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and tho depasit might cover all tho lorses made, but
Rs wo havg snewn, thero ¢an bo no such seourity ob-
tained 1n tho caso of lifo policies,

The Bill has been modifled by Mr. Roec somew hat
tince it was firat mado publio, but as it now stands
£150,000ts the maximum amount of deposit requircd (n
auy caso from any combined offico, 8o that tho conclu-
rjons we havo drawn aro based on conditions Iesa un-
favorablo to the thesry of a deposit than aro theso of
tho mearure itrelf. Wo canuot, thorefore, but hope
that this Bill, laying down the princip'e of exacting 8
deposit from Lifo Insurance Compauics to securd their
policy holders, will not pass. and that instead all Come.
panies doing business in Canada bo obliged to publish
detatled statemonts. not merely of their Lavadian, but
of their entire business and financial condition. No
sound company can object to placing such a etatoment
beforo the public, and the confidence to which it will
then be entitled will be founded on its resl solveney,
not.on tho fact of its having deposited an amount far
too :mall tv bo of any practical value,

THE FINANCIAL CRISIS OF 1887,

X7 E havo befu~o us the Report of the Select Com-
\‘ mitteo of the Senato on the crisis in Ontai-o in
October last, following the suepenstun of the Commer.
cial Bank.

The report contalns answers to cortnin questions
submitteg to them by tho Committee, from Messrs.
Fisher (Untarto Bank), Haguo (Bauk of Iorontoy,
Dallas (Baok of Commerce;. Woodsiae (fluyal Lana-
dian Bank), Cassels (Lore Banki, Acnold (Nisgara
District Bank), Morton (Secretary Trustees, Bank of
Lpper Canaday, Stevensun iqucbee bk, Vceana
\Banque-Mauonate), 1’aton (Bank ot B, M. A.), and
the questions submitted to Mr. hiug, Maoager of the
Bank of Montreal, which, 80 far, haso not been

tho substanco of thelr replies to the questions ot most
gencral importance and soterest,

Questirn 1. \What wus the condition of trado gene-
rally, in Ontario, between tho first of Soptember and
fiftcenth October Jast?

To this question, thy aunswer from all oxc¢ept Me.
Paton, comes with positivoness that the condition of
trade at tho porfod named was round and satisiactory,
moncy plontiful, crops abundant, and being rapidly
moved to market, and every appearance of coatinued
prosperity. Afr. Paton statos that trade gencrally was
not satistactory.

Question 2 What wa- thio condition of same during
tho remainder of October and down to tho middle of
November.

The answors to this aro all to the ramo effect, that
following the suspention of the Commercial Bank no
money was to be had to movo the produce of the
country, which, cobeeqaently, fell considerably in
price, and that trade for the timo was almoest para.
Hzed

Question 3, What wore tho causes which combined
to produce the general monetary derangement and
great depression in business, which existed during the
perlod referred to in Query No. 2, and were they ag.
gravated or allaycd by any, and what, special causes?

To this question Mr, Flalier replies thgt tho princi-
pal cauge of the crisfs was the suspension of the Com-
morcial Bani, but that it was neodless to asrort that
its effects wero greatly aggravated by tho irjudicious
nstructions issued by the Bauk of Montreal to its
Managers,and Agents throughout tho country. Alr,
Hague states that tho failure of the Comunercial was
the proximato cause, followwed Ly the run on several
ot tho Banks of Untario un tho 2ith, 25th, and 26th of
Qctober, and that tho agprehenstons feit were rovived
and intensaiied by tho repertsot the dircrediting ot
tho bills of ono baok at the counter of the ti«cal Agout

snswered by him. Thoy differ somowhat from those | of thio Province, and at severat of the Lustum Houses
sent to tho other Baok, bo.og spucias sn their naturo, | and L'ust Uflices, that thus uneasiness tucreased until
asking for directinformation with regard wo the course | the anpoupcement was mado tbat o Government
pursugd by the Bask of Montreal duning the crisis. | would receivo the biis of all chartercd banke,

Ihe following.aru tho as ) ¢L uuanswered yueries sent
to Mr. King:—

1. Y¥hat was the condsisun of trado gescrany, in
* Qntarjo, between the Ist Seplomver and 161k Ucto.
* ber [ast?

++2. What was tho condition of samo duriog tue ro-
- mawnder of Uctober, and duwa to the mddie vt No.
**yember?

*+3. YWhat wero the causes wuch combined to pro-
» dace the geuserat monetary derangement and great
“ depression tn business, which oxtsted dunng the
“period referred to i1n Query No, 2, and were they
*aggravated or allayed by any, and what, apectas
* canges?

