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not. When tlic proceiw of note ifwui- in uiialyxeil it will •»

foiiiul that it rt'Hlly is only a particular variety of (leposil.

in which tli<> depositor of values with the Imnk receives pro-

missory notes insteail of book credit.

Definition of the Bank Note.

"A Imnk-hill or note is a non-iiitorest-bearinK olilipition

payable to hearer upon demand, in lawful money, title to

wliich passes by delivery. The value of such note depends

upon the financial credit of the hank issuing the same, the

special provision of law for its redemption, the security

set apart for such purpose, the fldelity with which such

laws arc enforced as to redemption, the charnc'ter of super-

vision, and the degree of conservative hanking thereby in-

s„r,,,l _('oinptroller Hepburn, Annual Report to Con-

gress, lSf)2 (page 14).

Importance of the Bank-Note to New Banks.

The function of note issue, though not csseuti.".' to a

hank, is nevertheless very important historically, ai. ; thus

deserves our careful consideration. In the early history

of the banking .systems of different countries, as well as in

the early history of most individual banks, there was a

time when either the banking system or the individual bank

was too new, too untried, to secure the public confidence.*

Many people still feel that since the interest paid by C;ana-

dian" banks on savings deposits is almosi universally threi'

per cent., the savings depositor may as well put his money

into the safest possibb institution. This need not ni>oes-

sarily Ije one of tne largest banks, hut usually the depositor

will think it is.

Here is where the importance of tli.> function of note-

issue comes in. If the State, under what the Americans call

its
'

' police power,
'

' permits the new bank to issue, with all

* In new communities, too, there is very little surplus saved

rp, as money or capital whii-li is not in active use. Thus deposits

't such a community are small, and dc not remain in the bank for

oag periods, as in older districts.


