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is required, besides the improvement of sixteen miles
of river navigation. The propored capal. starting
from Georgian Bay, which is part of Lake Huron,
would make its way direct to Lake Ontario, ntilisieg
Lake 8im-oe. The 8t Clair Flats and the Welland
Csnal are thus avuided, and distance saved at the
very spot where it i8 most important to save it. We
need not say that the St. Clair Flats between the out-
let of Lake Huron, and the Niagara Falls, between
Lakes } rie and Ontario, effectually interrupt through
navigation, and that the artificial works by which these
impediments are neutralired are insufficient te meet
the constantly growing requirements of trade: whilst
even if they were adequate there would still remain
the obj ction of distance, which the proposed Ship
Canal obviates as far as artificial means can obviate it

There ie, however, & turther advantage incident tn
this work second in importance only to that ot facili-
tating trade with Europe It will open the back
country of Capada to settlers. Retween Lake Huron
and Lake S8uperior nature has provided the means of
communication; and the rising city of Superior is, in
due time, destined to become another Chicago. In
due time there will be a railroad between Superior
and the Pacific; and thus the St. Lawrence will some
day be connected with that ocean; an that the Liver-
pool and Loudon trader may reach San Fraucisco by
routes that half-a-dozen years ago would have been
deemed not merely impracticable, but absurd to think
of. Along the Canadian shores of Lake Superior
there are mineral deposits of unrivalled richness.
These will be opened to enterpriee, and their products
will supplement the grain trade and the packing trade
of the West with freights along the Huron and
Ontario canals. This is no fanciful sketch. It will
all take place before the close of the last quarter of the
present century. This canal is only one of its early
developments.

The surveys and estimates of the Lake Huron and
Ontario Canal have been made. and are now under-
going the critical examination of reveral of the fir-t
engineers ot this country. The work will apparently
involve a Jarge capital, but not a large capital in
relation to the anticipated results. It is put down at
40,000,000 dols., or £8,000 000 sterling. So much {8
thought of the project in Philadelphia that engage-
ments have been entered irto provisionally for a sub-
scription of oue-half the amount on coudition that the
other half ia sabscribed here. The way is said to be
clear to a minimum return of 7 per cent.; but there
are further benefits to arise from a land grant by the
Ottawa Parliament ot correspouding importance to
the importance of the canal, When it is remembered
how advantageous to the Staté of Illinois have been
the land grants made to the Illinois Central Railway
Compsany. and bearing in mind also the advantages to
the railway iteelf, we cannot but anticipate that
anlloFous grants to the Lake Huron and Ontario 8bip
Canal Company will be fouud equally advahtageous
to Canada and the company.

Enough bas been said for the present to show that
this project is not one of the common order. Itisas
important to England as to Canada. Itis indeed one
of those great works which, in a progressive age and
with an active population, are powerful auxiliaries to
the extension of commerce and the employment of
industry. And it is capable of demonustration, that if
it had been in operation at this time it would have
imposed no small check on the existing high prices of
bread —Money Market Review.

THE BANXING QUESTION—A REVIEW.
dent of the Gazette.)
N article in a city paper, supposed to be inapired
Dy the Bank of Montreal, recently stated that
circulars embodying the views of the * management '’
of that Bank, which may be conjectured to include
the joint views of the Directors and General Manager,
have been circulated among members of Parliament.
Would it not be well to issue, in pamphlet form, or in
that of an extra sheet for similar circulation, an
analysis and criticism of those views? §

In the editorial above referred to, the questions in
dispute in regard to the Commercial Bauk are sought
to be consigned to the domain of ‘private ocontroverty,
in wbioch the public have little interest—on the
ground that a Bank has a perfeot right to decide
whether or not another institution which may happen
to be in dificulties is worthy of support ? or whether
it is the interest ot the former to assist the latter ?
Had the Baunk of Montreal taken this ground. their
action would have been manly and straightforward.
Whatever difference of opivion might have been
elicited as to their judgment in the premises, no reflec-
tion could have Deen sustained against their good
faith. It is on this latter point, however, that we
consider their conduct most assailable, and, as the
(?overnment Bankers, & fair subject for public discus-
sion.

