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reasonably hope that the rate wlll ho stili further ro-i
duced.1

There are one or two remarks unavoidably auggest-'
ed by these figures and facta. ln the first place, the
pressure bas been of much longer duration tban on
any former occasion, and probably the very 10w ayvor-
age of the public deposits bas had some littlo effeci
lu increasing thia. The crcuation la koeplng up very
higb, and, as we bave ofien explainod, a igh circula..
tion indicates a general diairuat. It shows that bank-
ors and others are boarding notes te provido for any
possible coutlngency. It la also worthy of note that
neithea- lu 1847 nor 1866 was it necossary for the bank
aciually to transgress the Act of 1844 The bank ouly
acted lu each of these years as if no sncb Act was lu
existence. Iu 1867 the Act was transgressed for igbi-
teen days.

The returna from the Bank of Englanfi for ibis week,
when comparefi witb those for lasi week, present the
followiug reaulta:

Amount. Increase. Dccr'se.
Public deposits....£ ,864,000 £ 193,000 .
Private depoits ... 18,125,000 465,000 ......
Goverument ecurities 10,712,000 634,000...
Othea- securities .... 25.224,000 ........... £932,000
Notes lu circulation... 24,W4,000........... 502,000
Bullion.......14,161,000 529,000 .

Reseve................1,031,000 .

It wll ho seen thai whilst the doposîta bave incroas-
ed £M000e, the securities bave decreased £300,000, and
the restat bas been an increase lu re8erve of upwards
cf £1,000,000.

The folowing are the Bank of France returns:

IncreaseDecrease.
Francs Francs.

The Treasury Balance..............1,400,000
The Curreut Acuts... .......... 1,500,000
The .danos .................. 30000
The Commercial Bils .................... 27,000,000
The Notes .................................... 11,125,000
The Cah.........5,334,000 .-

This week la again favourable, and the cash on baud
la now some £29,300,000, or more than double the
amount held the Bank of England.

There bas been a larger business doue ibis week lu
Liverpool than lasi week, and the sales bave amount-
ed to 85,200 bales, of whicb the trade bas taken 57,300
bales. The stock la reduced 16,200 bales, andfisl now
estimatod at 882,800. againsi 470,600 last year. A re-
port bas been publlahed te-day by a Commissioner ap-
polnted by the Indian Goverument te examine inte,
the prospect of the cotten lu Amerîca. This report is
mucb the mot unfavourable tbat bas yet appeared,
sud, lndoed, ho dues not etimate the yleld at s0 mucb
sas one-haif of what bas been tated. Etimates sncb
as these always, bowever, require to be used witb great
cmr, and if not s0 used, are even more dangerous ihan
more gise.work. As yet, no effect bas been produced
on the Liverpool market, wbicb was duil to-day.
Manchester irade bas been littie, if at ail infinenced
by the reduction lu the bank rate of dscount, and
prices yeterday were, if auytbing, a litle easier.

The fuuds durlng the week bave been steady, but
there bas beon bss improvemeut lu price than had
been expecied. Rallway stocka are geuerally firm,
wiib an upward tendency. Canadian shares are aiso
fia-mer.

Âug. 18, 1866.

(PER ScOTI.]
The Bank of England bas again reduced is rate of

discount to 7 per cent.; and the improvement of near-
ly £1,00o,000 lu the resorve not merely amply justifies
this reduction, but clearly points te a fnrther move-
ment lu ibe same direction. Some of the besi inform-
ed commercial journals seema to think thai the dis-
count rates wll go down; as it dad after former panics,
te, 2j or a per cent. But there are two considrations
to which we ihiuk aufficient attention bas not beon
paid by the persous who advocate this opinion. The
fit is ihat aithough the trade of the country bas suf-
forod, and lasnffering from the injury te credit, til
ihore la not anything like the stagnation whIch pro-
vailed aftea- the former panics of 1847 and 1857. There
are, lndeed, now symptoms of a groater contrac-
tion of trade than seomed probable a monîb or two ago,
but it la mot likely tha i the subsidence of the panic
whlch was scarcely at Il a mercantile one, and which
did not break np the ordiuary channels of business,
will ho followed by a apeody recovery of trade, andi a
-consequent demand for accommodation te carry on
tbst trade. The other consideration la that we are
no w entering upon ihat poriofi of the year when the
ta-ado la at is ftillost development, and wben the dis-
zount rate a-oes hlgheat. The former panics occurred

about six moutha later lu the year, and the very 10wm
price of monoy thon was concident wiih the period1
when it la alwaya atitls cheapest This point was re-1
cently urgod lu a very able article lu the &conomist,J
and to auy person who bas been accustoeof to waicb
the periodical fluctuations lu irade, is importance wil
be very apparent

t bas been the cuatomn to spoak of the recont panic
as a credit one, and not a mercantile one, and it may1
be worth while to point ont wbat are the chief causes1
which have produced ibis pania. It wlll ho of1
especial luteresite Canadiaus, as it wiil show tbem 1
how securo they are from the dangers wbich bosot
Englisb Banking, and bow good and safe iheir aytemn
la.

