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v
THE FIRST BANKS IN UPPER CANADA

T HE close commrercial dependence of the upper province upon

ston, the chief correspondents in Upper Canada of the leading
Montreal houses, to follow with special interest, and usually
with practical imitation, the introduction of such new business
methods or instruments as promised to facilitate the general
commerce of the country. Thus, as we have seen, the attempt
to establish a provincial bank in Lower Canada in i8o8 was
follo'wed shortly afterwards by a similar attempt in Upper Can-
ada, the initiative being taken by the Kingston merchants. The
army bill experience, which was most characteristic and effec-
tive in the upper province, naturally left there a very strong
impression as to the numerous beneficent virtues of a paper
currency. The shrinkage in circulation which followed the
withdrawal of the army bis and the disappearance of the ex-

Vol. V] [Nurnber x
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changes and bullion which had redeemed them, was most
severely feit in Upper Canada. It was the connection of
Montreal wîth the Anglo-American settiements of the West,
much more than any scarcity of money in French Lower
Canada, which caused its merchants to seek so persistently
the establishment of a bank.

In this matter the merchants of Kingston followed suit
without waiting to know the practical outcome of the Montreal
efforts. Early in 1817, after a considerable discussion of the
matter and preliminary organization, the leading merchants and
others of Kingston drew up a petition which was presented in
the House of Assembly on March 3rd, and which is as follows:

IlTo the Honorable House of Assembly of the Province
"of Upper Canada in Provincial Parliament assembled. The
"memorial of the merchants and others of the town of Kings-
"ton, respectfully sheweth : That your memorialists having
"taken into consideration the great utility and advantage of
"banks to a commercial people, which bas been evinced
"by the number which have been established in Eng-

-land, and in the United States of America since the
"IRevolutionary War; and feeling the benefit which the
"latter derive from the ready aid afforded by their banks,
"lto carry on their establishments and improvements in
"ltheir western territory, which, although of a much more
"recent date, is in a more flourishing state than any part of this
"Province, are of opinion that if found s0 beneficial in
"those countries, they cannoe fail of tending to the
"prosperity of this Province. The want of such an estab-
"lishment was severely feit before the war, and there is hardly
"any doubt but that the same inconvenience will very shortly
"occur, whereas a well regulated bank would obviate ail these
"difficulties by keeping up a circulating paper to meet every
"public demand. Your memorialîsts therefore pray that your
"honorable House will be pleased to pass an Act for their incor-
"poration, and authorizing themn to establish a Bank to be
"called 'The Bank of Upper Canada,' having a capital of
"[îoo,ooo, divided into 8,ooo shares of $5o each share. And
"your memorialists, as in duty bound, will ever pray.

"l(Signed) THOS. MARKLAND, and others
"Kingston, january 20, 1817"

We observe that, in this petition, while general mention is

made of the banks of England, yet the whole of the specific
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reference is to the banks of the United States and the beneficial
eflects which they have had upon the progress of that country.
We find also that a good deal of the currency of Upper
Canada consisted, at this time, of American bank notes. This
petition seems to have been very well received by the House
of Assembly, which immediately proceeded to introduce the
necessary bill. This bill passed without a division on March
27th, as "lAn Act to incorporate sundry persons under the
"style and titie of the President, Directors and Company of
"the Bank of Upper Canada."

On April ist, the legisiative council returned the bill with
a few minor amendments, which were at once agreed to by the
lower house, and the Act was sent to the lieutenant-governor
for the royal assent. This was, therefore, the first bank bill
passed by a Canadian legisiature, the Montreal Bank bill not
passing until the following year.

The governor, however, considered it his duty to obtain
the opinion of the home government on the expediency of
authorizing the introduction of a banking system in Canada,
and therefore reserved this first Canadian bank charter for the
signification of His Majesty's pleasure. The legisiature,
doubtless being informed of the lieutenant -governor's inten-
tion, had, at the last moment, attached a rider to the Act pro-
viding that it should not be forfeited by reason of any non-user
before January ist, i8i9. Whether from design or not, the
Pleasure of the home government was flot made known until
this date had passed. Then, after it had ceased to be of any
'value, His Majesty's assent to the bill was graciously accorded,
hence it became necessary to have the Act passed a second time.

