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FRIDAY, JANUARY II, 1870.

THE DOMINION GOVERNMENT AND 
THE BANK OF MONTREAL.

Seldom haa the public conviction been 
more unanimous on any i*>int than on this ; 
that the connection between the Dominion 
Government and the Bank of Montreal is of 
evil tendency, uni ought to cease. Let us 
examine the nature of tliiit connection and 
the effect it produce*, anil sec /lift lier the 
jHihlic feeling rest» on solid rvuoM, <»r is 
one -of mere prejudice. No clear or full 
statement of the arrangement that exists 
between the Government and thtf Bank has 
ever been made public, and though we ilo 
not pretend fully to supjdy this otuisaivn, it 
will net be difficult to girt- the leading fea­
tures of tlie connection. *

The Bank of Montreal is the fiscal agent 
of the government, for all purposes within its 
own sphere. It is the depository or receiver 
and the disbureer of the public revenue ; it 
)|Muce and redeems th* go • eminent notes, on
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commission, and it generally has the privi- 
leg t of selling exchange to the Government, 
at Is own price. But on this latter point it 
net ms the Government is not actually under 
cm |pulsion to deal with the Bank of Mon­
tra si ; for in a recent instance that Bank has 
be si set aside and exchange purchased by 
tei der, at the lowest market price. If the 
Bask of Montreal had looked on such a 
thi |g as {swsible, it would most likely liave 
taU-n care that the item of exchange should 
ha -e been included m the bond.

' fhe Government, in an evil hour, obliged 
its Jf to keep on deposit in the Banks of Mon­
tre fl. the sum of half-a-million of dollars, 
at all times, without interest. But as the 
Go femment is frequently a borrower ; how 
cai it contrive to have on deposit money 
which it does not own t If it has nothing 
of its own to dei>osit, it must borrow that 
am ?unt —borrow half-a-million from the Bank 
of ^fpntreal ; pay interest to the Bank of 
Mt iitreal on half-a-million, and let that half 
mi lion remain in the Bank of Montreal. It 
cai not touch the money or use it for the 
ninit pressing purj-ose. Snpi-we the Gov­
ern nient coffers are empty, and half-a-mil- 
lioi i is required for some purpose in eonnec- 
tio I with the public service ; that half-mil- 
11 >i i the Bank of Montreal is bound to ad- 
vai ice ; but the Government, which must 
alv ays keep half-a-million on deficit without 
interest, must borrow a million—twice as 
mt fch as it wants—ant pay interest on a 
mi lion, while it.has tlie use of only half that 
suif. Thus, an agreement to pay seven per 
cei t. on half-a-million, means an obligation 
to >ay seven ]>er cent, cm a million—fourteen 
pci cent, on the amount actually received ! 
Hard terms these, w hitii attest the need of 
tlu Government at the time they were sub- 
mi led to, not less than the rapacity of the 
bài |k ; unwise rapacity, we venture to pré­
dit | it will prove, for it is evident that an 
art Migemont - of this kind can subsist no 
hu ger than till it can b^ exchanged for one 
UK ^equitable.

$or is this all. The bank has another 
sol free of profit on him* to the Govern- 
uufit. A million dollitr* advanced for six 
in. fitlis to pay the July] >gr January interest 
bei jins to la: repaid tile very day it is ,e- 
cci red. The Iwnk is the recipient of the 
pu Hie revenue, w hich comes iy regularly 
til | it swells to the necessary amount to repay 
tin I loan. But the bank continues tv receive 
interest oil the whole am-unit "of the loan, no 
ms ttyr how large a [Kvrt of it has been vir­
tu: Jly repaid. This, added to the uniform 
ha f-million of government de|*wits on which 
no interest is paid, makes a nice thing of the 
G< vemment account to the bank.

Then there has been, as things liv.e gen­

erally gone, the furnishing of exchange et 
the bank’s own rates—at rates which, as one 
trial proved, are above what competition 
would have made them ; often, very likely, 
far above that point.

Tlie circumstance of the bank of Montreal 
being the fiscal agent of the government, 
invests it with a power injurious to the other 
banks and to the public.; a power which, 
tlie whole world is witness, it has not scru­
pled to abuse. All the public revenue going 
ip to its coffers, gives it a perpetual advan­
tage in the exchanges of balances ; a circum­
stance which it has used to compel the other 
banks to take a large amount of government 
noÿ-s to be held in readiness to answer the 
unfavorable exchange. .

-And it lias done much more, that is more 
properly a subject of complaint. It haa, 
more than once, fur its own selfish purposes, 
and without any adequate |niblic cause, pro­
duced a violent action on the currency, crea­
ting an artificial scarcity of money by the 
sudden and arbitrary stoppage of discounts, 
and by the power which the possession of 
the public deposits gave it over them, com- 
Iulling the other banks to follow its example 
to s great extent. In this way the govern­
ment, through the revenue coming from the 
industry of the jieople, was in an indirect 
and involuntary manner, made an instru­
ment of iujusticu. (

This sort of action lias been carried to an 
extent which nothing can justify. A bank 
charter creates a public, trust, which, like 
every ^ther trust, is capable of being abused, 
and there is a degree of abuse which would 
call for a public remedy. The privileges 
granted to a coiq»ormtion are not to be capri­
ciously exercised to the detriment of the 
public ; when they are so exercised a wrong 
is done, and it depends on the magnitude 
and extent of the wrong whether it should 
work forfeiture. There, lias, in the case of 
the bank of Montreal, lieeu too much caprice 
and too little consideration of w hat may be 
called the public requirement* of its charter.

But short of the extreme remedy, there 
u ill probably lie found a sufficient cure for 
the princqial evils arising out of the connec­
tion lietween the Dominion Government and 
the Bank of Montreal. That connection 
must, oticy for all, absolutely cease. On this 
point there is ilo longer room for doubt or 
argument. Hie conclusion is admitted by- 
all ; and the sooner the government gives 
tlie requisite notice, after its plans for the 
future are formed, the better. We cannot 
lea in that it lias yet been given, and there 
may be reasons for the delay.

Mere exchange of the public deposits, or 
of the fiscal agency of the government from 
one bank to another would probably only


