has
been the growth of forty or fifty years, and
las spread its roots inte every department of
business.: It could not be radieally altered
without serious disturbance to - our commercial
interesis. The cass is not that of considering
what is the best theory on the subjeet, as we
might do in establishing a Banking lnw for a
new territory.  Ounr Bauk circulation, whatever
its merits or demerits may be, is already estad-
lished, Tuis is no reason why it should not be
modified ov jmproved, or even, if need ‘were
shown, abolished altogether.  But all must
fcknowledge that to bring about & fundamen-
tal alteration in the ‘whole Bruk note system

of the countty Is a matter that should not be
entered upon without weighty and pressing
reasons. The gravity of the issue may be
inferred from the fact that to carry it out must
necessarily involve a large diminution in the
supply of wmoney available for the mercantile
community.

There may be differences of opinion s to
how many millions or tens of millions 1his dim-
inution will umount to, But the diminution
will necessarily be sufficiently heavy.to make
itself felt in a scarcity of money. This may or
may not be an unmixedevil ; butitis certain
Lo transpive, and due weight and consideration
should be given to it by the publie, This may
not be a sufficient reason in jtself for allowing
things to remain as they are, for if we were
troubled with sueh rotien issues as formerly

_prevailed in the United States, and by which

untold losses acerued 10 the people, almost any
sacrifice would be cheerfully made to get a
better system. But it cannot be said that the
bank currency of Canadw is now, or ever has
been, on such o footing as this. On the con-
teary the losg suffered by the community during
the last fifty years by the failure of banks to
redeem their issues bas been but a small frac-
ticn,

"T'he ense may be summed up as follows :

On behalf of alteration and the compelling
all banks to cover their issnes by Government
bonds, it is claimed that a currency thus
secured would rest on a solid basis, would cir-
culate in all parts of the Dominion at an equal
value, and if the issuing bank fuiled would be
promptly redeemed. ’

That for the banks to lend large sums of
money-to the Governmenl would prevent the
necessity of borrowing abroad to the same
extent, and would create a home market for
Government securities.

That it would prevent the establishment
of ephemeral and unsound institutions that ave
ennbled to earry on husiness wholly by means
of the facilities circulation affords them.

That it would be a benefit to the Banks

themselves to lessen their power of muking |

loans by means of circulation. Such loans,
0 easily contracted, leading often to infiation
of p{'ices and loss both to the merchant and the

ank. .

That the system has been long tried in the
United States, nnd has proved of great value
in providing & sound currency, in which the
people have perfect confidence, circulating at
parin all sections of the country.

Itis sometimes said also—but this i3 & mis-
take—that the circulation of Great Britain is
based on thig principle. . -

Against such afundamental alteration as is
proposed, it is argued : Tirst, that as above
stated it could not be carried out without s
heavy diminution in the supply of money for
mercantile purposes.

That the disadvantages, whatever they may
be, of the present system, have not been so
serious s to-call for a remedy involving such
grave consequences.

That Bank nofes are suficiently negotiable,
for all practical purposes, in every part of the
Dominion, and are now as secure as they can
be made (even'in the way proposed), by reason
of their being eonstituted n preferential lien on
the asgets of the Bank. . )

That the system of Bank circulation, subject
to conslant redemption like that of Cannda,
is the only onc that provides naturally and
ensily for the expansion and contraction of
circulalion necessary in an agricultural com-
munity.

That a system of fixed issues, which provides
neither for contraction nor expansion, has proved
a serious detriment in the United States, lead-
ing to unnatural scarcity of money at one tinue,
and unnatural redundancy at another.

It is urged, tao, that the Banksof the United
States are all loeal institutions, each one com-
plete initself and without branches, and thata
system which may be readily and easily worked
in that country, might lend to serious practical
difficulties in "Canada where Banks bave nu-
merous branches. . ’

It is pointed out further that this

is a ques-

I

tion that.affects country. districts rather than
grent monctary centlres; that our system - of
Bank circunlation . is the one conducing to, the
greatest ecgnomy of capital, in doing the busi-
ness of & sparsely setiled couniry, where capi-
tnl in theshape of money is not by any means
sbundant ; and that the conditions of circulation
s so radically different in monetary centres and
out-lying communities that no argument can be
carried from the one to the other. )

With regard to preventing the establishment
of unsound institutions, it is contended that
the responsibility of this rests with the Govern-
ment, and thatit could be fully secured by
legislation similar to thatof Sir Robert Peel’s
Banking Act of 1844.

I am aware that rejoinders could be made to
some of these arguments. But it cannot be
denied that this is a very grave question, affect-
ing, as it does, the whole mercantile and indus-
trin] community of the Dominion, and that it
shonld be dealt with in a cautious and econser-
vative gpirit. It is not the condition of things
in this city or province only that must be con-
sidered. Banking is within the spherve of the
Dominion Government,_and the interests of
Ontario, of the Maritime Provinces, and of
Manitoba, must be looked at, and that in view
of the futnre as well as the present.

Before the time for legisintion comes, many
circumstances may have transpired of which we
are now in ignorance. These may allect any
conclusion that we my arrive at.  But my
present impression is, without committing my-
self or the Bank to details, ov in faet, definitely
at all, that this country would do well, when
the time comes for legislation, to follow the
lines of Sir Robert Peel's Acts of 1844 and 1845.
On this basis the whole banking system ot
Great Britain has rested for the lastforiy years.

“These Acts dealt with the circulation, first, of

the Bank of England ; secondly, of the country

Banks of England and Wales; thirdly, of the

Banks in Scotland and Ireland, and its pro-

visions deserves attention whenever the subject

of bank circulation is discussed. [ With

regard to the country Banks of ‘Lngland, it

was provided, first, that no new Banks chonld

be established having the right to issue notes ;

second, that existing banks should continue to

have the right to the extent of their average

circulation in the three years' preceding

the passing of the Act. The country Bank

circolation is still carried on in England on this

basis, and returns respecting it are periodicatly ,
published. The total amount of such notes in

circnlation.lust Febraary was £2,986,000. It is

an utterly erroneous notion, thongh somewhat
prevalent, that the Bank of England is the only

Bank in England that issues notes.

1L, Tn Scotland and [reland, as in England,
no new issning. Bank can be-established; but
the Banks weve allowed to continue their ciren-
lation on the same basis ng the country Bunks
of England, with the additional proviso, how-
ever, that any Bank might issne beyond the
three years avirage on holding gold good for
the -excess, This the Bauks of Scotland and
Ireland take care to do; and have praciically
continued their issues as before. The circula-
tion of the Irish banks, according to the latest
return, was :£6,224,000. Tl circulation of the
Scotelh banks was £5,378,000.

IIL. The provisions of the Act with respeet
to the Bank of England are worth studying,
For though we have no Bank in Canada corres-
ponding to the Bank of England, onr Govern-
ment issues notes which are a legal tender,
like those of the Bank of Lngland, and which
are redeemable in gold at the Government
Treasuries. Reeognizing the fnct that a legal
tender note, which ecannot be refused, no
matter how large its amount, regnires tn be on
an excepfionally secure basis, the Act provided
that the Bank as heretofore might issne 1 otes
16 n certain amount fixed by the Act asninst
Government securities; but that ihe w'o'e
excess should be represented by gold in 18
actual possession. To secare this latier u,
department of the Bank was created, whose
sole funciion is to give gold for netes and rotes
for gold. Sir Robert Peel's Act, it was sup-
posed, would accomplish many things which



