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rThe Caî îad ian BIankilig System .- i.

T ~HE Canadian Bankers' Association bias renldered go
-~service to the study of econemnic science i Canada Iby

undertaking the publication in tîmeir Journal of Dr. Brecken-
ridge's work on Il The Canladiau Banking Systeini." That
sYstein is in many important respects suai generis. Tt bias, of
late ycars, attracted a great deal of attention iii the United
8tates,, which lias a banking systeun ahinost as different froîn
that of Canada, s;o far as the issue of currency is concerned,
as5 it could possibly be. The currency plan adopted b)y the
Alierican Bankers' Association at Baltimore last October
einhodies, several features of the Caniadiani system, and somne
of theni h~ave been pressed on tbe attention of Congress by

'ecretr Carlisle of the United States Treasury. Dr.
Brcerjg' treatise is therefore extreînely opportune S50
fatr as bis own country is concerned, and it will be heartîly
iV'elco1fled iii Canada as the first systematie accounit of the
geneslis, evolution, and present working of our niechanismn of
exclbange.

It is needless to say that the work is nainily listorical,
or tha thlisý fact is wvbat "ives it its retsvautohet-

(lent Of econoinies. It is comparativecly easy to becoune fairly
\'Vel' acqulainted for practical pur-poses wîth tbe w orking of a
'Ystnof currency lt aîy selected stage of its developnuc:t ;

't s etreiey dfliulttoformn any cllear idea of tbe aiu
iýtepsi in that, developinent, uuot te speak of the conditions and
circumstanccs which, caused then te be taken. Varions
passages in the bistory of tlîis systein bad been dealt xvîtlu
liY others before Dr,. Breckenridgye began luis labors-inet-
ably by the late J aines Stevenson, President of tlîe Quebec
B3ar& and Honorary President of the Bankers' Association
-but sncb nionographs as bave hitherto appeared are diffi-

cult cf access and fragunentary in treatnient. To tbemn, as
Wvell as te inany public documents, Dr. Breckenridge bas
been largely indebted for bis facts, and lie bias bad the good

enete encumiber bis pages withi numnerous and x-ery precîse
eferences to bis v aried sources of information.

The size Of the work under ieview precludes the possi-
bilitY cf republisbing it in a single numîmer of the .Jouvital,
')lit the editors amnncumce tîmeir intention te continue it
througb the remaimiing quarterly numnbers cf this year, and
te issue, if need be, an extra nuunber in order te comuplute it.
Th"5 notice is limiited, therefore, to tlîat portion cf the trea-
tise, Wluicli brings the luistory clown te the uunioni cf Upper

armd Loiver Canaýtda under omie Parliamnentau'y jurisdiction, anid
desnet toucb iii any xvay the bauuking liistory of Nova Seotia

or NevBrunswick.

.Quite natur'ally the inost interestiiig part cf Dr. Breckeni
iidge'S xvomk is tîmat i whicli lie deals witbi wlîat tlîe ordin-
amy Obser.ver. kioxvs least ahiout the begiiumnng cf tlie 'y-steiii.
Tt, early bistoî'y, as is the case witb n'îest institutions, lias
the chiarin cf novelty, and tlîe added fascination xvhicb a
8truggîe for, existence always exercises,, on tluose wbe wisli te
'ec hoNv difliculties were overcomiie amnd lîow success wvas at

11tacluieved. The first atteiîpt te estalîlisli a Il bauîk of
48e"iii Lower Caniada was mîade iu Montreal iii 1792- tîme

Year in Nvili tlîat Province wuîs establislhed under the Con-
stitutional Act of 1791. No legrislative charter ivas ex-cii
asked, but tlie proinoters of tîue scîmeuume proposed t<i carry omi
the folloxving kimîds cf bankimug business :(1) To receive
deposits ini cash ; (2) te issue notes iii excliage foi suclu dIe-
positýs ; (3) te discount bills and notes cf buandc; and (Q) to
facîlîtate businuess by keeping cash acceumuts wjtîî tChose wbe
chose to ernploy the muedium of the bank iii tueir î'eceipts
.il Paymnits. Tley prc>posed aIse te establislî agencies at

(lifferent pcuiuts, iîucludiuîg places iii tue tîme i new ani alïnost
"iuîsttled sis.1ter 'Proxince cf Upper Canada. Tîmouglu depesit

cf *'n Was cairiecl cii cnrimg tue mext few ycars, mie bauuk
* issue, un spite of several attemnpts te establisb one, caine

ilto existence prier to tîîe eutbreak cf the War cf 1812-15.
-Armnybills, 1 bearing interest at six per cent., were issned

by the (lovernmeiit ais a war currency te the ainumît cf
"early $5 000,000. These weme rnaintained at par, noe (lubt
Partly by' the riiet a neet u aly lsob

nak1 cm receivable for public dlues, amud inaking tîmein
at Vertible ùîite cash, or inte Governîinent bills cf exclîange,

