8 A GOVEBNMENT CUBRENCY THE BLST‘!
T has been stated very confidontly, and accepted
without much inquiry, that the fanction of issuing
cireulating notes properly bolongs tu the Gusernsient,
and that it would Lo much Dbetter for tho country if
ey weto to exerciso at. Tho sceurity, it 18 eaid,
would bo perfect, and tho profit realized would bo so
considerable, that a sensiblo relief from taxation
would reault, The<e statements are so plausible that
they are generally accepted without disputo, but when
it is conzidered that the system of redueemable guvern.
went circulation has nover been adopted i Europe,
~ud that it has never existed in America, there is sure-
iy sucient to make us pauso before finally accepting
the conclusion that theve is any inherenmt superiority
{a tho system, and thut it wonld be beneticial for the
~ountey to adept it.

There is this fundamental difference between the re-
decmable currency of & government, and that of a
lank—that to the bank, tho prompt redemption of its
potes is & matter on which s very existence isstaked.
Fatlure to redeem i8 ruln, to a bank, and nothing re-
wains for it but closing its doors. The strongest con.
ceivablo pressure is, therefore, put upon it, to keep at
all times in such a porition as to be able to redecin in
z1d whatever notes may be presented.  1tis the busi-
ness of a banker to watch his circulation from day to
43y, and to take measures from day to day in accord-
snco with the demands: on him for redamption.
Neglect on this point would be fatal; and, thaiefore,
higilance 1s never relaxed.  Itis an absaluto recessity
3¢ the business, and, being so, becomes habitual.

The Goveranment, on the othor hand, 13 under no
rach stningent obligation, kailure to redeemn would
ot impent 43 existence. It could, and would carry
onits fusctions unimpaired, even it its notes beeame
hiiredeemiable. No such coutingency as closing its
Joors is possible; and, therefore, no tinance miutster
would be stimulated to vigilance by the ter or of it
It must be remembered that circulating notes will not
bave currency beyond the limits of the countr; and,
therefore, thiere is not tho pressure to maintsin ther
credit which exists in the case of debeutures, which
srelargely held abroad  There is the same stimulusto
maiutain these in full credit that exists in the case of
the circulating notes of a banker; for failure to pay a
foreign ereditor would bo fatal. Holdersof deb ntures,
therefore, though nominally on the same footing as
the holder of 2 government note, bave in reality a far
\tronger sceurity. Failure to pay their dewnande
would Ve ruinous to tho credit of the country, but
(ailure to redeem circulating notes would be o purely
\wlernal difliculty, to be got over by political arrange-
wents,

1tisnot to be supnoscd that a government depart-
ment could or would exerciso such constant vigilauce
15 18 necessary to Feep tne supply of specie always
conformablo to tho demand forit. The contractious
of the currency, 60 often attributed to tho voluntary
sction of baukers, are in reaiity the result of a natural
cagie operating in o thousand channels, witich are be-
vond the control of any mac. or any set of men.  The
reserve of epecio proposcd by tho Act is quite inade
quste to meet the coutractions which will certainly
take place when tho scason comes round, and it is not
atallan improbable contingonucy that the Governnent
may have notes pourcd in upon them for redemption
st fome particnlar scason far beyond their power to
meet.

What, i such a contingency,would the Government
0! The reply, of course, will be, that the reserve of
debentures must Le used, and money raized on them
tomeet theemergency.  But it need uot be said that
such debentures are not always to Le relied on for that
purposc. Inatimoofcommercial pressure,even ifitwere
20 more than such as prevails at present, debenfures
eould neither be sold nor bypothecated, tn which ‘case
the simplo course open to the Government would be
ta suspend, by an order in Councl, pagment of the
circulating notes in specie.

With this possibility ever before tho bolders of
sz¢h notes, it isnot to Lo sopposed that they will com-
wand the unquestioned contidence which the notes of
thartered banks do. It is & question, under the infla.
eace of tho rame posslbility, if the banks will be found
willing to hiold any cousidcrable portion of them as
areserse.  Thoy will certainly not bo willing, unless
larger reserve of specie is hield by the Government
than is required by tho Act: in fact, unless they can
e that tho Governmont, in addition to the reserve
beld on necount of notes in circulation, holds olisr
for dollar in specie for the notes in tholr vaults. For
tmay bo at any time v ry ar conveniont to seud
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gold out of the country, in \vluch case tho natural
courre would be to exchiange Government notes tor
gold.