The Directors state ¢ that they and their General
Manager were actuated by the desire to avert that
calamity (meaning the suspension of the Commercial
Bank)in so far ax was consistent with the safety of
their own shareholders.”

How far this expression of & desire to assist the
Commercial Bank was b-rne out by the o,nduct of
the Bank, may be inlerred from what has been estab-
hshed to have been the course o* events on the day of
the meeting of the representatives of the Upper Ca-
nada Banks at the Bank of 8. N. America on 21st
QOctober. Mr. King suggested and urged that the
U. C. Banks should advance the Commercial Bank,
on the security of the Detroit and Milwaukee bonds,
but which security ke distinctly deelined to advance
one dollar upon. The 58001‘05 advance which hau
been made to the Commercial Bank before M+, King
h d returned from Europe, and consequently without
his sanction, was made u}mn the collateral security of
choice business paper of the Commercial Bank. If
any of this paper shpuld eventually prove unsound

(From a Corresp

such a rerult would reflect only upon the judgment of
the Bank Directors who made the selection, and not
upon the Commercial Bank who offered a large lot of
good paper to choose from

To leave the special gnestion of the Commercial
Bank stoppage, and consider the m-re general subject
of bank circulation, one point in the editorial refer-
red to calls for refutation.

It is there asserted that the Bank ef Montreal—far
from desiring ‘* to nceupy a pogition which appears to
be of an invidious kind”’—¢ is willing and desirous to
“ put the currency of the countr{ on the footing of
* what has becn called free banking,”’ which would
imply that all isgues of monev in the shape of current
notes +honld be prohibited The writer then procevds
to the statement that such a rrohibition would only
place our baok« upon the came footirz as the English
banks, of which manv make dividends two or three
times a2 large ag the Canadian banks The po‘nt of
this paragraph ia sttempted to be establiched through
a fallacy which the writer hopes mav not be detentad
by the majority af ite readers. Undor the torm ¢ Kog-
li h Banks’ are embraced two clasfes of banka w 11
known to those initinted to be essentially different in
the character of their bueriness and in their sources of
profit It istrne that the London banks and those
established within a certain dirtance of the Wetropolis
have baen deprived ot their power of circulation to
favour the Bank of England, but a large proportion of
the country banks in England, and a// the banks in
Scotland, retain and fully avail themselves of their
right to circulate their own bills,

The banks whose profits are two or three times as
large ag the Canadian banks, are to be found among
the London banks, whose deposits are at times ag
much as twenty times the amount of their paid up
capital.

To attempt to establish a parallelism in the syetem
of banking between the great depot of the capital of
the world and a struggling, and coemparatively poor
colony, which has been brought to its present degree
of improvement by credit, and must depend upon the
same agency for a continuance of its prosnerity, argues
either gross ignorance of the subject under discnssion
or a deliberate intention to mizlead the public.

The Bank of Montreal Directors state that they
were, ‘ and are etill of opinion, that any contribution
by the several Banks should have heen on the ba:is
of liability to the public, and not on the basia of
oapital; and that had such a principle been acquirgced
in they would have beeun ready to have considered
favourably an application that their Bank shou'd
extend its first advance, to supplement its full propor-
tion of aid.”

Now, accepting for the moment the soundpess of
the principle enunciated in the above paragraph, ob-
serve the result which would have followed its practi-
cal applicati-n.

The Bank of Montreal had aiready loaned $300,000
on what it considered good securitv—a loan which ita
finaneial position would probably have induced it to
extend to any private borrower who could have sup-
plied equally eatisfactory security.