“*4. Did any of the Agents ot tho BLank ot Mon-
-+ treal, during the period above reterred tu, retase to
‘* receive, except 1u colicction, the noics of any of toe
**specie-paying Banks in vntariv?

* §. Furowsh.ihe Commikes with copies ot aii com-
*munications instructing Agents or Uflicers ot the
-Bank of Aontreal, ur which wcere understoud by
* them, or any of them, 10siructiog Luem W rutluzo the
* notes of other specic-paying fsauke, €xcept i cot
*Jection?

*6. How did the cundition of_aflairs dunog ine
- months of Uctover aud Muvemuer afect tho dis
# counts and deposis of tue paak ot Montreai n ya-
““ tarjo?

*+7. State tho.a t of caca—discuunts and de.
* posits—of tho Lsank of Montreal, in untanio, on e
« 15tk and 3ist Qctober, and 1oin Novemoer last?

“8, Wbat amount of sprcie was heid by the Bank
** of Montreal on tue Orst days of January and Jwy in
- each of the tast five years, and what propotlivn dia
** it bear to tho circalation and deposits ot the Bank a.
‘*tho same poriod?

**9. What aro tho terrus and cvnditivus on wiuch
* the Bapks adjast their baiances wih cach otuer?

* 10. What, 1a your opiason, has been the effect o1
**the Act of last Scssiop, providing for the :-8uo0 o)
* Provinciai notes, upon tue banking and geoerss io-
** terests of the country?

*31. What lcgtsiation, in 3our opuion, would be
- best calcuiated to prevent @ recurzence of a symiar.
¢* orisis, apd give to the counu:y‘a sound system o)

- currency and banking adapted to the requirements
* of 4ts trado &bd commerce’

Wo have not space to pubush o fail.tbe lengihy
evidence given by the genticmen pamed above, but we
shzll endeavour to give 1n as briot & forn a3 possivie

e¢xcept  the Loumaercist aud  Uppor  Lanada
when the alarm rapmdiy subsided.  Mr, VWood.
side s reply 1s as fuliows.— luo wmmediate cau-c
- of the orwis was tho suspen ion of tho Lom.
- mercial Bauk of Canada, whbioch event might
nave been averea had tso Directors of that wwstia.
uun mado eanier appiwativn to the Banks of yp-
1ario for assistance, Lut thelr appicattun was de-
Jayed tul the day ol i cuspensivd, and even then
it was made 1o Moutnal, whero ouly three of the
\Western banks were represented, and then there
was not time tu lay the application for assistanca
pruperly bofure the eeveral buards of the Western
banks. Had there been suflicient time given to cun.
sider the epplication aud proper security offered 1
feel assured that the reyuisite a-slstance would haye
hoen given, 1he suspensivn of the Comaercial had
the cflect also of suinewhat shaking the cuufidence
of the pubne in all paper money, and ths feeling
was increased by tho action of the Bank of Aon-
treal in tographiog to their agents at varivus puint.
‘ nhat they term a  confldential cuubon.  This con-
fidcouai cantwt was an efle.t, if not ia wurds, an
order to refuso tho bills of certain bauks, Asan
iustance of tho injurivus «vay in which this uperated
tu increase aud intensify the panic, I may state thai
a Raliroad Cumpany, in makiog thelr ususl degusit
at one of the Agencies ot the Bauk ot Montreal, hag
o few buls picked out of their deposit and retarn:d
tv thom. At voce the Manager of the Railivaa
Lumpany telegraphied to all the stauuns apon his
hize of rvad tv rofuso the bilis of this baok, which
was accurdingiy duno. 1his actlon, with others
* ut o simuar kiod, aggravated vory mucis the fechuy
ot distiust which was caared by the suspensivn oi
* the Coramercial, as the tetegraph wires were fieg'y
used 1o epread tho feeling of distrust, This fechng
was, buwever almust put 2o end to whea it John
A. 3lacdunaid anncuoced (nat tho Government
would recer e tne Luls of ali the charteged bsoks
eacept the Lummercial and the Upper Lanads,
Mr. Caseels differs from the preceding sa that he
says.~ It was asseried at the tumeo that the thea ex-
casung . distrust 1o the banhs was aggravated by the
“ actton of tho Bank of Moutrert, befors and afier tho
suspeosivn of the Cummerciai Baak, This was sob-
seyacnuy refuted, and it mast now be adoutted
ihat, but tor tho timely aod libesal mxd offered by
that bank, the distrust would have extended and
produced tho most seffons cunsequences.  Alr Ag