A conssderation of the wholo subject tonds {o ralse
the gravest doubts whethor the Government can work
it. The redemnption of circulating notes is a diflicult
and delicate busiuess, and {3 so intimately connected
with other munotary operations that it is questionable
whether it i» possible to carry it on {ndepeudently of
them It §s not unlikely that the burden and care of
redemptlon, after all, would fall upon the Government
Bank, and tho whole schemo may end, it redemption
iz Kept up at all, fn a wmero fulling back upou the old
circulation of the Bank of Montreal, Wo say, if re-
demption §3 kept ap at all; but thero are those well.
Infouned on the subject who are convinced that the
schemy, 1 persevered in, must end In an irredeemadle
curteney,

Such considerations as these have doubtless had
weight with the statesmen of Europo, and prevented
the cstablishment in thelr respectivo countrics of a
system such te has been lately inaugurated.  The ad
vantages to be found by it are apparently so great,
Lhnt wWe Moy b sure 3 would, beforo this, have been
put into operation if feasible, and the tact that it has
not, shoutd be suflicient to warn us that inherent Qifti-
culties, if not insurmountable embarrassments, have
been perecived to attend it.

Now that the Act i3 passed, we wuppose the experi-
ment, to some extent, will be tricd, but we carnestly
{ru-t that it ;may be canied no further than the hmits
already imposed Lot no bank be foolish cuough to
covet the honour of 1ssuing Government notes.  Let
the issues of the country, apart from thosc of oue insti-
tution, 7o on as before, and it is possible that the Act
in tirne may become a dead letter,

FRER TRADE vs, PROTECTION.
CORRESIONDENT scads us a letter, advocating
"t a protective policy for Canada, which, at his re.
quest, we publish  We caunot, however, allow it to
appear without endeavouring to expose a fow of the
errors into which our correspondent has allowed him-,
seif to be led.

Tu the fivat place, wo deny that the “ grand maxim
of the free traders' §s refuted, as he says, by the course
of trade on tho Irontier  Taking the article of bu tter
to which he refers; all that the United States imports
i3 elthier consumed in that country, or exported to
toreign markets. If exported, then it might just as
well be sent direct from Canada, thereby saving to
the farmer the duty paid for the honour of seuding it
ria Boston. If nceded and consumed by the New
Eangland mechanic, then we unhesitatingly assert that
the price of butter all through New England, and in
overy part ot thie United States where the price of but-
ter is ztlected Ly its value in the manufacturing dis-
tricts, has been jncreased to tho consumer by tho
amount of duty imposed on vhat imported from Cana-
da. Wero the duty to be abolished to-day, Canada
butter would not advauce ous cent, whereas thero
would bean immediate decline in the pricoof butterin
he arhets of the United States. 3t is evident that
tho price of any article, in 1 country which does not
produce a sufiicient quantity of that articie to meet
the wants of con,umers, must advance to the point at
which tho same article can bLe imported from other
countrics, 1t makes little difference what tho defi-
ciency may be, that deficiency must be seade good
and at the cost only of the consamer.,

In the second place, our farmers would not get one
cent a bushel more for their grain, were the surplus
forexport reduced to 2 fey hundred tiwousand bushels,
jnstead of the millions of bushels now grown above
thoneeds of the country, for thoprico obtained forthe
surplus of any commaodity, must regulate the homo
price of that commodity alike whether the surplus be
greator small  And itis idle to talk of the saving
that might be effected to the country by bringing the
consumer apd tho producer side by side. By increas.
fug the cost of labor, and of every single commodity
which the farmer bas to buy, his profits are reduced,
and the protected manufacturer grows wealthy at the
expense of tho class to which Canada, cssentislly an
agricultural couatry, must always look for its pros.
perity.