The amount required to be advanced by the Bank
of Montreal under the arrangement, which would
have proportioned the amount of advance to the capi-
tal of the respective Banks, was $360,000, and although
the other Banks properly demanded that the Bank of
Montreal should contribute this amonnt upon security
similar to that which was offered to them, they finall
were willing to agree that the Bank of Montreal
should retain their privileged security for the $300,000
already advanced, on condition of their advancing
only the additional $60.000 required to make up their
quota; but this mndest and conciliatory proposition
was rejected by Mr. King. On the other hand, had
the propcsition for an advance on the princip'e enun-
ciated by the Bank of Montreal Directors in their
‘““minute’”’—viz.. on the basis of liability to the public
—been acceded to, it would have re=ulted in the Bank
of Montreal renewing their loan of $300,%0. or & por-
tion of it, for a period to have been agreed upon, they
retaining the same or equally good security—for,
under this agreement, the amount of their advance
wou'd not have exceeded, but would in all probability
have baen considerably less, than £300.000.

80 much for the practical result which would have
followed the adoption by the other Banks of the
nrinciple enunciated by the Bank of Montreal. We
d’e ent, however, #n fofo from the soundness of this
princiole.

‘'ne proposition that the interest of the Bank of
Mon'real in the sustaining of the Commercial Bank,
as compared with that of the Ranks of Ontario, is pro-
portioned to the respective liabilities to the public of
these Bankes and itself, rather than to the respective
amounts of capital embarked by each in the busipess
of banking, we be'ieve to be wholly unsound, and, if
expressed honestly, to be evidence of an entirely in-
adequate appreciation of the intimate relations which,
in any general crnmmeroial crisis, the interests of
Montreal will be found to sustain to those of the Pro-
vinoe of Ontario

Much has been said on the subject of the so-called
inflation of the Outario Banks On what, however
have they extended their discounts? On wheat and
grain; and the extension of their circulation has
been in the main to move the crops, which, in the
shape of grain, has been largely bypothecated to
them, as security for the advances which haveenabled
them to issue their notes. Suppose, now, as an
extreme case, that Mr. King’s policy a few weeks ago
had led to the simultaneous suspension of specie pay-
ments by the Banks of Qutario, who would have
suffered mort—they or the Bank of Montreal? Within
sixty days the whole of the Ontario Banka would have
been in & position—Dby realizing on their produce—to
have paid "heir whole circulation in gold on demand
What would have been the position of the Bank of
Montreal? During sixty days a very large proportion
of their receipts would have been in the notes
and checks of Ontario Banks which theg would have
had to receive, or by refusing them, throw a large

gortion of the merchants of Montreal into bankruptey.
he latter course might poesibly have affected to some
extent the value of the six or seven millions of Mont-
real paper they hold as part of their assets.

As to the ““ confidential caution’’ which the Direct-
ors state was properly conveyed by tte Geperal Man-
ager to the various agents, but unfortunately misun.
derstocd by * one or two,’’ the rooner they meet the
damaging assertions of the inaccuracy of their state-
ment already made in the public papers, the more
readily will confidence be re-established in the honesty
of their ‘ minute.””

Tn attempting to &ccount for and justify the harsh
conduct of the Bank in Ontario in 1864-5, the Direct-
org r flect upon what they are pleased to term the
“ old system”’ of banking under which a large portion
of the business ot the country was carried on by sc-
commodation paper, and state that the violeut curtail-
ment of 1oans during these years was the result of the
process of elimivating this ¢ asr ot paper. Now, in
the first place, we charge that this system whichasa
rule is undesirable aithough in certain cases unavoid-
able and pertectly legitimate, was more generally
adopted by the Bank of Moutreal in Ontario than by
any other bauvk, and, we believe, more recklessly
carried out in practice. Of course the Bank made
large losses, but they did so as the result of a mode of
mavagement which would have exhibited similar re-
sults if practiced in Montreal. What. for example,
could have been expected but ruinous loss from lend-
ing to a man of no means and no knowledge of the
business he was embarking in over 8100,000 to bvilda
distillery, and when this amouni was hopelessly sunk,
then turning round and running the establishment
themselves? We mentjon this as but one ot many
transactions which in virtue of their magnitude have
been imporsible of concealment from the general pub-
lic. The very numerous dismissals ot managers and
ngents of the Bank of Montreal, in Upper Csnada,
that followed the events to which we refer, may be
accepted, at least, as an indication of proof of our
statement.

