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Appenrdix
(Z. Z.) would be practicable, if the circulation consisted

solcly of tie coin which is represented by the notes,
and beyond therefore the amount at which it could
be mainttained without depreciation. It was after
repeated proolis oflie revulsions which ensued from
su'ch pract ices, that the circulation of Great Britain
was$ establisied on the system laid down in the Act
of' 1844. The principle on which that Act was
launded, w-as that of restricting the amount of Pro-
missory Notes in lie United Kingdon, which miglht
bo at any time issued on credit, considerably within
the lowest amionat of the previons circulation of the
countryt ; ad thiat aill issues of notes exceeding that
arount sloud be made only on the deposit of specie
iii the Biank of' Etglanîd. The effect of' tlie mneasure
gives atll hlie advantagc which can legitimîîately and

ifiely lie obtained from lie use of a chleap medium
of, exehange, conbined with the most complete
secur-it.y against over issue.

My Lords refer to the principles by which the
circuliation of' this country is governed; because they
learn, frot the lIspector Generol's memorandum,
ithat the adoption of' a similar measure for foaundinr a
singile Bailk of Issue (saving ic rights of existmg
l3aitlss) was ait one time in contemplation by the
Canadian Goernent. iMy Lords are not awar'e aof
the grounds upotn whilch that project was abandoned
but, a ttough the establisient af a Bank in connec-
tion w\iIth lthe Government appears to have been
contsided impracticable or inexped ient, it does not
follow ithat sotmte tmodîlcation io' fite schteme adoptei
in lite tnited Kingdomtt, vith respect to lie circula-
Iion, tle Ieading f'eaturc of which is a limitattionî of'
ihe hnutiount of notes isstued on tlie credit of securities,
and the intance oi a deposit of specie equal to
all issues excewding Ihat amijount, miglt not still be
aittainabtlle ini Canada.

The scieme of the Canadian Act appears to my
Lords to be (Iefective on this point. The deposit oi
publi' securitiesequal in aitnouit to lte notes an1th.
mtzed Io be issued, would iideed afford to the holders
tlie utdou te advantage ofi protecting thema againtst
loss ti-oi hilure on lie part of the Biiinlks to pny
lieir notes in specie, to lie extent of the value whieh
those securities mtiay )arI at thc tinte w'ben it mtay
ie eltcesstarty t o selil themt, anid would obviate tmt tany
o flite evils arisiig froi unrestricted credit ; but it
wvoild establish no guaraitee li te tmediale
convertiility of tlie notes on demtîaid t tnd fite very
conifidence, arisintg trtlItt the feeliig of ultinate secu-
l'ilv, migit htcilitat tlie untdue expansion of i cir-
cunlationi, wien calhid for by a specittive demand.

'lie eredit of tlie Go\ernment of' this Count ry
stanids hige'ir than that of hlie Goverinmtent of ('a-
tmia ; yet durtitig ithe Commi Crisis of IM7,
Exche quel' bill, itougi hearing an unusually high
rate of interest, feill to 3. s. discouint. Durintg the
fiver of lthe Rail way speculation of the preceii ng
y tlr, ex'diency of' an enaetctmnt flor extentding
circulation, by the issue of notes on the credit of
et rtis 'oftis description, had been urged i upo

tlhe eroent w'ith tle viw of' fheilitating the
c'mipluetin o th, works then iii progress ; biut it is
nlw atnantly evident, that, il' tt tlie time of' tlie
criss ite irtenîtitî iott of this country had rested on
no munder basis, an utter derangeenit of the Monle-
try otcers o the ki nglo iiust have etntsued,
tid the disastiers ofthat iaaunitous year would have

it mtay be tait there is no reason to apprehend at
prese'tt atny such speculative denands for the ex-
patsioin of th circulation it Canada., as those which
hav' arisen in past limes in the United Kingdomu.
But hic Gavernmenit oi' Ihat Province should bear
in nitnd that they arc legislating for a country of
great though imporfectly devoloped resources, and

that, while it may be expedient to foster the legiti-
mate impulse to improvement arising from the in-
crease of' its trade and capital, by adopting a cheap
circulating medium, it would be a fatal mistake to
expose its progress to the reverses which invariably
follov too great an extension of the facilities which
nay he afforded by the use of paper money.

The Canadian scheme no doubt offers the col-
lateral advantage referred to by the Inspector Gene-
rai, of' enhancing the value of the Government
debentures by creating a new demand for them;
but the price thus raised by a fictitious demand
would be dependent on the maintenance of the cir-
culation based on the deposit of the securities, and
the credit of the Government debentures would be
aif'fcted by changes in the state of the monetary
concerns of the Province, to an extent far exceeding
the fluctuations whici arise from the varyingdemands
for investmenît. In proportion as those snecurities
mtiglt derive increased though temporary value from
expansion of the circulation in times of prosperity,
ticy would be exposed to the risk of' depreciation in
lie event of' the neccssity arising for bringing thern
into the market to provide funds for the payment of
batk-notes. The prices of public securities must
indeed, under ail circumstances, be subject to im-
pressions from the state ,of trade and circulation;
but, not only would this effect be increased by miking
such securities the basis of the circulation, but the
public credit of the Province might be inîjured by
partial and incautious operations o the Banks, though
the general trade rnight be in a healthy state, and
the ability of the Governnient to meet its engage-
metnts unquestioncd. Even in this linited view of
the case, therefore, it wouild be desirable to provide
sore security against an excess of issues on the
credit of' a deposit of these debentures.

My Lords are not insensible to the difficulty of
prescribing, under tlie present circumstances of the
circulaiion in Canada, a fixed ainount of notes to be
issued on the credit of securities. They are, how-
eve'r, of' opinion iltat the main object of' obtaining
protectionî against over issues might be, in a great
tcasure, sueured by providing flri te constant main-
tiance of a proportionate reserve of specie against

fthe amount of issues, under the supervision and con-
SL'oul of the Govertnment, and lite frequent publication
of' lite assets and liabilitics ofi the Batiks.

It appears to rny Lords that facilities for the in-
deinite extenision of Batiks of Issue cannot safely
be conceded wittout sonie precautions of this nature.

''lhe right of inspection conferred on the Govern-
ment by lthe Act will be of little real avail if' unac-
comptilaiied by tny power to controul the proceedings
of the Banks in regard to the circulation, and the
annual accotunts to bc laid before the Legislature
will not aflTord the check on the proceedings of the
IBainks, which is obtained by f'equent publicity of' the
state of' tIheir tranctions, estecially of those which
relate to lie issues of noi es atid the reserve o' specie.
'ie niirriangeintts w'hich have been adopted of late

year's iii this country for tlie publication of the assets
aind liabilities of' the Bank of England, and of' the
returns relating to lie circulation of the Country
links, have been attended with the most beneficial

ell'cet, and tlhre can be littile doubt that the confi-
denQe whichi was generally reposed in the Banks at
a time of' great Commercial difficulty, was mainly
owiîng to tle knowledge possessed by the public of
the sound state of' the circulation.

With regard to the amount of the reserve of ipecie
which it mîay be proper to require, my Lords arc
awarC that in the management of a Bank of Issue,
the proportion of bullion which it may be expedient
to retain to meet the notes in circulation, must vary
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