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The advantage, in favor of the chartered bank, apart from the
important consideration of its control of much larger means—
none of its capital being locked up in debentures—was approxi-
mately the difference between the banking profit on the amount
of its capital and the interest on an equal amount invested in
Government securities. In other words the chartered bank
would get the greater return from both circulation and capital ;
the free bank from circulation alone, its capital being invested,
by law, at a lower rate of interest.

This higher gain to be had from employing their funds in
their own business, also caused the chartered banks, as a rule,
to reject the encouragement offered by the Legislature so to in-
vest those funds in debentures as to make them practically a
permanent loan to the Government. And in a country where
the best bank profits were moderate, other investors were slow
and unwilling to engage in a form of banking in which the chan-
ces for gain were still more restricted.

IV.

In November, 1854, there came before the Legislature the
question of the renewal of bank charters, and the increase of
their capital stock. In this connection Sir Francis Hincks
admitted that the public had not shown any great disposition
to take advantage of the free banking law. He said further:

‘ First. He thought that the public wanted a large in-
crease of banking capital.

“Second. There was not money in Canada to furnish that
capital.

“Third. The country must get this capital from foreign-

ers, and the people of Canada would have to consult foreigners

as to the manner in which it should be done.

“Fourth. The country knew that no English capitalist
was disposed to furnish money to Canada through the agency of
private banks. But English capitalists would recognize the
large chartered banks, because these banks had been known for
many years as a safe means of investing capital. * * Capi-
talists had confidence in them, but they would not have confi-
dence in private banks established under a new banking system.
If the people wanted to increase their banking capital they must
do so through the existing banks.”
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