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classes of the communi

equal decrease in
November last is the nataral movemant
cannot be attributed to mea-
of curtailment, which would not have had
to operate at so early a date. That the
of the monied and commercial class
reriously impaired, is-evident by the
no general withdrawal of deposits took
The action of Government officials and
the Bank of Montreal on a particular day gave
i ’ . . These, however,
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before referred to was made public.
now every appearance that confidence is restored.
I consider it probable that the effect of the fate
mt will mainly be felt in ‘the restric-
tion of the time for which loans &re granfed,
and jn rigil attention to transactions being
based on produce or other merchantable pro-
ere is no reason, | believe, to appre-
that loans will not be obtainable for the
:p- of moving the crops to market, or for
manufacture to a limited extent, of square
tiwber and lumber. Had the crisis continged,
#s it would have done in all probability but for
the judicious use of its power by the governu-
ment, there woukl have been, beyond all doubt,
an entire prostmation of trade in every depart-
went, and withdrawal of credits for winter oper-
ations. In the report of the proceedings of a
cominittee on banking and currency, published
in 1859, there are recorded opinions of leading
offickrs of the banks as to the proper reserve to
be retained by a bank in proportion to its lia-
bilities. Mr. Davidson, of the Bank of Mon-
toeal, placed it at one-fourth of the circulation
ad oné seveuth of the deposits. Mr. Paton,
of the Bank of British North America, at one-
thind of the circulation dnd ome-sixth of the
! The banks for'some years back
bave had far heavier reserves than was cus-
tomary in former years, on several occa
sions the returus of the Cunada Gaseile have
shown Western Banks as holders of nearly
thelr whole capital in the shape of specie.
The following statemeut shows the reserve
retained by the banks of Dutario, (not includ
ing the Commercia’ for the year euding Sep-
tember, 1867. Tae item termed Avnihh‘.r
Assets includes specie anud legal tender notes o
other bauks, and balance due from other banks
payable on demand.
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November ... '62 do W 3 do
Decemsber .. .. 57 do |22 ] d
January, 1867. 52 do . (M1 do 4T do
..... 45 do 19 do ' do
March .. 3 do | |17 do 32 do
April. . | Ly do I8 do 32 do
¥ .. '“ do 11 do |34 do
June.. .58 do 21 do (32 do
July.. 6 do 19 @ 332 @ do
Adgust.......[72 do (28  do 3  do
;“_P_‘f_l{l'!’l’ oo |B do 19 do 2 do

The reserve ‘requisite to be kept in sr-vn-
d"‘.'"‘h largely on the natare of a baw cer’s
business. A Hank which has a large amount
out on long credits, or such as are of a standing
character, will find it prudent to maistain a
much lgrger reserve than anotheér bank which
has a considerable amount of discounts in the
“‘&: of short loans. | Many of the disceunts
0‘( Western banks in the fall of the yedr are
almost equivalent to Ioans at eall, as the pro
perty on which they are hased ix rapidly moved
0 warket, and funds are remitted in payment
at once. The great joint stock banks of Lon
don, as a rule, keep n simaller per eentage of
cash on hand than is shown in any of the moaths
comprisel in the above statement ; and for this

reason, that many of their loans and securities
are in sach a shape that in case of difficulty
they can -be turned into cash at very short
notice. The lowtst reserve of specie in the
above statement, in propor.ion te total liahili-
ties, was 17 per cent.; and of available assets
convertible into gold iuto one or two days, 81
cent. Of the various ““runs” that have
made on the banks in Canada, the largest
number resulted in:a drain of not more than
three per cent. of their total liabilities. The
heaviest run which has been bxperienced by
any one bank, resulted, I believe, in a demand
for not more than ten per cent. of its total
liabilities. Neither of" banks which failed
during the last two years were brought into
suspension by a run. They both succumbed
to the effects of a steady and long-continued
drain of deposits, which resulted from a know-
ledge on the part of their creditors of losses
which considegably impaired their capital.

I have aheady remarked that the effect of
the late crisis will probably be felt in a restric
tion of the length of credits and a more rigid
attention to the guality of paper discounted
than heretofore. This will be a more valuahle
result than a mepe increase in the amount of
available assets which may take place, as expe-
rience has shown, at the same time that a bank
is becoming intrinsieally weaker by incagtious
loans or discounts. It is probable, however,
that a larger amount of actual cash may be kept
on hand in future, and smaller reserves in tL
shape of bauk balances. v

Some of them hold a certain amount of Pro-
vincial notes, which cannot be presented for re-
ckm*:don within fifteen days notice. The Bank
of Toronto hokis $100,000 in this manner
The bank consented to this because it was re-
presented that the financial interests of the Go-
vernment would be promoted therely. Another
reason was that favorable arrangements were
secured with the Bank of Montreal as to settle-
ment of balances, employment of spare funds,
&c., the old system of settlements having been
broken up after the passing of the Provincial
Currency Act. '

The hanks in the ¢ity of Montreal settle
daily in goll or Jegal tenders. This bank settles
daily in gold or Jegal tenders at its head office,
and by drafts on Terento or Montreal at its
branches in Ontario. The rest of the Western
banks settle daily, either by gold or legal
tenders, or by draft on Montreal.

