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FINANCE sND INSURANG RERVIEW.

MONTREAL, MAY 7, 1880.

THE GOVERNMENT CURRENCY,

It was certainly unfortunate that the
eurrency and banking measures were jn-
troduced at so late a period of the Session,
although it cannot be denied that the
chief cause of delay was the necessity of
conferring with the representatives of the
banking interest on many of the details.
We have elsewhere had oceasion Lo notice
the very important change in the bank-
ing law, for which we have been unaifle
to discover a precedent, by which the
bank notes are made a preferential charge
on the assets of a bank, and which practi-
cally will have the effect of giving these
depositors, who are the first to run upon
a bank, and may thereby cause its down-
fall, a preference over those who refuse to
join in the run. We infer from what we
have heard thab the bankers have con-
sented to this change, and, if so, they can-
not ¢omplain if it should turn out unfor-
tunately for themselves.

The really important measure is the
new departure regarding. the Dominion
note issue, and it seems to us most un-
fortunate that the regular opposition
wasted their energies in opposing the
fiat money scheme. - There is no ground,
8o far as we can discover, for the supposi-
tion that there is any intention on the

part of the Government to issue incon-
vertible paper money, although there is
great reason to fear that, by trying s rash
g.\'perimenb, it may irretrievably damage
Dominion notes in the estimation of the
public. The Mail is correct in its state-
ment that ©public opinion is largely un-
formed on the subject” of the currency,
and he is justified in that opinion by the
tone of the press and of the speakersin
Porliament. It isfar from clear what the
policy of the Government on the subject
veally is, or whether it has any defined
policy at all. The Monetary Times,
which bas o long article on the subject,
considers that it is legitimate enough for
the Government to endeavor to secure to
the public a fair sharve of the profit on
the note circulation. It is probable that
in this proposal there would be a pretty
goneral concurrence of opinion. DBut we
have to consider how Dominion notes can
be substituted for the present circulation.
No fact is better established than the
impossibility of keeping in cireulation a
larger amount of convertible bank notes
than the public exigencies require, There
is the greatest possible misconception in
the public mind as to bank circulation,
The rapidity with which it i3 returned to
the issuers is not gonerally credited. We
noticed in a leading journal a few days
ago a statement that the proposed issues
to the Indians in the North West would
be likely to remain perimnanently in cir-
culation. This is a complete delusion,
No money will ba more rapidly spent,
and when spent it will go to the mer-
chant and from him to his banker. The
restrictions in the bank issues of 4s may

be expected to increase the circulation of

the Government 23 and ls, and likewise
of the banks' 3s, but the Government
increase cannot be safely estimated at
more than one million of dollars,

As to the .bank vrescerves, they are
already much greater than-the law re-
quires, and greater than is prudent on the
part of the banks, some of which have
almost denuded themselves of gold. The
banks are holding Dominion notes at pre-
sent far beyond the amount originally
calculated on, and, taking the most fuvor-
able view, no increased circulation can be
obtained from that source. The true
policy for the Finance Minister to have
adopted, if he wanted inereased circula-
tion of Dominion notes, was to bave
rastricted the banks to the maximum
cireulation of last year. This would have
given the Government a fair chance to
obtain the circulation of the banks that
have gone into liguidation, and likewise
to have got the benefit of any future
increase. Inducements might also: be

offered to bankers to surrender their cir-
culation, and they might be required to
reduce it very gradually, perhaps 50 per
cent. during ten years, It is rather re.
markable that Dr. Wallace, whose fint
money views are 80 ohjectionable, should
have moved a most sensible resolution on
this subject, which was rejected by an
immense majority, but which simply pro-
posed to confine the banks to the amount
of their present circulation.

We have seen in a monthly periodioal
of great pretension an objection to the
Gtovernment scheme on the ground that
the Minister proposes “to hold his own
indebtedness for the redemption of his
debt.” This has special reference to the
guaranteed debentures, and it is furthev
suggested that the Imperial Chancellor
of the Exchequer, * would see with
interest this unexpecied use of a rail-
way guarantee.”  The Monetary Times
likewise states that, “ besides its gold re-
4 gerve and its guaranteed securities, the
“Government has nothing with which to
“meet its notes,”” Now every note issued
by the Government is secured either by
debentures of the Dominion, gold or de.
posits in banks. The new proposition is
to substitute for a portion of the gold
guarauteed debentures, It must be-ob-
vious that, whether the debentures are
sold and their proceeds applied to public
works or whether the gold on hand is
used for the same purpose and the de.
bentures retained, vhe effect, as far as the
guarantor is concerned is precisely the
same, Those debentures will be held in
London, and can be converted into gold
at any time, at a few hours’ notice. But
the objection to holding his own indebted-
ness for the redemption of his debt might
be raised just as well to the Bunk of Eng-
land issue, which is based on national
securities and gold precisely :like the
Dominion notes, The Monetary Times
must be aware that Dominion unguaran-
teed debentures are marketable, and daily
changing hands, and that they are at least
as convertible at short notice as the bank
assets to which he refers.

Our chief ohjection to the Dominion
note scheme of the Government is that it
does not provide any mode of keeping in
circulation the increased issue which the
Minister demands, and because the re-
serve of 25 per cent. is wholly insufficient
on that portion of the issues which is held
by the chartered banks as their reserves,
and which is lavgely in excess of their
legal reguirements. These reserves may
be required at any moment, and if is the
duty of the Government, having made
these notes a legal tender, to take special
care to keep up an adequate reserve in



