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. BANKING AND CURRENCY LEGISLATION

BY TOM. KING, TORONTQ./

What are the views of Mr. W. ¥. Maclean, M. P. for South York, upon the fin-
antlel question? How -does he propese to the business of the country by
recasting the banking and currency iaws of Canada? : \

A good magy people who are asking these questions today were less interested
twe years ago when Mr. Maclean first outlined his proposals in parliament.~We are
mow face to face with a breskdown which, hé declared, was bound to come uniess

in some way the business men of Canada obtained more credit and more mone/ issue. : e : h‘ o S :
y . 4 " in contemplation, but th2| < Mr. Maclean believes that the troublesome problems we ve disct can be
Wil w000 Busiuly | TEuk 1R e ST M W v,‘,: o oereney | s0ived by proper financial iegisiation. Tn short, Mr. Maciean stands pon a piat-
“.' s - st ko i s S s : form of progressive financial reform, which thus briefly be summed up:
. . i / : . Summary of Program. .
The Maclean p is not one brought forth over night to meet an emergency, 1. The government to supply all currency, based on the credit of the country
roposed legislatis same time, mee t |and further secured by a percent gold reserve.
- > 'mnt A 198 g 2 'm ‘t " . 2 ' 2. The government to off ‘a bahk of rediscount, on the lines of the new

emergency conditions, indeed, the legisiation just put thru pariiament amending th?
Bask Act, the Dominion Notes Act, and authorizidk a currency based upon collateral

other than gold, follows closely along the lines proposed by Mr. Maclean. That this
récent fegislation appears to be 2 machine without motive power and so far has' done
nothing to relieve the situation, may be due to the fact that it departs from the funda-
mental proposition upon which ‘Mr, Maclean's proposals rest, namely, that all the
momey of this country should be issued by the government. It leaves the banks in
control of the financiai situation, instead of veotl.nx that control in the Dominion

Government, :

" It may, th*em, be interesting to note what is the program which has been
presented to perllament and the people by the member for South York. ;
4 Only Government Money. :

1. In the first place, Mr. Maclean believes that the government, and only the
government, should dssue money, At present we have in Canada two kinds of cur-
rency; one is lssued by the state under its sovereign power to emit currency; the
other is issued by the chartered banks to whom has been delegated the power to
issue money by the state. All our metallic money is lssued by the government and
bearns the King’s head; practically all of ‘our _paper money is issued by the banks.

The governinent, it is true, jssues paper money to the amount of $114,000,000,
but only about $20,000,000 of this in the shape of $1 and $2 bills gets into circulation.
The money uséd by ihe éveryday man in everyday business is the money furnished
by the banks, in bills of the denominations of $5 and muitiples thereof. Thers is
held by the recelver-general at Ottawa and by his deputies thruout the country
nearly $100,000,000 in gold, but a child born in Canada might live in this country and:
die &t the age of 80 without ever seeing a gold coin. This vast accumulation f
gold {s not intended for general circulation, and is properly enough kept as a reserve
for the protection of the paper money issued by the government, but the paper
money issued by the government (except $20,000,000 in $1 and $2 bills) never gets
into circulation. It is in the shape of bills of large denominations, mainty $5000 bills
which are held by the banks and are legal tender only between banks. The monev
eseen and used by the people, therefore, is the money printed by the banks. Tho
banks are thus enabled to regulate the yolume of currency and ¢o exercise the,
sovereign power of issuing money. - . #

” Business and CWrrency. ;

8. If the government is to have the sole power of issuing money, then the notes
of the banks now én circulation will have to be retired, ad Mr. Maeclean proposes
to issue to the banks, at a nominal rate of interest, Domhuon notes or national cur-;
rency to the amount of their paid-up capital. This willfcompensdte them for the
Joss of their pressnt franchise of issuing money, but whether it fully compensates;
them or rot, it will firmly establish a national currency. i e 3 o '

But the $100,000,000 of bank notes now in circulation do’ not provide enough
money for the business of the country. Mr. Maclean proposes that the government
shall issue Dominfon notes or national currency, say, to the amount of $500,000,000
and that this money be available for the business needs of the country.