The firai broad fact which would attract the atten-
tion of auy onquiror jute the Engllab system, la the
enormous dividenda, 20 and 80 per cent., paid by somne
of the banks, coupled with the beavy failures and
lases amcng others. Iu England, banking la ither
very goofi or very bad. The Banks either pay onor-
mous dividonds, or tboy blp to ruin wbole districts of
country. ht would ho out of place bore to go into any
lengibened discussion of the romote causes of this. t
will ho suficiont for our purpose te find ont the imme-
diate causes, lai. Their capital is very amaîl wben
comparefi witb their liabiities; and, 2nd. Tboy keep
very 8mail spocie reserves. And now a word or two
upon oach of ihe8o topies.

lt Their capital is very amaîl wbeu comparod with
their liabiliies. Taking the position of the 15 joint
stock Banks, which did business lu London, juai ho-
fore the partic broke out; we find that wbllst thoir paifi
Up capital was £9,766,000, and their guarantee fond
£2,467,000, thela- Habilitiez amounied te £99,762,000
-iunoCher words, their liabiitios wore more than 10
times their paid-up capital, and more than 8 times the
amount of thoir paid-up capital and guaranteo funda
combiued. The danger of ibis will ho more apparent
wbou Iti l conaidoa-od that a bankor's liabilithes are
mainly composed of dopoais8 repayable, eithor on
demaud or ai vory short notice, whist bis assois
may largoly consiat of bila 0f excbange, dis-
counted for bis cusiomors, and wbicb bilae it
would injure bis credit very mucb, liber te dis-
couni or te obtain advauces upon. Iu such circum-
stances, one of a banker's main resources, in case
of pressure, muai ho the aepaymont wbich ho roceives
day by day, of tbe bis wbich ho holds, and the
largor the amount of theso bls whicb have been dis-
counted oui of capital, (s0 to speak) the easier will bis
position ho; the more roadily will ho ho able te, meet
any demand upon hlm, and tbo more willing wil ho
be te continue te make advauces te bis solveni cuaiom-
ors. t is the distrusi, which, under the prosent, sys-
tem, the banker feels of hie own position, whicb makes
him refuse the customary accommodation te ,parios
wbo are quite undoubiod, and ibus aproadea afeeling of
insecua-hty and panic over the entire mercan tile com-
muniy.

The other point te whicb wo have referred, Ms tbe
samali amount of cash, thai is coin, or its oquivalent,
under the Act of 1844, Bank of England notes. wbich
the banks koop as a roserve. htisl obvions ibat as a
haukerslilabiiies are ail payable in cash, ho must koep
an amouni of cash, sufficieut te enable him to meet
any demaud whch lsata ail likely to ariae upon hlm.
And it would sesmn almoat equally obvious, ihai oach
bank should provido for is8 own liabilities. Unfortunate
ly, owing te varions causes, the banka do not recognize
ibis necessity, and it is not ico mucb 10 say, ihai eav-
lng oui the Bank cf England, ihere i8 not a bauk lu
London, wbicb koopa lu ita tiil more than whai is suf-
ficieni for the curreut wants of the day. It la not
possible te aay bow mucb gold or Bank of England
notes ihoy keep, as tii la nover publisbod separatoly
lu thoir returna; but one littie incident will illuairato
the utter want of self-reliance diaplayed by the banks.
The day of the setiemonta of the bots ou tbe Derby,
requires thai a somewbai largor amount of money than
usual, sbould ho lu circulation. Tbo extra amouni so ra-
quired la, bowevor, after ail, only a very llmited matter,
and yotithisl well knowxA ibai the banka in the West-end
of London, have te make speclal preparalion, by hring-
ing from the bank of England, a supply of gold and
notes.it wouid ni ho an xaggeraiin te say thai
ail the bauka bean upon tbe Bank of England for assis-
tance, and the Bank of Eugland beans upon the Gev-
erument. The wbole system la lu fact, asiray, and the
firit stock and private bankers who shonld eacb pro-
vide for bis own want8, go on lu the vague hope ibai
wben the evil day cornes, the Bank of England will ln

some way be able to provide for their liabilities, liabili-
ties of which it neither knows the amount nor the prc-
hable urgency of the dlaim. Hlow different ail this je
from the Canadian aystem, 1 need flot stop to, show,
and 1 do flot think that any disiuterested observer can
doubt, that with a system. sucli as yours, panics would
be impossible.