The system of making advances on sccommodation

aper unrepresented by produce or lumber, is, we
gave reason to believe, almost entirely abandoned by
the Ontario Banks, and in the more recently establish-
ed banks has never been admitted in practice to any
considerable extent.

The sneer at the business of the Western Banks as
compared with that of Montreal implied in the tone
of this portion of the Directors’ “minute,’’ has received
an opportune commentary in the disclosures which
the recent suspension of alarge establisbhment here,
has given to the public, of the extent to which mer-
chants of high standing, not exciuding Bank Direct-
ors in Montreal, have lent their names as accommo-
dation endorsers, aggregating a sum of 1ndebtedness
Earely‘" reached by the most inflated concern in Upper

anada.

Equally disingenuous is the attempt to attribute the
failure of the Commercial Bank and the Bank of Up-
per Capada to the system of accommodation paper. We
suppoeed it was tolerably well known that the Com-
mercial had nearly halt of their capital loaned to a
railway corporstion.

The embarrassment of the Bank of Upper Canada
also, asis well known, resuited mainly through politi-
cal influence. It was political influence unduly exer-
cised that tforced the Bank of Upper Canada to assume
the liabilities of 1he Zimmerman Bank, thereby
entailing enormous losses and lock up of capital.

Jt was the private influence improgerly exerted, of
political partizans which induced their loans to cer-
tain millers and steamboat men which resulted in
sweeping losses,

On snother point we discover the eame special
pleading, and desire to avord the odium of arbitrary
measures. The contraction in 1864 and '85 is excused
83 being the inevitable result of the process of elimi-
nating the objectionabie accommodation paper, and
not, &8 we charge, as the result of a premeditated de-
termination to withdraw all the capital possible from
Upper Canada and make practical at a later period,
the adoption of the legal tender scheme by the Bank
of Montreal,

In support ot this view we can appeal to any town
in Upper Canada at which the Bank of Montreal bad
an agency, whether the best paper, and that based
upon the most legitimate business, was not thrown out
as well as the accommodation paper; aye, sonie of the
choicest paper which can be obtained in Canada;
%‘per as good ultimately as & Bank of Montrea! Note.

ad the other Upper Canada Banks pursued the same
course at the same time, uuiversal ruin would have
resulted.

To turn now to the system of banking recommend-
ed by Mr King in his_ memorandum. We have no
theoretical objection to Banks issuing currency on the
basis of the American ™ ational Banks, namely, secured
by Government Bonds bearing interest, nor would the
substitution of such a circulation for that of the present
Upper Canada Banks, affect the latter materially in
respect of profit, for they would draw their interest
on the Bonds. Itis the public who would suffer by
the unavoidable withdrawal from the ordinary chan-
nels of business of six or seven millions of dollars,

The Government returns for 8lst October show a
circulation of over five millions by the Banks, having
the bead offices in Ontario (without reckoning the
Commercial Bank), and that proportion of the circu-
lar of the Bank ot British North America and the Que-
bec Bank, which is undvubtedly obtaived in Ontario,
say 14 millions more, would make six and a half"
millions as the present bank note circalation in Oota- -
rio. Whatever course may be adopted with Banks to
be established bereatter, we believe the withdrawal ot
thege six and a half millions of dollars which would
inevitably result from the forcing upon the present
Ontario Bapks of any scheme whatever of Govern-
ment circulation, would be ruincus to the interests of
the Province of Ontario, as well 88 ultimately to those
of the city of Montreal. To assume that any Bank can
ever be in a position to pay all its circulation and de-



