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cline, May opening with $12,284,658 less than at
beginning of preceding November. Then an ad-
vance set in which culminated early in November
when the circalation rose to be 17 millions, or neai-
May. This movement
was then reversed and on  January 31 last, the
circulation fell to
in preceding November

ly 30 pc. higher than in

16 " less than the figure

EXPANSION AND CONTRACTION IN CANADA MAKE
NO SIGN

All through the periods of expansion and contrac
tion of the note issues on Canada, there was not a

being in progress.  The called
currency naturally quickly

for more

|

|

sign, outside the bank offices, of any such movement \
country

. |

|

and and the supply
went out. then, when the extra note issues had ful
filled then they fl back to their

source, without either the ontflow, or inflow

mission \W( t‘
caus
g a ripnle on the financial waters

4 i

THE DFEFECTS OF THE UNITED STATES CURRENCY

EXPOSED

this with the

Our country, In

Compare all of the
United States a financial sense,
is like a well ordered State, while America 1s con-
tinuously on the verge of The total
amount of National Bank notes outstanding on
31, 1005, was $512,220,3607, of which $478,-
was based on United States bonds, at the

experience

revolution

August
786,105
end of November, the amount of the circulation was

$533.320.258, of which $407.016,304 was based on |
United States bonds  The
of National Bank notes in the harvest season in the
United States
expansion of 4 po, as compared with the increase
P th of Canada. 1
we take the increase in oirenlation of National Bank
notes based on United States bonds in the harvest
find 1t to ['he
the National banks as regards their

i
increase of circulation

was $21,108,801, which equals an

of nearly 30 m currency

sCason we have been $18,830,130

situation ot

circulation and the bonds they held is shown by

the following table in the New York Banker's
Magazine
NATIONAL BANK CIRCULATION
August 31, November 30, Increase or
105, 108 Decrease
¢ L] ¢

Total amount out

atanding ... .. 512,220,367 533,329,258 Tne. 21,108 891
Cirenlation based on

U1, S, Bonds . ATSTRE,165 497,616,304 Inc, 18,830,139
Circalation securel

by lawful moaey, 13,434,202 15 712,954 lne, 2,278,752

U, 8. bonds 0
secure circulation :
Funded loan f 1907,

4 pe e "ee 14,931 8% 1,025,500 Dec, 11,906 350
4 per ceats of 1895 4,124,000 111000 Dec, 253,000
3 per cents of 1898 4.465 910 1,760 240 bec. 2,705,700
2 ner ceats of 1900 458,674,300 491,612 700 Tue, 32,936,400

Total,vee.vne $482, 195,090 § 500,269,440 $ 15,071,350

It will be noticed that the demand for increased

THE CHRONICLE.

might have been $100,000,000 to

27, 1906

the United States National Bank to sc

: v!)undg t(,
extent of $14,865,050 and buy others t

g mount of
$32.036,400, these bond operations leavii ; them i
November with $18,071,350 more than tiv held i
August.

On this addition of $18,071,350 in the r stock of

bonds they based an increase of $18.830,1
note 1ssues., »
Had the National Bank circulation b
of increase 1n the same ]!rnp«vrllnll as
in the circulation of the

) in theyr

1 capable
Increase
Canadian banks ther
200,000,000 more
addead to the note issues in the United Stites wher
the pressure came, by which expansion the sem
panic conditions that arose this year would hav
been prevented.

But the system which ties down the extent of th
note to

held by the issuing banks 1s a most elfective

1ssues t

the amount of Governient honds
'lf‘\.\"
for preventing the circulation expanding m pr
portion to the needs of the country.

Banks do not 1ssue.notes for any purpose other
than making a profit by their circulation.  Prepar
ing notes, keeving record of them, maimtaining casl
reserves for their redemption, involve considerable
expenses, so that, unless their issuance repays thes
outlays, and covers what interest 15 lost by keep
ing a stock of bonds on which the circulation i
based, the National banks, very naturally, are not
concerned to notes. For banks to be com
pelled to have their funds locked up m Govern
ment bonds, which yield much less than the cur
rent rate obtainable for loans, to obtain the pn
vilege of issuing notes for about an equal amount
is the most irrational, senseless system ever devised

15sue

It has made the supply of money for trade depen
dent upon the price of bonds, which is an ihsurdity

I'he National banks have had their banking
character and business sacrificed to the exigencies
of the United States Treasury
of their capital is mvested in Government honds
The National banks are the largest creditors of the
re than

Some O3 per cent

Government as they hold considerably
one-half the bonds of the United Statc

The United States situation 1s most malous
it puts such a restriction on the capacity ot these
banks to expand their note issves when the need
nted ths

rency §ys

arises, it scems as though whoever im
system was determined to make the «

tem of the United system

A PERPETUAL SOURCE OF MONETARY ! BLE

one worthy indeed of the contemptuou. -corn
all financial authorities and other nat

This is realized by the ablest financ: | author
ities in the United States. The Secretiry of the

Treasury warned the country in the stormest lar

note issues in the harvest season of 1005, caused

guage a few months ago that, under 1! existng
banking system in the United States, panic &