nold is non-committal, so far astho courso of the Bank
of Montreal ts concoi ned, referring to the rumour of
the courss pursucd Ly that fustitution as having been
an aggravating csuse, and ** which rumour whether
¢ founded on tenth or not, obtained eredence in On
* tario  Mr Morton gives tho causes of Lhe derange
ment as beiug * The suspension 6f thy Commercial
** Bank, the fmputations cast upon the Roval Cana
** dian, and a feeliog of uncertainty In the publicmnind
'* a8 to the policy thio Bank of Montreal was Jikely to
“ pursuo. Tho alurm was vory much aggravated by
*« varlous flying rumours of harsh fntentiocs on the
** part of tho last vamed Inatitution.” Mr Stevenson s
roply wassubstantially thesam~, Mr. Paton sttributes
tho monctary deravgement to the faflure of the Com-
mercial Bank, the temporary cxoftement caused by
that event, resulting in & ruo on soma cf the Banks in
Outario. This excitom nt was allayed by tho Banks
meeting the rua on them, aud also by the action of
the Governmeut in publicly announcing that the ; ptea
of all Chartercd Baunks, cxcept tho Commeorcial and
Upper Canada, would be recelved in ruy ment of duties,

Mr. Vezina gives the suspension of tho Commer.
cial, a8 the principal causo of tho monetary dorange-
raent

Question 1. What has been thoeffect produced upon
tho poiicy ot business of the Banks in Ontario, as
ovidenced by the amount of their dlsgounts, beforo
and sinco the crisis?

The seplies to this query sre generally that the banhs
pursued arestrictive polioy for a time, greatiy curtan.
ing therr discounts,  Mr, Paton cogstdurs theeffect nas
beon salutary.

Tho next twelve quorles and the information oliciied
are pot ot Imech idiorest, except as shewing nuat
thruugh tho puaer ficided by tho Baak of Bontreas,
that 1ostitutivn has compelied a number of the other
banks to buld a certaia amvunt of Legal Tendere,
wihout 1nterest, in lien ot specte, but, which they
could nut uro as o eyusvai-nt of 8pecte, 10 thee
ordinary busiuesss  1ho power of cuercivnon the pary
of the Bank ot Slunireal, rested in 118 ability to demana
a duily sciucrueut ol balsoces from other banks i guia
or logal tenders at 1ts different branches,

uestion ii. W aatia your pinton hiags been thy cffict
ot the Act ot Jast ressiun, providing tor the issue o1
Provincial Notes, apon the Baoking aud goneral 1o-
terests of the countryg—espreciziy untario,

Alr. Fisher cunaiders thal any lacunvedicnce ucca-
sioned by tho Act haitherto may have anisen from its
Privileges haviag bevo cunflocd to vuo Jarge 1meuts-
tion, but that had it been generally acwpted by the
Banks, 1t wouid have bevd vpen o the VEry eCrivus
objectton of making no provivyns fur the periodical
exyansions vt tho currency  Mr. tague states that
tuo effect of the Act has beon littlo felt owing to the
fact apparently that 20 bask bat the Bauk of Muu-
treal, which was a largo creditor of the Governmeu,
camo under @ pruviions.  He believes, however,
that tliere 18 madh less specie lioid by tho Banks iban
beiore the passiog of the Act. Mr. Lallas concerves
that tho Act, wudirecily has been prejudiciat to o
banking and goweral interests ui e country in en-
abiing the Baunk of Montreal to reifcve itsctt of iis
latality Jor 1ts circulatiog notes, and consequents (o
baable with comparative impunity to disregard the
olicot of thuss eluruents of distrust, which in perivas
oi paaics, affeul iwure or icss 1pjurtousiy the circuls-
twn of aid Banks. He alro cuuriders that a furtiier
injury bas bLeen sustained through the very sertvus
dupittivn of specie resultiog from the operaton vl the
ac. Mr Wuudside differs irom the fureguing genue-
men. le staies that at the tino of the iniroducuon
ot the Act, it crvated almost a finavcial crisis, and
that the business both of tho coubtry and ot the
Banks suflered serivus ipjacy tur a ume. and that but
for i1ts vperauon thero wWoald have been, in fus
opinior, uo crisis or paaic in Jctober last, that had
tuo Bauk of Mooircai been on the samo footing &s Loy
u:her Banks of kroviuce st wonld not bave dared to
cust discredit 0n «no 01 8 of otior banks Just as euisent
avitself, bot thut, bavang the cuntro} of tho Guvery
ment tsue, 1t nas placed beyond injury by a run - and
as it 1s paid by the Government not ouly for its own
circalation, but it is paid a per centage upun tbe
uovernment wrcalation, it w3s manifestly its interest
to driven tho ciroulation of the other Baoks in wader
that this might be got out. Mz, Casscls cannut sce
ihat the Act has bad any effect upon the banking aod
gencral interests of the country  Mr. Arnold con
stdegs that the effcot hus been jpjurions, because it
has worked partially in giving su gndue pre-ponder