This would necessitate the founding of a government bank. This government
bank, which might do the banking business for the Dominion and provinces, would
be the bank in which all the chartered banks would keep accounts, and be able to

nt the securities offered by the public, including prime commercial paper.

e business man who goes to the bank today is apt to hear that he cannot get the

accommodation he needs, no matter how good may be his paper or his coliateral,
because the bank has no “‘money,” that banks have only a limifed cireulation, and
that they must protect their notes, and what is more important, they must be ready
to mebt the demiands of their depositors, Hence they are-anxious to have big cash
reserves, or so-called “‘liquid assets,” and are disinclined to discount paper offered
)A the ordinary course 'of business; to aasist the farmer upon the security of his
‘grain or the manufacturer upon the security of his raw material in process of mani-
facture. Buf with a big government bank, having no interest to serve except the
P interest, the chartered bank would be able to rediscount good paper, and by
paying reasonable interest charges, obtain Dominion notes or national currency for

thel# customers.

Banks and Liquid Assets.

8, Mr. Maclean would also deal with the abuses in our banking system which
grow out of the desire for liquid assets. The bankers’ pet theory is that money
loaned ‘on call” can be collected in a few hours’ notice, and he has been loaning
money on call to.the neglect of his customers who want to borrow for 60 or 90 days,
and who perhaps may have to be carried for a longer time. Just now $133,000,000
of the Canadian Bank deposits are loaned to Wall street speculators, principally
upon stock margins. The stock exchanges are closed, the Wall street gamblers can-
not pay, the margins have long ago been wiped out, and the Canadian banks have
no cholee but to wait indefinitely for the repayment of this money, which was always
to be subject to *call.’” Another big sum of money is out on call loans in Canada,
and these are in very much the same situation. Hence farmers,
manufacturéns cannot get the necessary accommodation from the banks, because the

seem ﬁu &i‘tw'orﬁment‘i plan will ‘
Mr. Maclean’s proposal fé’f"m‘i'rim.%

upon which we are endeavoring to coms
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chartered banks in Canada is §114,833877.
the same amount, but while the ve Is

Gountry is concerned it depends upon the bank issues, which fell on July 31 to con-
siderably lese than $100,000,000, BEveryone has admitted for a long.
money 15 needed and various ‘devices ‘have resorted to, but afways with th:

stockholders, with thejr interest in the vast
being jssued: except at
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between the banks. So far as the ‘business of the

design of having bank notes, instead of government money, circulate among the
people. It has been argued that the ba should increase their capital, but the old

reserves, will not’ hear of any new shares
an enormous premrum, -might increase théir capital by
they will not do. If the currency of the country f.
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secunity. The go7-
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system ‘of national reserve banks in the United States,
advances in national notes to the chartered banks on &
ernment fo have a voice in the management of this discount
banks to be member banks and shareholders in it. {
3. The banks to be allowed to borrow Dominion notes up to'the amosat of their
paid-up capital at, say, one per cent. interest in place of their present privilege of
noté issue; all further advances, against securities to be at reuo’oble interest
charges .

4. The.government and the govermment bank to fix the rate of intérest on bank
banks, if any, to be uhder strictest regulation. iAnd all stock

exchafige” borrowing from banks to be under régulation. by
regulated by the government, as well as their
1

i

flotation by banks.,

MORE ABOUT THE BANKS

i

. THE STRINENCY

—

There i no dkﬁ yet that the general managers of our banks hive decided to
follow the advice of their focal managefs in the clearing house to secept bank notes
—now made legal tender by paril woein daily settlements, :nnz:c of “bank
legails,” which has?eon $he regular practice. “‘Bank legals’’ are } tically gold
certificates against gold deposited with the Dominon Government. Some of the
general managers are in favor of the substitution of bank notes, énd’ some are
against it. The general managers against the substitution of bank hotes have said
in print that it 48 a matter of concern to the banks only, that the pubtic have noth-
ing to do with it. < ; . ‘o
L] = Es L] . 5

“¢ The Wonld.takes direct issue with them on this point, and we will give an all-
wernment and par-
in’every transaction,

llament have made bank notes legal tender thruout the country ;
K Ihe Bagke
to {aio ag

what is gopd for the country ought to be good for ‘the banks, a
ask the public to take their notes as legal tender they ought &l td take them :
between themselves. But this is'only a secondary reason.compered. to’ or
one, viz., that pardament in its d has seen fit to authorize an excess circula-
tion of bank notes to the extent of 15 per cent. on the paid-up capital  and reserves
of the banks; this is practically equal to 30 per cent. on the paid-up capital of one
hundred and odd milions, This excess issue would @mouht to §80,000,000, But the
banks cannot avail themselves of this issue and let the money out to customers, ‘1t

thus put out were avallable in the clearing house where they would land the next
day after lssue; in other words, if a bank wishes to avail iteelf of the excess lssue
it must have gold to redeem them the moment they come into the clearing house, or
“bank legals” of the Dominion of Canada, which are the same thing. And the very
banks who have been liberal in their treatment of customers and who have already
in cases approached within reasonabie distance of the limit of safety, hesitate at
the additional duty imposed upon them of finding further gold or Dominion notes
for the redemption of this excess igsue, In other words, in these times of stress
the Issue of bank notes is dally falling in amount, wiereas it shbuld be, If the banks
were availing thquu of the privileges given to them by parilament, Increasing

in Issue.

