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poHcd to tlio BimkH that thoy .should consfnt to give np their issues of smull notes
uuder 84, wliich should in futtire con-sist e.\<'hisively of Dominion nf»te«. I further
proi>os<?d tlmt instoiid of holding tlieir reserves exctlusively in gold, tliey sliould

hold one-jiidf, or never less than (Uie-tliird, in Dominion not<^s, it being under-
stood tlmt the (lovtrnnunit would not issue tlio denon.iniifions between 8'>(l iind #4.

The Government on its part agre(»d to al)andon the tax on bank issues, and idso tiie

reciuiroment that tim banks should hold government securities to the extent of one-
tuntli of their eupital. 1 may obsfsrve here that the tax on bank not<^s was the only
one imposed upon the banks l)ytlie Dominion Parliament, which never ent('rtain(>d

for a moment the itlea of taxing l)ank d(>posits or baidi cai)ital, nor, indeed, ami
aware that such taxes are in)posed in any other country but the United States. It

must be borne in mind that the ('anadiau bunks are not n-tpiired to iiold any special

percentage i»f their circulation and dc^tosits as a re.servi;. Stntements are made
monthly t<» the (rovernment, and puldisluid without delay, but theam<mntof re.serve

is left to the di.scr(>tion of each bank. The Dotninion legal tenders are reihsemable
in gold by Assi.stiint Heceiverdrenoral, at Montreal, Toronto, Halifax and St. John, N.
B. It may bt> .suppose»l that .such an nrrangement woidd be fouiul inconvenient, as the
Toronto notes are a legal tcnuler at Montreal, Halifax ami St. John, though only
redeemable in Toronto. In practice no inconvenienect has been felt, and though
I think a .single oftic(' of redempti(m has much in its favor, there seems nf> prob-
ability of the present arrangement Iteing disturbed. The Dtmiiniou $1 and $1 notes

are cinndatetl to tiie extent of about thre(> millions of dollars, but the larger noti'S are

kept by tlu» banks exclusively as reserves. The agijregate (rinndation (»f Dominion
notes is about .$1 1,2()(>,()(M>. S7,2()0,()()0 are bas»;d on Government securitie.s, and for all

the issues exceeding that If uit, the (lovernment is re([uired to lu»ld either gold

or bank deposit receipts, the latter being only ])ermitted when the gold is in

excess of the ptu'centage recjuired by law, widch varit^s from 2o per (rent, upwards,
increa.sing as the circulation increases. Tliere is not the .slightest tiuidency to infla-

tion in the Government circulation. The; banks naturally issue their own fives and
foui's in preference to the Dominion small Jiotes which onl}' circulate to the extent

of the jMiblic tlemand. The large notes ar<> not kept in ex<!ess of the recpiirements

of the banks. The eliiet point of ditl'en.'nce in our .sy.stem from yomvs, is that the

banks are aliowc'd to circulate notes to the extent of tlieir paid up eapibd, at their

discretion, and you will observe that the assets held against that liability, in excess

of the reserv<s con.sisi of " bills discoiuit(>d." The National Bank as.sets, held

agrtin.st their bank note liability, consist of (rovernment bonds depo.si ted with the

treasury. This will explain the objection (uitertained both by the banks imd the

public, to the various in'opo.sitii)ns made from time to time to substitutt; Govern-
ment ."Securities for commercial paper. Another important ditlerence in our .system

from j'ours is tliat ueaily all our banks have a large; numl)er of bninches and
agencies, while your practice; is to have no agencies. I note this dit1'eren(;e in our

.systtnu from yours, without attempting to di.scu.ss the merits of the two sy.stems.

The agiiicy .system nece.ssitates vigilant in.spiH'tion, and certainly has its w'eak

points, thongli it has likewise its advantages. A ccuisiderable bu.sinciss is done by
advances on warehouse reeeij)ts for produce purchased in the vicinity of the agen-

cies and delivered at <)ur c(tmniercial capital —Montreal. Our banks deal largely in

foreign exch:inge, and have nearly all London correspondents, whih' two ov three

have olfiees of their own in London and Xew York. With r<'gard to the relations

between the Government liud tlu* banks, I may mention that the bank of Montreal
has been for many years the li.scal agent of tlu; (rovernment, receiving the revenue
at all the principal ports of I'utry, and paying the Government cheques wherever
requir«;d. Tlu> Governnu-nt of Canada having charge of the construction of public

works, has l)een a borrower in London, ami consecpiently a drawer of exchange.

Its exchange is ofl'ered to public competition, and the proceeds are occasionally left

with the purchasing V)anks, or placed in special deposit at interest. The Govern-
ment is also a constant purchaser of exchange to meet the interest on its debt, and
this it likt^wise purchanes by tender from the banks. We have not yet introduced
the syst«'m of deai'ing house settlements in Canada. There are no special safeguards

of solvency, and notwithstanding constant complaint of the ruinous manage-
ment of estates by assignees, it strikes me that compositions with insolvents

are more rare with us than in England. Gur savings bank law was originally

modelled on yours, but was repealed a few years ago. We have an admirableiPost
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