1 loe ftIapid redenîption cf these Il Arniy bills " after the
f te %var caused great incenvemiemîce by the contrac-

liofa very useful circulating meuecîm, and thle demiamud
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for currency becaine so urgent that a banking conpany,
without legrisiative authority asked or granted, put in opera-
tion in Montreal, in August, 1817, the first Britishi Anrieri-
can bank of "ldiscount, deêposit, and issue." The naine select-
ed for the institution was the naine by whicb it is still
knowvn, "lThe Bank of Montreal," wIhich, after a continuous
career of over seventy-seven years, is now one of the great
rnonetary institutions of the world. In 1818 the 'lQuebec
Bank " was organized at Quebec, aiso as a private associa-
tion, and in the saine year a second bank was established in
Montreal under the naine of Il The Bank of Canada." AI]
tlhrce were, in 1 S21-22, granted separate charters of incorpor-
ation by the Lower Canadian Legisiature, the avowed object
hein- Il the a<lvancemient of agriculture and commerce and
the promotion of the prosperity oif the province." The char-
ters were madle to expire iii 1831, and they eînpowered eachi
bamk: (1) Tii hdld reul estat to te i value of $4,O00 yearly
and no more ; (2) to sue and be suel as a corporation -(3)
to issue proinissory notes intended to circulate as inioney and
payable on deinand in goldi and silvet' coin curreiut by the
laws of the Province ; (4) to reccive deposits and to deal in
bi1 s of exchangre, proînissory unotes, gold and silver coin and
bullion, and i pledged stock ; and (5) to hold nortgages on
real property as security for debts to it eonitractcd iii the
ordhnarv course of its (lealings, but îîot to lenci on, or pur-
chase thei. The ainount of interest each bank igb-lt (le
]nan(l or receive was uiot te exceed six per cent., and the
directors were madle individually lialile iii case the aggregate
<lelts of tlîe bank excee(le( thrice the paid up capital stock.
Ail the provisions, to secure note bolders under our prescrit
liking law are absent fronu these charters -(1) the limita-
tion of nlote issue to the paiul up capital of the bank, (2) the
double liability of the sharebolders, (3) the preferential posi-
tion of the notes as a lien on alI the assets, and (4) the
g-uarantee fuîîd înaiiîtainecl by the Governnuient for the re-
deinption of the notes of any liank tîmat inay have te suspend
specie panents.

Quite early the Lower Cauuadian baiks introduced the
practice of establishing biranchies, thouglu they did not hold
theunscîves bouîîd to redeein their own notes except at head-
(luarters. They also accepted ini part paymient notes and
other claims agamust otlier laîks, and a systei of weekly
.settleints was establislied by the practice of offsetting and
the payînent of bialances iii specie. The Bank of Canada
înceurred disciedit as far' back as 1820 by refusing to pay in
dollars its notes anîd cheq1ues, whcn presented liy o)ther lianks,
and ollerîuîg for thein Imaîf-crowiî pieces, wlîîch, ont accounit of
being nîuclî worn, were (>vervalued by the law of the Province.
In retaliation the nk of Montreal refused te acecept

e< 1ues on the Bank of Caniada, and< afterwards extended its
refusaI to nuotes. Thle business of the latter bank began te
declinie, and b)y the time of the expiration of its charter in
1831, its business hiad been entirely discontinucd,

Tt was iiot tilI tue renew aI of the bank charters iuî 1830
tluat tuc issue of notes by otbers than chartered banks xvas
prohibited by statute. To issue a proinissory ilote for any
ainounit, payable te licarer on deiand, is the conumnon law
privilege of any onc wvho chooses to exercise it, but the
Loxver Canadian Legislature, in extending the charters of
tue Bank of Montreal and thc Quebec Bank to 1837, for~-
bade on penalty of forfeiture of tlîe ainounit involved, that
anly note payable to liearcr, or under the value of five dollars,
sbould lie offered or given iii payniemt, except sncbi notes as
mnight' be issued by ls<nks incorporated by law in Lower
Canada. In 1833 a niew bank was incorporated lIy special
charter, Il The City Bank," with luead quarters in Montreal,
the charter to expire, like the othecrs, iii 18:37. The political
troîublm,- of that and the followin 'g year threw the xvbole, sub-
ject into confusion, and it was not tilI 18:38 that the charters
würe renlewed by the Il Special Counicil " wvhichi t.ook temupor-
arily the place of the s;uspeiided Legisiature. The renewed
charters wvere to expire iii 1842), by wbîcb. date, as a miatter
of bistory, the niew Legîsiature of the Province of Canada
had been orgyanized under the Union Act of 1840.

The firstatteinpt toestabliîsh a liankef issue iii lpper Can-
ada xvas mnade in 1817, but it xvas neot till 1819 that the
charter of the 41The Bank of King.ston " becaine law. A <le-
lay in procuring the necessary capital gave an opportunity
to residents of Toronto and vicinitv to obtain au, Act Of
Parliaient to incorporate "lTme Bank of Upper Caunada,"
whicli belgan opeiations in 1822. The Governinent of Upper
Canadla xvas anthorized to take 2,000 shares of stock, anou lit-
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