The Act of 1817 was the same as those afterwards passed
to incorporate the Bank of Kingston and the Bank of Upper
Canada, with the addition in the latter of article 3, authorizing
the executive of the province to take shares in the stock of the
bank. These Acts were an adaptation from the Lower Canada
Bank Bill of 18o8, and were probably copied from one of the
bills introduced in the legislature of Lower Canada to incor-
Porate the Bank of Montreal.

Before following up the re-enactment of the charter of the
Bank of Upper Canada, some important intervening events.
rnust be recorded.
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Seeing the favor with which the petition of the Kingston
merchants had been received by the House of Assernbly, that
famous group of persons who filled the chief executive offices
and other goverilment positions at York, and who were known
as "lThe Family Compact," seemed to have awakened to the fact
that, despite their customary vigilance, here was something
likely to go past themn which might make a desirable addition
to their already valuable collection of provincial good things.
Hence, we find that on Match i7th, while the bill to give
expression to the Kingston petition was well under pro.
gress, another petition is presented to the legislature which
runs as follows :

"lTo the Honorable the Commons of Upper Canada
"in Provincial Parliament assembled, the memoriai of the
"merchants and other respectable inhabitants of the
"Home District humbly sheweth: That your memorial-

41iStS, seeing the many advantages enjoyed by other
"lcountries from the establishment of banks, by means of
"lwhich the facility of mercantile transactions and the
"linterest of the public in generai is greatly pronioted,
"cas is evident from the rapidity with which aIl improve-
"ments in the internai economy of countries are carried into
"effect, where such depositories have been in operation. That
"your memnorialists in common with the inhabitants of the
"province, experienced great inconvenience previous to the
"issuing of the Army Bills, from the want of a circnilating

4"medium ; and like disadvantages wiil soon become oppressive
ccunless sorne such accommodation is established upon a secure
"and permanent foundat ion. That a bank incorporated by
"charter with a capital of [ioo,ooo, to be held in shares of
"[12 i05. each, provincial currency, would be of the most bene-
"ficiai importance to the improvement of the Province, as weil
"in its agriculturai as commercial progress, your memorial-
"ists have every reason to believe and ground to hope. Where-
"fore your inemoriaiists pray that your Honorable House wili

"1be pleased to take this very necessary and important public
"measure into your anxious consideration, and pass an Act to
"incorporate a body within this Province under the style and
"titie of'« The Upper Canada Banking Company' with a capi-

"1tai of[îioo,ooo, to be holden in shares of [12 ios., provincial
"currency, each, under such regulations as your Honorable
"House may deem wise and prudent. And, as in duty bound,

4' your memorialists will ever pray,
(Signed) 'JOHN STRACHAN, ALEX. WOOD and others"



EARLY HIS TORY 0F CA NA DMN BANKING 5
York at that time was of littie commercial importance,

beyond what business centered in the financial operations of
the government. Almost the only people of any financial
standing were the leading members of the Family Compact,
who controlled the spigot of government expenditure. The
bank, therefore, which was petitioned for by the merchants and
other respectable inhabitants of York, depended, as we shall
see, very little upon the merchants, and very much upon
the other respectable inhabitants. The legislature no doubt
recognized this, and the York petition received no attention.

After waiting for about a year to learn the fate of their
charter at the hands of the home government, the Kingston
people seem to have concluded that no news was bad news, and
that the Imperial government intended to kili the bill by what
the Americans caîl a pocket veto. Hence a number of the
original petitioners, with some others, resolved to follow the
example of the Montreal merchants, and, in the meantime,
establish the Bank of Upper Canada as a private corporation.
They were no doubt encouraged. in this resolution by the suc-
cess of the Bank of Montreal, and by the movements on foot
for the establishment of two otber banks in Lower Canada
Upon the samne model. The first public indication we have of
the movement of the Kingston merchants is found in a letter in
the Kingston Gazette of J une 30, 18 18, urging the establishment
of a bank in Kingston. This letter is interesting as typical of
the very confused ideas as to the functions of banks and paper
money which were then current among the ordinary business
rnen of Canada and the United States.

