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THE MONEY MARKET.

The promissory notes of the sixteen Provin-
cial Banks comprire the currency of the
country.  The operstions  of these banks
are 80 guided by the exteut und healthinees of
tho trado, and their profits we dependent on
its snccess, thut no better iudication of the state
of business thionghout the country can be found
than in their expansion or contraction.

The year has boen & vory unusual one for the
banks.  Their ciroulation, which is one of the
leading sources of profit, has been largely con-
tracted, e<pecially during the latter part of the
yoar.  This contraction has been moro rapid
and to a Jarger extent than ever before within
the past ten yoars. It reveals a condition of
things in the country that cannot fail to pro-
duce auxicty and embarrassment to all who
have obligations to liquidate. The amount of
notos afloat in December of 1861 was elightly
over thirteon and a half millions ; in December
of 1862 it bad fallen to nine and & hall millions

a decline of tour millicus of dollara  The
shortnees ot the crop of griin, together with i'e
tlow movemont, the low price which was paid
for what was bought, have Leem the main
causes of this great contraction.  The almos:
total stoppage of Tumber operations, and the
reneral restriction of mercantile buginess, huve
both had an important effect.  But the Joss in
circulation will not affect Canadian interests in
a degreo so groat as might be suppo ed.  Tu the
time of peace, and even in the early past or the
war, our banks hud o conviderable business in
the United ~tates. The dungerons rystem of
banking which hud been pursued in the West,
had inenired sach w suspicion of their own cur-
rency among the peopls themselves, that bills
of our bauks, whose strenzth and prudence were
boyoud rurpicion, weio fivaly taken aod held in
calimation next only to gold.  Large awounts
of produce were yearly boughit on Canadian ne-
conut and padd for in Caonndian bills, and we
presume that in Ociober of 1861 —~when the
circulation of our bauks was upwards of fifteen
millions— thore were ut lowst one avd a half to
two mnliious sfloat in the United States, and
the average cirealation of our banks i: that

country for 186061 could not have fallen fur
whort ¢t one million.  As soon, however, us the
Goverument of the United States had begun to
create a paper currevcy of its own, and gold bad
advanced to a premivm of over five per cent,

our bille were sent home for redempiion. For
a few months in the carly part of the year, the
circulation returned very rapidly, and many
persons on both sides of the lakes looked for
signs of weakness in the banke, called upon as
they suddenly were to redeem in gold a con-
siderable portion of their issues. But, foreseeing
the storm, they had wisely prepared themselves
for it. In December of last year they beld in
gpecie over seven millions of dollars—a larger
amount than ever before—with securities and
debentures in sbundance, easy of conversion
within a very short time. They met promptly
every demand upon them, and within a very
faw weeks the whole or very nearly all their
bills on the United States were redeemed. This,
however, was not to be the ounly drain upon
their epecie reserve during the year. The bigh
premium to which gold attained during the
summer in the United States, and the active de-
wand for hoarding which it created, made the
distinction between it and the value of silver
very marked, the difference varying from three
to five per cent. As there was not a super-
abundance of silver in Canada, it wag soon found
that laige amouants could be readily ¢old here at
par in retorn for our bills, which, when pre-
sented at the bank drew gold, so that specula-
tors got in return for their American silver
British gold at par, the difference being only the
cost of transportation and commission churges,
glight in comparigon to the gain. For months
the importation of silver from New York was
excessive, and the country became deluged with
American qoarters and balt=dollars, the circula-
tion of the vanks declined, and their gpecie re-
serve lessened in a like proportion. Toe effect,
at first imperceptible, was very soon apparent.
The banks conld receive it ouly to the exteut of
ten dollars at a time, and it is not a legal tonder
above that smount. Glad uvs people are gene-
rally to get payments of money, » remittauce of
three or four hundred dollars of silver was re-
garded more #s an injury than as a beucfit, and
not a little embarrasspeat and annoyauce was
exparienced. Large soms paid out  for
produce soon found a centre in the ciries, avd
the wccumulations in Montreal, Toronto and
Hamilton, speedily called for action on the
part of the commercial community. 11 Toronto,
in necordance with a resolution of the Board of
Trade, & dwcount of four per cent. was «xacted
oo all transsctions, either small or great, snd
very soon the excess of silver disappeared from
the eity . Other localities wers ot s0  unsni-
mous, wud for the moet part the rate continued
at par in the country. But the action of the
commuuity in Toronto, and the difficulty thav
wis experienced in gettivg it juto erculatiou,
#oon checked the importation, avd for the last
couple of mouths the amount brougat in  hus
bevn insignificant. The only good eftect was that
small uccounts were much more readily collected
than wheu at par, and that the small internal
indebteduess was a good deal reduced. As to the
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