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THE COST OF ASSET CURRENCY
IN CANADA,

The following expert opinion upon
this subject was written for The Bank-
ers'’ Magazine of New York by H. P.
M. Eckhardt of the Merchants' Bank
of Canada :

In any discussion that has for its
subject the advisabiity of a change in
the currency system of a great nation
it Is particularly desirable that a mc
liberal account be taken of the ex-
penses and drawb: s likely to be met
with in with the innoy
tions that are proposed

This paper has a two-fold object :
it is purposed to give, first, a rough
summary of the not quite so well-
known expenses Incidental to the
maintenance of the Canadlan bank
note circulation; and then to show
that note issue against assets will earn
its full profits only when assoclated
with a system of branch banks, and to
glve some reasons why it appears to
the writer that the smption and
removal of superfluous currency is-
sues, which is %0 necessary to health-
ful working, might not procesd In the
United States with the automatic
prompitude that obtains in Canada.

in the Canadian pub-

a

connection

lic
mmn proportionate cash reserve,
banks loan out the amount of their
note circulation at something like five
or six per cent per annum, the only
charge against these profits being the
cost of the printing of the notes.
Other expenses properly chargeable
against the profits of note circulation

' extra transportation costs, and
alarics for extra worl

creat a vacuum for its own noles

to fill every branch bank collects and
sends in for redemption all the notes
ot other banks on which it can lay
its hands. For branches outside of
the reserve cities there is here the ex-
pense of continually shipping th
notes to a point where redemption will
be made and a loss of interest until
the funds are actually collected from
the respective issuing banks. The
branches of a bank which are always
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shippiug tn sundries must be supplied
In return with the bank's own notes
There is, therefore, going on all the
tme in Canada a cross flow of cur-
rency-—notes coming Into the centres

redemption ; with others e |
similar going out to
The cost of this cross-flow
pense pecullar to the

em. It  sometimes happens that
llllﬂ double lrmnmrmllun ulﬂl is In-
for the sa
&tion lasting only & couple
a_ great many instances,

is an ex-
asset curren

¥
however,
when the notes issued by one branch

wander far afleld they drift into the
territory of a second branch; w
this occurs, economies in transporta-
tion are ofien effected,

It is not intended here to draw (he
Inference that these and other ex
penses outweigh the profits  derive
from the Canadian bank-note clrcula-
tlon ; the fact that the business, with
its attendant expenses is vigorously
pushed to the limits authorized is
to the contrary.

The branch manager's incentive in
actively withdrawing from circulation
the notes of other banks and replacing
them with those of his own, Is to get
credit with his head office for being in-
fluential in increasing the bank's cir-
culation. Diligence and zeal exercised
In this direction are noticed and re-
ju~| as the same

ded when through
their Mlx’\lnymﬂll "the bank's deposits
are Inc r its loans extended.

In Canada, nmn, there Is direct pro-
fit derived by each bank from the pro-
cess of withdrawing from circulation
the notes of its competitors. This
point should be noticed ; it will be re-
ferred to later.

As to the exact proportion of these
transportation expenses deserving the
term extra, that can be arrived at
readily by American bankers familiar
with their own expenses for transport-
Ing currency under the present system.

Next, as (o the manner in which the
Canadian bank-note circu'ation en
tails additions to bank salary lists. Tn
the reserve cities the laborious daily
sarting out of every dollar of cash re
2 tell
bus:

day In_each
a hundred thous-
and dollars and more in fives and tens
must be divided into from ten to twen-
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ty-five bundles—every bank note sent
into the bank that issued it or Into its
redemption bank. Then there is the
SiEning of new notes, and the care of
ts; in the head office of a good
ank these dutles will pro-
vide steady employment for a senior
for six momths or more in every

cgoing comprise the chief
and expenses chargeable against
the profits earned by the Canadian
bank-note  circulation:  concluding
them, it should perhaps be mentioned
that It is the custom of the banks to
lend on the New York call money mar-
portion of the funds ived

from their note clrcul ||I|-n

ally Is this the note is-

sues  expand \hll Mlv dllrll\pl erop

moving time. New s selected,

of course, the funds can be
adily called in without creating

turbance, ne  fluctuations in
York oall rates have thercfore some
influence on the profits from bank-

note issues in Canada
In maintaining a note issue conslsting
of asset currency the lsolated
of the United States would work
disadvantage compared with
branch banks of Canada—first
matier of securing notes.
cullar  circumstances
Canada makes it possible to
bank circulation means of a de.
posit with the Canadian treasury of
five per cent. of the total note circula-
tion—the benks recelving three —per
cent. interest on this deposit and un-
dertaking to replenish the fund when-
ever It Is impaired.  As the notes of
failed banks are n first charge on all
its assets, the lablit
considered of moment. ‘Through the
on, supervision is
f all the
On account of the vast num-
banks in the United States

Hlv'
in the
The pe

banks.
Ler of
that must participate in any note-issu-

ing scheme, American bankers quite
naturally would prefer to secure the
general note circulation by means of a
safety fund accumulated from annual
payments by each bank, of one-eighth
per u'lll or more on its average cir-
eu —this contribution made, the
{iabllity of solvent banks for notes of
alled competitors to cease. Such an
annual contribution would be a disa-

hlllly from Wl\lrh the branch barks

Canada are free.

Next, the cost of the redempi,
agencies wi ould be necessury
keep the new asset notes floatig
par all over the United States must
considerably enhanced when ther. g
not exist in the different districts ny
orous friendly branches to take cire
and utilize such notes as come ini. |
neighborhood.

‘The new addition to the country
currency would be a hopeless mi iy,
the labor of sorting out, findin;:
n«km‘ presentation to the N:\Ielv \I‘
agents, or the issues th
lould l.n- unendin; Instead u’ thiry
five banks issuing notes, as is the
in Canada, there would be thousund
In & teller's receipts for the day the
would be the notes of many
reds of banks, scattered singly
twos and threes throughout the i
Af redemption s to proceed as it « o
proceed, the labor and cost o
sorting out, and of the long jou
necessary to see the notes to their
nes, would have to be 1y
It could not fall to be greatly | ey
cess of what Canadian branch ia
are called on to pay,

Under these circumstances, it i
best an open question whether or 1
the trouble would be taken to for « 1
demption. Unless there Is proii
be gained it seems lkely that {r ol
and labor would be avolded. In Ca
ada, as we have seen, each bank
directly through shoving its own
into the vacuum caused by the w
drawal of those of its competitors by
if an American bank Is alread
culated to the maximum, as many
them undoubtedly would be througs
out the yem here would be nothiy
to gain the withdrawal and
d-~m[ll!ull (?f other banks’ notes. T
probability is that in seasons of pre
sure for currency the asset no
would be képt in the vaults of bar
‘that received them, and pald into
culation again the occaslon aro
This wou'd be quite right and prope
and would be meeting the very cme
gency for which the new notes we
devised. But what would huy
u)wn the currency was over-plen

uld not the country banks ¥

m notes, indiscriminately  mis
with other currency, to reserve hung

to use

orders.

Celluloid Stacch

Never Sticks

Requires no Cooking.

The Brantford Starch Works

We recognize that we are sowing seed when we induce a housewife

We know that the seed is good and the harvest will be continued
If you would build up your business and make satisfied cus-
tomers you should supply them with CELLULOID STARCH

The easy starch—requires no boiling, never sticks.

LIMITED,
Brantford, Can.