The writer refers to the fact that seven or eight years ago
an unsuccessful and perhaps premature attempt was made to
estabhish a bank in Kingston. Since that time, however,
Kingston has grown rapidly, and the surrounding country has
filled 11P. The greatness of Britain is attributed in a large
mieasure to hier banks. He estimates that the circulating
m'ediuri of this province stands to the real estate and personal
Property, in the ratio of one to nine, and concludes (falsely
eniough) that only one-ninth of the wealth of the province is
available for productive purposes. He refers also to the great
natural reSources of the colony, and the need for capital to
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deveiop them. The estabiishing of a bank at Kingston, by
coilecting the dormant capital from ail parts of the province,
as aiso from Lower Canada and the United States, would
increase the effective capital five fold. As a resuit vacant miii
sites would be occupied, manufactories established, land cleared,
toil bridges built, turnpike roads would be opened, and employ-
ment given to the numerous emigrants daily arriving. Finally,
as in the case of most other writers on such subjects, he refers
to the facilities afforded by the army bis, without which busi-
ness could flot have been carried on during the late war. But
those bis are now neariy redeemed, and are already at a
premium of five per cent. In this letter we have another
example of the prevalent confusion between circulating medium
and capital. Next week the Gazette contained the following
notice:

IlA meeting will be held at Moore's Coffee House on
"Thursday evening next, at 8 o'clock, for the purpose of taking
"into consideration the expediency of establishing a bank at
"this place, where those who would wish to promote such an
"establishment are invited to attend.

IKingston, ist July, î8î8"

The following week appeared the articles of association of
the Bank of Upper Canada. As already stated, these articles
are almost identical with those of the other two banks being
formed in Canada at the same time, the Bank of Canada and
the Quebec Bank.

The leading features of these articles may be condensed as
follows: -

Capital stock, Çi25,ooo in shares Of [25 each, payable in
gold, silver, or Bank of Montreal bis, two per cent. to be paid
when the whoie of the stock is subscribed, and ten days' notice
given, and six per cent. to the directors when they have been
,chosen, the remainder in calis of ten per cent. whenever the
directors decide and after thirty days' notice. The bank shall
flot issue notes or make discounts until ý 10,000 shall be actually
paid in. There are to be thîrteen directors, chosen annually,
and ftom their number shall be chosen a president and vice-pre-
sidentC The stock and property shall alone be responsible for
the debts of the company, and' ail persons doing business with
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the bank must do so on these terms. Every bond, bill, note, or
depositor's bank-book shall state that payment is to be made
only out of the joint funds of the company. Any number of
stockholders not less than fifty, and together holding not less
than 200 shares, or any seven of the directors may call a joint
meeting of the stockholders. If the object of the meeting is to
consider the removal of the president or a director for mal-ad-
ministration, the person accused shall, from the time of the first
notice, be suspended from the fulfilment of his duties. The
cashier shall give a bond with two or more sureties for £1o,ooo
for the faithful discharge of his duties, and every clerk a bond
for whatever sum the directors may fix. The company shall
not hold lands or tenements as investments, or hold mortgages,
except as collateral security. The total amount of the debts of
the company shall not exceed three times the amount of its paid
up capital stock over and above a sum equal in amount
to the deposits. The books, papers, correspondence and funds
of the company shall at all times be subject to the inspection of
the directors. The directors shall every year, at the joint meet-
ing, lay before the stockholders for their information, an exact
statement of the amount of the debts due to and by the com-
pany, specifying the bank notes in circulation, the amount of
such debts as, in their opinion, are bad or doubtful, the amount
of surplus or profit remaining after deducting losses and provi-
sion for dividends. The company shall not, directly or indirectly,
deal in anything except bills of exchange, gold or silver bullion.
The association shall continue twenty years and no longer,
but the proprietors of two-thirds of the stock may dissolve the
Company at any previous time.

A number of those who had joined in the petition for the
chartered bank did not take stock in this private banking
Company, but made alliance with the private banks of Montreal.
Thus, we find the Bank of Montreal opening a branch in King-
ston, on July 27 th, as the following advertisement will indicate:

"The subscriber having been appointed agent for the Bank of
"Montreal, any sum required can be obtained at his office for
"good bills on Montreal or Quebec or for specie.

" THoMAs MARKLAND
Kingston, 27 th July, i818"
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Mr. Markland it was who headed the list for the first bankcharter. From various sources we discover that Bank ofMontreal notes enjoyed a considerable circulation in UpperCanada. After the Bank of Canada was founded it also estab-lished an agency at Kingston. Thus we find in the Gazette ofOctober î3th, 1818, the following notice :
"lBank of Canada. The subscriber being appojnted agent"for the B3ank of Canada, bie will negotiate bank ilotes for bis"on Montreai, Quebec, or for specie.