Furthermore, our correspondent points, as a proof
of the soundness of the policy he advocates, to the fact
that in tho United States there has been, as a general
thing fc the last fifteen or twenty years, a proteotion
tariff, anQ that with jt the country Las prospercd
beyond sl precedent.  Wo admit tho facts, but dooy
the conclustons drawn therefrora,  The Guited Statex

has grown wealthy through the multitude of its
natiral resourees almost fnspite of legislativo inter-
ferenco with trade, and the enorimons rapidity with
wlioh the stream of population has set towards tho
Western farming lands, and away from the roanuface
turing centres, is, wo take it, hardly to bo considered
tho best reazon in the world for taking from the agri-
cultural population, whose hard Iabour creates the
weajth of the country, the wherewithial to enable rich
manuficturing corporations to pay cuormous divie
dends to tho stockholders, and to give them, by means
of their wealth, such an influenco in the Goyvernment
of thie country as to bid defiancotoali who would wish
for a juster appostionment of the burdens of tuxation,
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FIE maintenance of the Bank of England dizcount
l rate at 10 per cent., while it has dtsappointed
many traders, is undoubtedly to bo aseribed to the
determination of the other Banks to strengthen their
reserves of gold aud Bank of Eagland notes, That
they are right in so doing cannot be denicd. For many
yeara past the trade of tho country has been earried
oun with too small a reserve, and we aro now paying
the penalty It will be well for our future if the Banks
coutinuo to act on this prudent principle, and resist
the temptation which the Bank Act of 1831 undoubt.
cdly ofiers to trust almost exclusively to the Bank ot
Eugland in times of panic.  Jt is remarkable that, in
#pite of o1l this pressure, the trade of thoe country keeps
up so well. The fact that for so far this year tho trade
i3 tho largest on record is an abundant preor that the
recent panic was a money and credit one, and not a
commercial one.  Uf course, this large trado requires
2 large capital to carry it on, and prevents any great
reduction in tho value of monoy, such as was experi-
cnced after the crisis of 1847 and 1857, I givo the
declared value of the exports for the month of June,
and also for the first six inonths ot the three last
years:

June Six Months.
1863 £14,620,000 192,688,000
1835 .. . 13‘.".!7, 74,129,000
1864 ..., 13,979,000 98,048,000

1 givo also tho computed real value of the fmports
for the month of Junc, and for the five tirst months of
these years:

June. Five Menthe,
1858 ..., £23,295,000 £92,0 '30000
1865, ..., w., 000 09,433 3 ,000
18640 393(7‘) 77,112,000

The most important items in this great increase are
furpistied by the cotton trade, and 1 givo first of all
the exports of cotton-yarn and of manufactured cotton

for yarn, and for the sir first snontls ¢f .heso years:
J Six Months,
£37,099,000

an e .M
25,939,000

I next give the computed 1eal values of the raw
cotton imported in June and in the five first months
of the Jast three years:

June, Five Months,
3 £9.103 000 £48,898,000
1865 . 8,215,000 17,1£3,000
1864000, 10, 8.1" 000 29,341,000

The following table gives the declared value of the
exports to British North America:

June. Six Months.
196 ..... £33 22,423,000
1865 ....- 220,000 1,392,000
18G4 424,000 1,916,000

The returns from the Bank of England for this week
are as follows:

Amat. Inc’ae.  Dec'se.
AL ME e
The Public Depasits 3,490 672
Tho Othier Deposits...... 17,339 ceee 803
The Gov'nment Sce'ties. 10,123 300
The Other Sccuritics. ... 28,667 vees 1%
The Notes in Circulntion 25,529 257

The Bulioneesces.ceesrs 13,763 . 77
I'lie Reserve... 323

‘Thieso returns arc of a negative character, and indi-
cato that there bias really been very little chiange since
last week,

The returns from the Bank of France arc more
favourable, and there is again a further addition to
the very largo stock of gold in the Bank As com-
pared with last week, the figurcs are as follows:

seasne

Increase. Dccreaso, |
Ali! Francs, Al Yrancs.
The Treasury Balance. .. .. vene ces
Current Accounts.. . b 3-bthe
The Advances.eseses . 1 1-5th
The Commerclal Bill .0

ThoNOteS ceve veveeann
Tho Cattlecaciianacns cans