which wome of the banks are anxious to do.
L . . L ] L ] L J 1
that we are compelled to say that there is a lack of unity in the banks, that they
have not got together as they should have under the present circumstances; and
that it would well become them to follow the example of the banks ip/ the, States
who are united in action and who are standing together, and stil more if they would
follow the action of the banks and the government in Great Hritain. One financial
paper in England speaks of ‘‘the mobilization of the banks” in England into a solid
organization for taking care of the country under the stress of war; and we com-
mend this fine phrase to the banks of Canada. Moabilize into one organization!
They had better mobilize their forces and do everything they can, like the banks
of England have done at the request offthe British Government; and after the: gov-
ernment itself had practically said, we will see you thru. Our government has
said the same thing to our ba , but they have never mobilized nor as yet ex-

‘| New York harbor, had received sup-

~| meeting of 200 people tonight it was

:Ypresident, V.

least probably the majority of them would not be disposed to 4o 40 uniess the notew|

2 .
Our contention, therefore, is -that $30,000,000 would be immediately available for
the neceasities of trade, for the requirements of municipalities and others if the
banks made the change in the clearing-house rule which we have advocated and

And it 1s because there are some of the banks who refuse te take this stand

banks have no money, their money is on Wall street.

Mr. Maclean proposes to restrict the lending by the banks on stock as collateral
and also to put an end to stock watering and exploitation, he would place all stock
and bond issues of federal corporations under the control and supervision of a
public utiities commission, to be appointed by the federal government.

Currency and Gold Reserve.

4. It is not proposed to~issue national currency beyond the real needs of the
ecountry, or beyond its powers of redemption. Just now specle payments are sus-
pended all over Canada, -and unavoidably so, but the Maclean plan contemplates »
substantial and adeguate gold reserve. The law at present requires a< 25 per cent.
gold reserve for an dssue of Dominion notes up to $60,000,000. Over and above that
sum the government does not issue paper currency, except on-the basis of a 100
per cent, gold reserve. ‘

Mr. Maclean belleves that the 25 per cent. gold reserve, which is more than
ample for an issue of $50,000,000, would be quite adequate for an issue of $500.000,000,
But the great value of the national currency will be the fact that it has behind it the
wealth and credit of Canada, Public securities of the Dominion to the extent of
hundreds of millions of dollars find a ready sale without any gold reserve at all
being specially provided, because the credit of the country is behind them. The
national ourrency will represent the wealth and credit of the Dominion and by the
rediscounting system above referred to, the nation will lend its credit thru the banks
%0 the people.

Admittedly today there is not enough money in the country to meet the legiti-
nate demands of business. The banks are unable or unwilling to jssue more money
increasing their circulation; they are unable to extend credit to their customers
ecause they have not the money, and they have no way to rediscount prime paper
ind good collateral. Mr. Maclean's scheme is to have the banks get more money,
d get it from the government by rediscounting. The government will issue cur:
rency representing the credit of the nation, and for security it will have the obliga-
— tion of the bank, the obligation of the bank’s customer, and the collateral put up

by that customer, whether it be municipal bonds, wheat, coal, silver or merchandise
Banks and Currency Control. i

At the last session of parlament the government took authority to inc;eaae the
fesue of Dominion notes upon a 26 per cent. gold reserve from $30,000,000 to $50,-

000,000. This would have enabled the finance mjnister by purchasing $5,000,000 :):

tended the aid that parliament
stringency.
%e

L4 .

As a matter of fact, the

matter how strong it mdy think itself to

policy they can maintain their individual

between the member banks.

of the country.”

carrying over the crops}
state.

llament on the credit of the nation!
bank to do it.

ed in their hands for the relfef of the financial

recent legislation of parliament has put all our banks
in the one pot, and they are all In together, and they must sta
and if Britain were to lose in this war, Canada would losé and otir banks would lose,
and that being the case, they should regard themselves as absolutely one interest.
No bank under the circumstances can hope to keep itself aloof from the rest, no

situation—if Britain goes down—keéping itself in an undamaged condition.
only come out as the country generally comes out; and thinking otherwise seems to
be the mistake that two or three of the banks have made that by an

our former decision, therefore, that it is the duty of the minister of finance and of
the g\overnment to see that the banks mobilize as they have in England, and that
they take advantage of the proposition which made bank notes legal and allow:zd
an excess issue of their own notes, and accept bank notés in their daily balances

