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to the mechanical convenience of having paper
money instead of gold, they did not enlarge the |
capital resources of the country one dollar. For a |
bank to go to the trouble of putting a million dollars
worth of notes into circulation in order to buy a
million dollars worth of government bonds scems,
and is a wasteful operation. The profit reaped by the
banks is very trifling, when all the expenscsA and
labour, and waste of capital involved in such a sys-
tem are considered.. The cast-iron rigidity of this
system which obtains in the United States is tound
to ve so exceedingly restrictive to the currency as to
bring on serious monetary troubles whenever the
business of the country is requiring more circulation.
The American system is wholly devoid of the invalu-
able safeguard provided by the daily redemptions of
bank notes through the Clearing Houses, as in the
U. 8. the note issues are not “cleared” as they are in
Canada. A currency that best serves its purposes,
is one that acts automatically, as it were, like a
barometer, by expanding and contracting with the
varying conditions of trade, meeting larger demands
without convulsion and redeeming issues with case.
This was comprehended a century ago by an eminent |
statesman, during the very lively discussions on |
currency that then were carried on. Such a sys- |
tem of note issues steadies the finances of |
a country; wards off panics; equalizes money rates;

feeds the commercial body proportionately to its ex-
isting appetite and digestive powers; and generally
acts on the mechanism of trade like the fly-wheel and
governor of an engine. Canada has such a currency
and it would be a miserable mistake to change it for
that of the United States merely to secure wider
powers of issue. d

As there is no authoritative guide, or precedent, or
example before us that establishes a principle, it
seems reasonable to make the success of the present
plan an argument for extending it, on, practically,
the same lines.  The circulation is now limited to the
extent of the sharcholders’ paid up capital,
Suppose the note issues were limited to the paid up
capital plus the Reserve Fund, or to the extent of
some percentage of that fund? The reserve fund is,
practically, part of a bank’s capital, as it also is
made up, like the capital, of the money invested by
the shareholders in the bank's business, but on which
they are not paid a dividend. Were the limit of cir-
culation made the amount of paid up capital and half
the rest, there would be an addition of $18,000,000
made to the margin for increased note issues, which
would meet the needs of the country for many years.

The conditions that are regarded as indicating the
need for wider circulation powers being conferred
upon the chartered banks are clearly manifested by
the following :—
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