WILLIAM MITCHELL"Kingston, Oct. 13 th, 1818 I
Mr. Mitchell was also one of the petitioners for the char-

tered bank.
In the meantime the stock of the private Bank of UpperCanada was taken up pretty freeiy, and on the 27th of Octoberthe subsoribers are requested to meet at Moore's Coffee House,on Tuesday, the ioth day of November next, at 6 o'ciock in theevening, for the purpose of eiecting directors. On Decemberi4 th the stockhoiders of the bank are caiied upon for the firstinstaiment of 8 per cent., being $8.oo on each share, to be paidon or before Monday, the ist day of February next. On April16th, 18i9, appears the first advertisement indicating that theBank of Upper Canada has opened its doors for business.

"lBank of Upper Canada. Director for the week,' Neil"McLeod, Esq. Discount days, Wednesday in each week."Ail notes offered for discount must be handed to the Cashier"on the day preceding the discount day.
",S. BARTLETT, Cashier"

It appears that, foiiowing Lower Canadian precedent, thevarious dîrectors of the bank took duty for a week at a time.The foiiowing list gives tweive of the thirteen directors for thefirst year :-Benj. Whitney, President, Arch. Richmond, D.Washburn, C. A. Hagerman, M.P., John McLean, Sheriff, JohnFerguson, P. Smythe, Neil McLeod, Henry Murney, T. S.
Whittaker, Thos. Dalton, Smith Bartlett.

The bank seems to have flourished, and to have more thanheld its own in competition with the agencies of the otherbanks., Its notes evidently obtained circulation throughout theprovince, and even in Lower Canada, where the Bank of



EA RL Y HIS TOR Y OF CA NA DIA N BA NKING 9

Canada acted as agent for the redemption of its notes. The
advertisement of a Montreai firm. states that Bank of Upper
Canada bis are taken at par.

Having got this first batik in Upper Canada fairly
into business we may leave it and return to the charter which
s0 long awaited the declaration of His Majesty's pleasure. The
first of January, 18i9, having passed, and with it the vaiidity of
the Act to incorporate the Bank of Upper Canada, the parties
interested were surprised to find that the Act was, after ail],
pieasing to His Majesty. The lieutenant-governor regrets to
announce that the officiai expression of that pleasure had been
unusuaily deiayed. In a letter to Gouldburn, dated May 7th,
1819, lieutenant -governor Sir Peregrine Maitiand refers to
the situation in these terms:

«IMy DEAR SIR,-I received from you by the iast mail a
"despatch which states that His Majesty's Privy Couricil
"see no objection to certain bis passed in this Province
"in 1817, the first of them entitied 'An Act to Incor-
"porate Certain Persons under the Style and Titie
"of President, Directors and Company of the Banik of
"Upper Canada.' Though the two years have expired,

"and I cannot make the Act in question availabie, 1
"Carn very happy to be authorized to give the royal assent to a
"sîmilar bili which may be passed the next session. The
"Province is over-run with American paper, and judging from.

"the connections of the persons who were about to open a bank
t4at Kingston, there was every reason to suppose that the evil
"4would be much increased. But a provincial bank wiil
Cicrush it."

SThe latter part of this letter gives further confirmation to,
the fact, indicated fromn several other quarters, that American
batik notes were then circulating to a considerable extent in
Canada. The suspected tendency of theprivate Banik of Upper
Canada to increase this circulation, bas reference to the fact
that the chief promoters of that batik were Americans, oif the
saine type as those wbo started the Batik of Canada in Mont-
real, and who were especiaily interested in the trade between
Canada and the United States. It was naturai, therefore,
that the Kingston batik should associate itseif with the Bank
of Canada.