One thing more: if our banks do not mobilize as they have in Pngland they are
hastening the day when a national bank will be establishied here“to do the work
that parilament has legalized “‘to conserve the financial and commercial interests
That bank cannot come too soon, not only for these strenuous
times, but for all times. The United States is now organizing twelve suth “national
reserve banks” with an uniimited national currency behind them for the purpose of
rediscount against approved securities and presumably as the agents of the govern-
ment in putting out a further issue of 500 miilions of national notes for moving and
The Bank of England ls today the national bank of tha
And in all other countries they have these national banks and they have
found that they must have them:‘to conserve the financial and commercial interests
of the country,” to use the phrase of the Canadian Parliament.

The real fact Is that ‘our banKs are not anxious to step in between the legisiative
ald of parliament and those who would borrow the national
If that is so, then w.

. Ed L

or fall together;

be; nor can it come out of the prepeqt
it can

individual
strength and position! "We still stand by

provided by par-
must have a national

gold to increase the government paper money in circulation by $20,000,000, He may
do so yet, but there is reason t5 believe that instead of the government lu.uln‘ addi-
.. tional Dominion notes the gold reserve at Otiawa may be depleted by the transfer
of $15,000,000 of gold from the government to'tHe banks,
Then again a law was passed by which the government could rediscount the
paper of the customers of any bank if the paper was good. That is to say: tho

. government was authorized to Indefinitely increase the national currency or Domin-
fon notes by way of loan to the banks on good security. The government was auth-
origed to issue additional paper money against @ppfoved collateral other than gold
put there seems no way to set the machinery in motion unless the chartered banh
will apply for the national currency, Apparently they will not make any such appii-
cation, because they want to control the issuing of currency and the power to ex-
pand and contract the same. They will not put government money into circulation
so long uehey haye the sovereign power to emit currency. It would, therefore

«

“WAR BULLETINS.”

The Southam Press has issued a set
of “war bulletins” which should appeal
to business men and others who un-
derstand the duty of “the man who
stays at home,” the man who has to
fight without weapons. One of these
is addressed: “Canadi.,ns—be cheer-
ful,” and another “The Silent Patriot.”

being distributed by the publishers.

WAR BOOKS AT PUBLIC LIBRARY.
In the ‘Toronto Public Library book

e

|

These excellent office wall-cards -are

’bulletin Just issued the librarian has
given a neat little sketch of John Gals.
worthy ‘which should stimulate the in-
terest of readers, and gives a key to
the motive of the literature of the new
generation. Galsworthy . was born in
1867, and" it is notable that the men
101’ letters: born hefore 1860 belong t~
' another age. Galsworthy is also of
Devon stock and so marks the con-
iinued weight of the Keltic spirit in
English Tetters. The lists of books
are well up-to-date, and a special list
of books dealing with the war is given,

P
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~U.S. Firms of Aiding
. _ByitishFleet. "

H

received positive information that two
British cruisers, lying ten miles from

plies of coal, provisions and ammuni-
tion from a vesSel flying the Americap

%e supplies, Count Von Bernstorff
m’& were taken abbard yesterday.

e neutrality laws were so vague,
he declared, that he did not know yet
exactly what he was going to do. .
Count Von Bernstorff said that he
had made an official complaint to Sec-
retary Bryan at Washington about the
provisioning and coaling of the Brit-
1sh ghips. .

The ambassador said that thé ‘coal

erican firms. . i :
At the British constlate, Sir: Cour-
tenay Walter Bennett, cofisul-gen
to New W¥ork, declined to take any
notice of the allegations made:by the
German ambassador.

WASHINGTON, 8Sept. 4.—Count
Von Bernstorff has not presented.to.
the state department any evidence of
coaling and provisioning British. war-
ships at sea by an American vessel
The ambasgador asserted recently that
American firms were selling ammuni-
tion to Great Britain, but did not take
the subject up with the department.