During the recent crisis there were two features very
noticeable. The firat was that in nearly every case one
main cause of difficulty originated lu discount bouses
and banka having money repayable ou demaud, em-
barking directly or indirectly linrailway and othor
public works. Even when these inveatments were flot
bad, they caused a lock-up of capital wbicb embar-
rasred and sometimes ruined the establishments gnilty
of sucb indiscretion. No rule can be more certain
than the necessity of persons holding doposits koeping
cîcar of any lock-up. A uniform experlence shows
that such a blunder must end in serions loge, if flot
ruin.

Another cause of the panic waa that many persons
took shares lu limited companies wben only a very
amaîl proportion of the nominal capital was paid up.
They suddenly found that lu roality thoir liabillty was
practicallly unllmited, and this very mucb added to
the goneral fear. It would scarcoly ho too much to
say that, s0 far from. the limited liability principle
having caused the panic or aggravated it, it was the
unlimited liability system. Nearly every conceru
which failed was either nominally or really unlimited.

The returns from the Bank of England for this
week, eompared witb those for last week, preseut the
following resuits:

Ar'nt. lncr'se. Decr'se.
Public deposlts.....£ 8,412,000 £ 58,000 ...
Private deposits .... 18,768,000 688.000 ...
Gov'nmentsecurities ... 10,712,000 No changes.
Other securities .... 24,8M8,000 .... 336'000
Notes lu circulation .... 24,182,000.. ...... 8368,'00
Bulilon................. 14,772,000 621,000 ...

Resere................. 979,000 ..

These returns are again favourable. The depogits have
increasod £700,000, and the securities have decreased
£386,eeo--tbe rosuit being an increase lu reservo of
£979,000. It would have been more satisfactory if the
private deposits had sbown a tendency te roturu to
their normal position of some £13,000,000.

The following are the Bank ot France returns.
Increase. Decrease.
Francs. France.

The Troasury Balance...£ 9,500,000) ...
The Cura-ont Aceounts.. ............ 15,600,000
The Advances............... N]o change.
The Commercial Bilse.............7,500,000
The Cash..................1s,88ee ...

The cash bas again increased, and la now f 80,000,000.
Money in Paris is very abondant, and is seeking em-
ployment at 1 J par cent.

The reduction lu the bank rate bas not had much
effect upon the cotton market, which bas been duil
during the week. The sales lu Liverpool bave
amountcd to 60,500 bales, of which the trade bas
taken 37,600. The estimated stock la now 866,700
bales. Manchester market bas also been witbout
animation; and, yesterday, te effect sales of somo de-
scriptions of gooda, rather low pricca would bave had
to be submitted to.

The abare markets during the woek bave been very
sensitive; but witb tbe prospect of cheaper money the
tendency la rather upward. The fonds bave been woll
maintained, and close ai an advance of J on the week.
Railways are also botter; and the fear of dimlniabed
trade and diminisbed receipt8 la passing away. In
Canadian shares there la but little change. Great
Western's are, bowever, lower, owing te unfavorable
traffic returus.

Aug. 25tb, 1866. H

LETTER PROM A PROTECTIONIST.
[No. 3.]

(To the Editor of the lrade Review.)

T II E next country to wbich 1 wish to refer for
proof of the value and ab8olute necessity of pro-

tection te its infant manufactures lu order to onable
any country to achieve that true ludependence wbich,
lu the prosent state of society, la go desirable and
neccssary, la Russia.

H. Storch, an eminent writer and theorizer on Po-
litical Economy, published lu St. Petersburg lu 1815
bis work lu fkvour of free trade-" (Cors d'Ecoaaomie,
4tc.- Alexander I., boing fascinated by bis plausible
theorios, adoptod bis plan, andi a fair trial of seven or
elght years' duration was made of the free trade pollcy
by that great nation. Whai was the result? To sumn
it up lu one word, It was dis astrous. Foreign manu-
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