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tion therewith. The bank has reason to believe that
when the advance is made it will have to meet an adverse
palance at the clearing house of $1,500,000. It does
not wish to disturb Canadian borrowers, so it calls loans
in New York and lodges the money with its New York
correspondents.

Then it tries to sell New York exchange in Mont-
real and Toronto—that is, it offers its drafts on New
York in exchange for ‘‘legals.”’

But it happens that the other banks do not wish
to buy the drafts at this time. So the only thing to do
is to ship gold to Montreal. The bank’s agents or cor-
respondents in New York take gold certificates to the
sub-treasury and receive ten-dollar and twenty-dollar
pieces. They are boxed up and sent by express.

Next day they are in Montreal; and the bank,
perhaps, has them delivered to the receiver-general. The
packages are verified, and the receiver-general gives the
banks $1,500,000 in $5,000 Dominion notes. This illus-
tration shows how the amount of American coin held in
Canada tends to increase.

Sometimes it happens that gold has to be shipped
to New York. The customers of one of our banks may
have imported a large amount of American goods. They
ask the bank for loans to pay off these debts.

The loans are granted and proceeds placed to credit
of the borrowers’ accounts. Then the borrowers ask for
drafts on New York for remittance to their creditors.
The bank’s account in New York has not enough funds
to meet the drafts. So it tries to buy New York funds
from the other banks, offering ‘‘legals’’ in exchange.
But the other banks have no New York funds to spare;

and it develops that gold must bé exported.
kes its large $5,000 Dominion notes to
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