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D CASH RESERVES.
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LONDON BANKERS
f But the bank s specie reserve in time of crisis would 

be subject to demands from other directions. Un- 
joint stock banks hold their reserves in the form ot 
cash, balance, in Bank of England, call loans, bills of 
exchange, and securities. Among these only cash 
could be used in a time of stress without throwing 
directly or indirectly a strain on the Bank of Eng- 
land's reserve. Were the joint stock banks to call 
their loans the borrowers who were called would look, 

the Bank of. England to take them 
sell their bills of

pi - Wi 
ancial y 
of vatic 
were dt 
interest 
its Rest 
for all t 
per cent 

. May, k 
a paid-u 

In
bank ci 
accuracj 
notes in 
for the 
the exar 
lowed, i 
year the 
ooo. Di 
been $6/ 

Pub 
ed by $2 
increase! 
In May 
the: end 
deposits

Mr. Asquith,,the British Chancellor ot the Ex
chequer, has raised afresh,in London |he question of 
bankers’ cash «reserves. $e pointed out that Lord 
Goschen, fifteeqvears ago,!jiiscussed the sufficient ot 
the cash reserves held agijinst deposits in the joint 
stock and private banks. Tfjese deposits then amounted 
to £(00.000,000. They no| total £1.000,000,000.

e question is obvious. In 
e first item among the as
ti and at Bank of England ; 
and at short date.”

The
many of them, to
_ - Were they to re-discount or
exchange, the Bank of England would be looked t<> 
for the funds to take a great part of them up. And 
were they to sell consols or other securities, those 
who purchased would likely ask the Bank of England 
to lend its assistance.
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against deposits. As an 
lean upon their holdings 
of bills of exchange. T1 is tyst-named item is not 
commonly met with in thelreturns of Canadian banks.

disqounts a bill for a cus- 
1 tent ion of holding the bill

That is how it is that so much discussion hinges 
around the size of the bank’s reserve of coin and bul
lion. Nearly everybody agrees that it is too small 
for the work that is expected of it. The controversy 

the question as to. who shall bear the cost of 
The Bank of England people

When a bank in Canada 
tomer it does so with the 
till its. maturity. In Engl; nd 
vails. But it applies ma hly
found in any volume in bakers portfolios in th<\Do-

1 turns on
strengthening it. 
argue that for its own liabilities its reserve is quite 
sufficient and that where it falls short is in respect to 
the liabilities of the joint stock banks, 
they say, the joint stock banks should pay the cost, 
whatever extra reserve is required, against their 
liabilities. They should either hold a much larger 
proportion of cash—and less in securities, bills or 
short loans—or keep larger balances at the Bank of 
England if they w ish it to hold their reserves for 
them.
the cost, since their funds going to make up the extra 
cash reserve would earn no revenue.
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The joint stock banks reply that the reserves they^ 

now hold are quite good ; that they can, whenever ‘ 
necessary, provide for their liabilities by calling loans 
and selling securities and that the Bank of England is 
under a certain moral obligation to preserve financial 
tranquility because of its great state privileges ; one of 
which is its extraordinary monopoly of trote-issuing 
rights. They say, also, that for each joint stock bank 
to hold its own cash reserve would produce so great 
a lock-up of cash as to cause a scarcity. To the pro
position to increase their balances in the Bank of 
England they object that, were they to do so, there 
would be nothing to prevent the Bank of England 
from using sixty per cent, of the extra deposits it re
ceived in competing for the discounting business of 
the very baftks that handed them in.

A compromise will probably he effected.
Bank of England has always been ready to recognize 
its public duty. The joint stock ban'ks recognize that 
they should hear their part of the cost of providing 
larger reserves. It is likely that some plan will he 
devised whereby the extra reserve w,ill be Held by the 
Bank of England, but will not be available to be used 
in competition against the joint stock banks.
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In a London banking gfficej a close watch is kept 
the balance of cash in Hand. When it passes cer

tain bounds a hatch of bills is bought or discounted. 
But. in discounting this batch of bills the bank does 
not do so with thç fixed jnfrntion of holding them all 
till due and then collecting thym. Custom iji Eng
land sanctions what is edged ^-discounting. None 
among the strong Canadian b inks would think of 
transferring to another instSutie n any of its bills dis
counted either by way of rale or as security for ad
vances. That is only dondliv tanks whose discount
ing business eix^eeds tbe{| nv n resources, and by 
the liquidators of failed injlitut ons.
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■y London. When the banket 

of hills finds his cash balafi
heavy obligations maturing}, îe àelects from his port
folio of bills a hatch which b discounts in the market. 
His credit does not suffer il t tree process, for nearly 
every bod v does the same tHijjig. It is recognized that
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—Capital would seem absolutely to have withdrawn it-' 
self from stock investments, future values being thoroughly 
undermined or largely at sea. It would be surprising if this 
were not so. Legislation by Congress and by State law
making bodies ha; surrounded all such securities with so 
great uncertainty as to earning power in coming years that 
confidence in future stability is lost. Hence prices arç in 
control of trifling suspicions or rumors of unfavorable facts, 
whether true or not true. It will not be long, unless some
thing shall come to arrest this tendency, before we shall find 
that we have frittered away the best chance for industrial 
prosperity the United States has ever had offered it.— 
“Financial and Commercial Chronicle,” New York.

All this has a connect with the cash reserves. 
The gold reserve held bv tjh Bajik of England is re
garded as the last resourr| ^ else of emergency bv 
the joint stock ha-'t-s and tl e ^feat commercial and 
financial bouses. That is ul v the weeklv statements 
of the bank’s position are «|o 'a"erlv watched in times 
of stress bv those who ha h* balances there. ,As the 
balances are kent, there fejf.e nergeneies they wish to 
know' all about the bank’s al ilityj to pav on demand.
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