Officials of the, depantment. infor-.
mally . explained today that the atti-
tude of the United States was clearly
astablished. Firms can sell ammuni-
tion to any belligerents, such articles
being subject, however, to capture at
sea as contraband  cargo. . o
As to coaling warships at "sea, the
state department established a' prece-
dent in the recent sailing of the Mexi-
can steamer - ‘Mazatlan, from ' San
Francisco, suspected at the ti me of
an intention to coal the German crui-

ser Leipzig.
BERLIN’S PATRIOTIC LEAGUE.
BERLIN, Ont, September 4—At a

decided to form a branch of the Can-
alijan Patriotic Fund Association and
to raise a substantial sum of money.
The following officers were elected:
President, 8. J. 'Willlams; 1st vice-
president;: J. LI:I Breithaupt; 2nd vice-

2 1z; s
treasurer, J. Scully; executive, George
Lang, R. Smyth, Dr. G. H, Bowlby,
Mayor Euler, W. H. Lochead, E. P,
Clement, George- Rumpel, H. L. Janzen
and Dr. Honsberger. 5

D. C. M'LEAN I8 DEAD.

Donald Campbell McLean, 80, an old-
time lumber merchant, Is dead at his
residence, 287 Palmerston avenue, after
a brief iliness. He was born in Glen-
garry County and started his business
career as a carriage manufacturer in
Toronto.

$10_Retu

Those desiring to visit friends at the
Valcartier Military Camp should take
advantage of ths low rate excursion
Toronto to Quebec City on September
4th and Gth via Grand Trunk Railway.
Return fare only $10 from Toronto.
Proportionate low fares from Depot
Harbor, Orillia, Toronto and stations
east thereof. top-over allowed at
Montreal. Tickets valid to return un-
til Wednesday, September 9th, 1914,
Trains leave Toronto 9.0 a.m., 8.30 p.
m. and 11 p.m. Equally good service
returning. Double: track Toronto to
Montreal.
Full particulars and berth reserva-
tions from Grand Trunk Agents, To-
ronto City Office, northwest corner
King and Yonge §Sts, Phone Main
4209. 56

rn Toronto to Quebec

Cit
September 4 and 5. Pl

CALLED TO DENVER.

Rev. John McNeill ‘of Cooke’s Pres-
byterian Church may go to Denver in
response to a call which he received
from a prominent church of that city.

”f
’ b
r

ook

_ SEPTEMBER 5 1914 _

Y .‘v"':’ : '~ Z ] ‘.‘ : i : - | .@;y’/ »\ h i3 3 5
'GUW_' THE RISING { \TION BY

and provisions were supplied by Am-}!
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NO EVIDENCE AT WASHINGTON.|

I

:xm'gf‘?'”@hldm ﬂ', o
Michie & Co., Ltd., T

Established 1835
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Boys’ Schoal of

 AUTUMN TERM BEGINS

Canada

e 1 v 78, S GEEAORYS. COVRENOR
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£y,
52

Music and School of Elocution

will regpen for Fall Term om ‘Tlmdgr«
Sept. 3rd, 1914, when all classes in the

1684 Dundas St, West Toronto. ’
g Phone Junct. 79. 4
MARIE 8. McGILL, Musical mmtr.-.“
leigha:

Good New Road
Humber Beach Hut!l

. ' kake Shore Road,

‘Fish Dinners
Chicken Dinners

Also A La Carte Service

Phone Park 328.
636 M. F. CONNOLLY, Mgr.

CUTTING OUT THE BOOZE. .

Editor World: It is with consider-
able interest that the writer noticed
that the Norwegian Government has
{ssued a proclamation closing all
breweries and distilleries, thereby pro-
hibiting the conversion of grain and
potatoes into- spirits’ or beer during
the war; also that the workmen of St
. Petersburg have addressed a petition
to the government asking an inter-
diction on the saie of alcoholic bever-
ages during the war. These are ex-
amples that the people of Toronto, in
view of the prospect of a bitter win-

ter, could well afford to follow. The
writer had oceasion to walk thru a
number of our Yonge street bar-rooms
on Saturday last, and he could not
ail to be impressed with the large
proportion of the men who had con-
gregated in them, who were to all ap-
pearances the ‘“bread-wi or

nners”
ought to be the bread-winners in oar
homes. It goes without argument that
the greater the percentage of n

spent in the bar-room, the less will
be available for mothers to provide
food and clothing for their little ones.

e e————————————————

you

The Torente Junction Gollege of

i T uare, Tore
FIRST TERM OF N OF
the Fine 3 ; :

Full bar-pooms mean.eripty A6
:iud suffering from w Y '“;
on. 2

A Good Dupl

Every office mdn'dmﬁ D

Why mnot make sure of one .

Box Neostyle duplicators at

and guaranteed by the United T
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sable.

Grant
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MILD ALE

The light tonic qualities of “O’Keefe’s
Extra Mild” will be found most
beneficial to heat-tired systems. |

And 'as a delicious drink, as well,

will find it hard to equal

Any dealer can supply you.
THE O’KEEFE BREWERY CO.

LIMITED
.TORONTO