The rate for exchange in the Moutreal market
during last October varied from 6 to:8 per cent.

sremmiam for private, and from 8 to ¥ for bank.
‘Il the early part of October there was consider
able stiingency in the money market of Mon-
treal, snd bills on Londoa were pressed on the
market at rates considerably below those eur
vent in New York. Exchange Jduring the crisis
was almost impossible to sell at any price, but
afterwands the market recovered firnaness. Dur
ing the early part of October the hanks in Mon
treal charged on some trausactions from 0 to
14 per cent. ‘The scarcity rather increasel as
the month progressed, and 14 V r cent. became
a usudl rate in that eity. I have already ob-
served that during the disturbance money could
scarcely be had at any price.

The effect of the Act of last session, directly,
has been little felt, for the reason apparently
that no bank but the Bank of Montreal, whic
was a large creditor of the govermment, came
under its provisions. ' Had the Bank of Mon-
treal not been exeditor of the Government, the
consequence must have been a large curtailment
of its commercial discoints for the purpose of
obtaining means to’ reduce its

circulation.
Being a creditar of the Government, the bank
was enabled to obtain circulating motes of th
Province te replace its own as fast as they were
required ; an operation which was further facili-

tated by its being coustituted the agent of the
2 ement of its cirem

Government for the manag
Jation. Previous to the passing of the Act,
the Bank of Montreal had curtailed its discounts
very largely in the West ; but the curtailment
appears to have been for reasons unconnects!
with the Act, as the tatal of its mlvances was
unafected. Indirectly the passing of the Act
Jed to a suspensions of the rel ition which had
subsisted between the Bank of Montreal and
the rest of the banks of the country. These
J relativus led to the greatest econoly of funds,
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and were not Jess foi: the advautage of the hanks
than for the blm nmmnn": It resulted
also in the locking fip of a considerable amount
of unproductive fugds by the Lasks. When
the position of a k has become impair-
ed, such a lock-up,‘unless its effects were coun-
teracted, might productive of disastrous
consequendes, In Phis case the interests of the
f‘"’l’k would sufféf to a serious extent. 1 be-
ieve, also, that separate returns were re-
quired of the amognt of Provincisl notes and
gold held by each bank, it would be found that
there is a considegably less average -of gold in
the Proviuce tlmmn-n whas befole the passing
of the Act, Judging from the returnd in the
Canada Gazette, Edo not think the Provincial
notes have displa to. any extent the issues
of the hanks \\'hi-‘riull reétain their circulation.
No legislation hms hitherto been devised, and
in my opihion it oull be impossible to devise
any, by which theéfailure of banking establish-
ments cotld be @nutirely prevented. The ex-
perience of Scotlgnd, England and the United
States preves thatunder every system of bank-
ing which has begh known, whether private or
public, whether Wwith guarauteed circulation,
restricted circulafion, free circulation, or mo
circulitiong at all, there may be such bad
management, thaf failure is the inevitable com-
sequence. . It dogk not seem possible to prevent
bad management y legislation, and {it is cer.
tainly impossible: by any legislation whatever
to prevent bad mgnagemént of a bank’s funds
in the way of digenunts “and loass, -including
the purchiase of foreign bills. So far as I am
aware, there is nd instance on recond of a bank
suspending or hslnn, except from bad manage-
ment of this desgfiption, that is either in the
way of locking 3p the funds of the bank in
inconvertible secfirities, or in the way of loans
or discounits to parties who beconie insolvent.
1 give ity therefofe, as my opinion, with due
deferenak o the Wisdom of the Sematy, that it
is vain 'to u,.-a that monetary disturbances
resulting from the failure of Lanking instite
tions can be wholly prevented by legislation.
While/ dearly perceiving, how.ver, that the
powers of |t'_l~l$ihll in !Tm direction are limit-
ed, 1 ani oqually clear that measudres may be
devighd. 'which, $hough they cannot wholly pre
ventheckless management, will exprt a power-
ful @estraining igtluence on those 'who might
otherwise fall info it.

In considering the subject of banking amd
cutrendy in Canfida, it is to be observed that
the question catmot be considered sin 14)’ i
the light of an Bbstract proposition, and as if
a systein had talx inaugurated d¢ move, We
have in existendd a number of chartered insti-
tutions with whom are inextricalily asociated
all the financisl intcrests of the gountry : the
commeres, botlfToreign and dometic, the agri-
cdltural, the manufactares, the fisheries, the
mining, the shipping, the railways of the Do-
minion, all starél in sueh intimale connection
with our existing chartered lapks, that ho
measure ¢an be3aken either to enlarge or Fre-
strict their furietions, either to jeopandize or
benefit their interests, but must 't 1 through
numervas changels upon every department of
business, an] agt at once on the revenues of the
government itsélf, These onsiderations, while
they sheuld it operate to prevent measares
being taken for the improvement and reform-
ation i the coustitution and charters of our
banking corpomitions, 50 as to give a greater
security to the publie, should. undoubtedly
Jead to caution; lest in endeavoring to remedy
evils in‘one - didection others of a graver &m
more s@rious claracter are nol l:éllll,’l‘ to pass.

(T be continwed.)
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Prodress OF Caxapa.—During  the last
nine ydars the imports into Cahada: incressed
u.-wa‘nh of 8liper cent.; Nova Seotia, 72: and
New Brunswigk, 38 ; while the exparts increas-
ol as follows: Canada, 94 pér cent.; Nova
Scotia, 20 ; apd New Brunswick, 25,

The export of agricaltaral ptoductions from
the Provinee of Canada rose frpm £4, 237,000,
in 1850, to $16,765,000 in 1867. The exports
of manefactuges rose from $26,000 to $3:9,000.

The averags aunual increase of popalation in
the Dominiop bas been 3} per cent. Inten
years, (liscouynts increased 63; per ceal., and

deposits in banks 350 per cent.