The lieutenant-governor had intimated that the form of
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a re-enactment of the charter of the Bank of Upper Canada
would have to be gone through in order to make it available.
Accordîngly, on May 2ist, i819, the Kingston people once more
called a meeting to consider the propriety of petitioning parlia-
ment at its next session for a renewal of the Act incorporating
a banking company in this province. This movement, we find,
was supported by most of those connected with the private
B3ank of Upper Canada in Kingston. As a resuit of this meet-
ing a petition was drawn up and presented to the Legisiature on
j une I2th. On june 16th the York people presented the sm
petition as before, asking to be incorporated as the Upper Can-
ada Banking Cormpany, thîs time signed by William Allan and
twenty-two others. Mr. Allan was a risîng member of the
Famnily Compact. At that time he held three different offices,
and was destined before long to become a stili more important
member of the fraternity under the title of The Honorable Wm.
Allan. Again, however, the legisiature took no notice of the
York petition, but proceeded to re-enact the original bill in
accordance with the Kingston petition and the speech from the
throne. The Compact, however, was not in the habit of suifer-
ing its objects to be lightly defeated, otherwise it had neyer
attained to the power which it then enjoyed, or improved its
future opportunities. It at once adopted a new plan of camn-
paign, as we shail presently see. The second bill chartering
the Bank of Upper Canada passed the legislature on june
24 th, yet nlot so unanimously as on the former occasion. In its
later stages, strange to say, Mr. Robinson, of York, who had
introduced the bill for the rival bank, now appears as the patron
of the bill, while many of the eastern members, its former sup-
porters, voted against it. The bill passed, however, by a
majority of three, and was sent to the legislative council. On
July 8th, Mr. Baldwin, the Master in Chancery, brings down
from the legislative council the following message with refer-
ence to the bank bill :

" MR. SPEAKER :-The Honorable the Legisiative Council
"requests a conference with the Commons House of Assembly
"on the subject matter of a bill entitled ' An Act to incorporate
"sundry persons under the style and title of the President, Di-
"recters and Company of The Bank of UpperCanada,' and have
"appointed a committee of two of its members who will be
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"ready to meet a committee of the Commons House of Assem-
"bly for that purpose in the Legisiative Council Chamber at the
"rising of this House this day."

The conference took place, and the resuit, though strange
enough in itself,had ail the facility and despatch of a prearranged
harmony. On the very saine day, at the next sitting, Mr.

Baldwin brings down the bill, sent up from the lower bouse, to

incorporate the Bank of Upper Canada, which the legisiative

council has passed with somne amendments, which amendments
consisted simply in striking out the namnes of the Kingston mer-
chants and others, and substituting the names of the members
of the Family Compact and their friends, while the head office

of the bank is changed from Kingston, niot to York, be it observed,
but to the IlSeat of Goverument." There was some talk at

that time of removing the seat of government from York, and
the Compact naturally wished to be able to carry the bank with
them. As a further evidence of prearranged harmony, Mr. Bald-
win brings down along with these amendments,and as a solace to
the Kingston people, a bill, already originated and passed by the

legisiative counicil, entitled "An Act to incorporate sundry per-

"sons under the style and titie of the President, Directors and
"Company of the Bank of Kingston," which they recommend for

adoption by the lower house. This bill was simply, witb the

Omission of one article, a copy of the Act which the Compact
Was in process of capturing. As a final evidence of prearranged
harmony, the majority of the lower bouse, under the leader-
ship of Mr. Robinson, immediately accepted these astonishing
amendmnents, passed the Act s0 aniended, and read the Bank of

Kingston bill a first tîme, ail at one sitting.
But why, it may be asked, since the Compact was willing

to allow Kingston to have a bank, did they flot permit the

Kingston people to keep their own bill, and why did flot the

Compact use its influence to have a new bill passed to establish
the Banking Company of Upper Canada, for which they had
Petitioned the bouse just three weeks before ? To which we
rnight suggest the following answer : In the first place, their
proffered bill to establish the Banking Company of Upper
Canada had been already shoved aside, and it was evidently a
bill to establish the Bank of Upper Canada, to which the gover-
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nor seemed authorized to assent. In the second place we find
that the bill for estabhishing the Bank of Upper Canada con-
tained an important clause adapted from the Quebec bill of
i8o8, and ultimately from the charter of the first Bank of the
United States, making it lawfui for the governor or lieutenant-
governor, or person administering the government of the
province for the time being, to subscribe and hold in the capi-
tal stock of the said bank, for and on behalf of this Province,
any number of shares therein flot exceeding 2,000, the amount
whereof the governor or lieutenant-governor, etc., is autho-
rized to take out of the unappropriated monies which now
remain in the bands of the Receiver-General for the future dis-
position of the parliament of the province. Whether this
clause, which was not in the previous Act, was incorporated in
this bill when it was first introduced to the House, or was
added after the Compact became interested in it, I have
flot been able to exactlv determîne. What evidence there is
would seem to indicate that it was added to the bill by its new
friends. As the Compact usually controlled the executive of
the province, with very liînted responsîbility to the legisla-
ture, it may be seen at a glance that a charter with such a
clause in it would be to the Compact an extremely desirable
possession, as practically the same persons would then have
both the granting of the public money anid the use of it ail in
their own hands.

