Decemser 8, 1899

THE BANK OF ENGLAND SITUATION

I'he position of the Bank of England, as per latest
advices, shows the reason for the recent advance of the
bank rate,

The last weekly statement to hand, com
pared with same date last year, and 1897 15 as | 1

Hows

1%99,

£
Circulation seee see s 20,417,990

. N
Public Deposit . S50, 240 04,5060 7,201,005
Other s . . 20051 L RURD
Govt. Securities . Lo 12 76,40
Other b - 27 8%
Reserve of notes & coin 25110

Coin & bullion, ......

31,900 853

Proportion ol reserve

to Labilities. o000 LI HA% 1~
Bank rate.. .. 5 | }
Conolsieriines 103 1116 1ok

Clearing House returns, 1= 1 451,000 175,650,000

The decline of the proportion of reserve to hahil
ities commenced in December Tast vear, when it fell
from 53 78 on 15th November to 50 38 onorgth D
cember. A month later it went down togo 38 then
it advanced to 45 3.4 in February, and the rate was
nhn]qu"l from 4 to 3 \s late at September last, the
reserve was up to 52 18, the falling off frome that pro
portion to 41 1-2 having been very rapid. s arule,
the more rapidly does the Bank of England reserve
decrease, the sharper are the advances in the baakor to,
and the more suddenly and rapidly does the rate ad
vance over from 3 1-2 to 5 per cent
a recovery of normal rates.
however, unprecedented,

the quicker comes

Ihe present situation s,
An exceedmgly costly war
is in progress while trade is prosperons hevond pre
cedent, and money is secking investment toa cnorm
ous extent.  Thus, there is everything in the commer
cial situation to inspire confidence, though the de
mand for funds to sustain the vastly enlarged mndus
ties of the country is putting all British banks under
strain.  Were even the Government cut of the market
as a borrower for war purposes, money would prob
ably be dearer than in 1897 or 1808, owing  to the
commercial demand, but, as the war 1s abs rhing a
large amount of capital, and investors are somewhat
shy under the anxicties caused by the war, the com
bined demand for trade and for war naturally canses
enough financial pressure to increase the rate. T
exports of gold from the Transvaal being stopped s
also a factor in producing scarcity of supplics m the
money market, and the Indian Government s keep
ing a tight hand on its gold in order to huild up a
strong reserve.  We do not regard 103 11 106ths as a
low figure for Consols bearing 2 34 per centonter
est, which will soon be reduced.  Farly in 1805, when
the interest was higher, and the Bank rate
with a tendency down wards, Cons s were helow oo,
although the revenue was quite buoyant, and many
years elapsed before par was reached.  We contess to
a feeling of gratified surprise at Consols, the !

5 per centy,

standard
security of the world, having receded vl
trifling an extent since war was seen to be mevitable
The drop from 104 34 in September last to the pre
sent quotation might be amply accounted for by the
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Pritish Government ceasing to buy nsols on Sav

nes Banks account, so that it may be fairly said that

Great Britam has entered upon an « vecedingly costhy

war without the national it having been reduced
L Iraction
> e
THE AMERICAN GOVERNMENT BUYS ITS OWN
BONDS.
When the money market in New York last month
as in a highly perturhed condition, rates threatening
to rise to the 30 per cent. point reached o 18g0, the
Secretary of the Treasuny wed a cirenlar announe
ng ois readiness to ]-:-:.';‘ e S5 oo0000 of Govern
ment bonds,  For those of 19o7, at 4 per cent,, 112,75
vas offered, and 1 for the 1904 issue at § per cent
[he Seerctary has expressed his belief that, but for
his MMOVEMENnt, Qo serons panc W wild have oceurred
for which the Government uld have been blamed,
| he sudden entran f a bhuver of securities on so
cantic a scale naturally drew lown on the Seeretary
me purgent criticisy from those whose operations
cere adversely affected by his entering the market
Considering into how dangerons condition  the
country was drifting when the Sceretary stepped i,
L very interest in the country being on the tenter hooks

i anxiety and alarm, we cannot but regard the Gage's
it red b
as to what was required to rest

policy as having beenin a clear apprehension

m confidence, by pro
viding funds, the scarcity of which amongst bankers
When the
England on several occasions has been so
hard pressed that

was exciting the disturbance of credit,
Bank of

the Government came to the relie
of the situation by issuing I xchequer hills, there were
criticisms passed upon this policy even sharper than

those passed upon the action of the Sceretary of the

United States Treasury.  There are times, however,
when the scundest theories must - be violated, and
come interests ignored, inoorder to prevent grave d
asters to the whole timances and trade of the country,
\Vhen a panic is doeve loping 1t calls tor and excuses

exceptional and even rregular measures to avert the
'
|

the law only authorizes the

danger action of the Secrctary was irregular, as
I reasury to buy bonds
I'here has

plus revenu enjoyed by the

out of surplus revenue not been any sur

LU nited States for 8 or 9

years, consequently the offer to purchase bonds by the

Preasury was a policy not mtemplated by the law,

which arranges only for su b purchases to he made

{or the sinking fund account ont ol surplus revenues,

Lut, when a country is on the verge of financial col

lapse, of a panic that threatens to paralyze its trade,

because the moncey available for its commerce is in
adequate to meet urgent demands, while the Treasury

has a gold reserve o S100,000,000, and wh halance

also of nearly double that amount, 1t secims the height

o folly to keep all that vast am wunt of money o ked
up by the Governme ot when a moderate portion of it

would avert a te rrible national disaster It «cems also
of national currency

o hound

to s an amazingly foolish system

wd finance for the American banks to 1