Sir Peregrine Maitland was as yet new to his office, and
had flot been brought into that condition of personal sympathy
and cordial co-operation with the purposes of the Compact
which he afterwards exbibited.

When, therefore, the two buis came before the lieutenant-
governor for his contribution of the royal assent, hie evidently
felt unable to sanction so considerable a departure from British
methods as that indicated in the capture of the bill to incorpo.
rate the Bank of Upper Canada, hence, contrary to expecta-
tion, hie reserved the captured bill for the signification of His
Majesty's pleasure, and gave the royal assent to the substitute
establishing the Bank of Kingston. The people of Kingston
were naturally much astonished at the turn things had taken.
But seeing that the captured bill had been reserved, and that
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the one sanctioned was the only charter before the country,
they nmade the best of the situation, 'and set to work to raise the
flecessary capital.

It was on JUIY 12th, 18i9, that the lieutenant-governor
gave the royal assent to the bill establishing the Bank of
Kingston. The Act was published in full in the Kingston
Chronicle on July 23, and in the saine issue of the paper a
notice appeared calling a meeting of the inhabitants of the
town and its vicinity for the purpose of adopting measures to
carry the Act into effect. This meeting was evidentiy in favor
of going on with the charter, and in the next issue of the
Chronicle we have the foliowing :

IlNotice.-Books of subscription for the Bank of Kingston
"will be opened at the directors' room of the Bank of Upper
"Canada, on the 24 th August next, and kept open each day
"from, the hour of 10 tili 3 o'clock until further notice.

IKingston, July 27th, i8i9"

This notice indicates that there was no antagonismn between
the chartered bank and the existing Bank of Upper Canada.
Two of the directors of the Bank of Upper Canada, Neil
McLeod and Patrick Smyth, were among the petitioners for the
Bank of Kingston. From the fact that the majority of the
directors of the private Bank of Upper Canada were among
the charter members in the bill which was captured by the
tionk opie, we may reasonably conclude that it was the inten-

tOofthe private Bank of Upper Canada to unite itself with
the provincial bank as soon as established.

By the third clause of the Act of incorporation of the Bank
of Kingston the number of shares to be subscribed for in the
first instance by any one individual was iimited to eighty.
Afterwards, if not ail taken up, the number mnight be increased.
Subscription books were to be opened on the 24 th of August,
and the Chronicle, referring to the fact, says that when the
books were opened for siîbscriptions several individuals entered
their namnes for the full number of shares aliowed in the first
instance. In the saine article it is assumed that most of the
stock wili be taken up in Kingston, as it has the largest amount
If capital in the province. It is pointed out that a bank-note
currency is greatly needed in Upper Canada, as it -will serve ail
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the purposes of provincial trade, and yet not be likely to drain
away as specie does. This idea, as we have seen, was at that
time as common as it was fallacious. The bank notes being
redeemable in cash, if the nature of the provincial trade
required money to be sent out of the country, bank notes
would simply be converted and the bullion sent off. It
was also held, with more reason, that these notes by affording
a circulating medium for the western trade of the province
would greatly increase it, yet if it tended to increase imports
rather than exports, on which it could have little influence, it
might simply be hastening the exit of metallic money, and this
was, in a measure, the actual result.

The Kingston Bank charter provided for the opening of
books of subscription in the towns of Niagara, York, Brockville,
Amherstburg, Ancaster, Vittoria, Hamilton, (Cobourg) and
Cornwall. It was expected in Kingston that stock would be
taken in most of these places, and branches of the bank opened
in a number of them.

In view of what followed we require to note particularly the
economic condition of the province and of the neighboring
States at this time. A great decline had taken place in the value
of Canadian agricultural products, owing to the contraction at
once of the home market furnished by the troops and other
government employees, and of the British market, due to the
introduction of very stringent corn laws in the interests of the
British farmers. The United States was also undergoing the
natural reaction from the war with England, and was especially
suffering from the depression in international trade which fol-
lowed the close of the long struggle in Europe, during which the
United States had enjoyed an exceptionally favorable position.
The British corn laws injured the American farmers also, and
there followed throughout the United States a period of very
severe commercial depression, during which metallic money be-
came scarce and many banking institutions came to grief.

The Canadian trade with Britain was stillgreatly hampered
by the remnants of her late colonial systen and the navigation
laws. The Americans, on the other hand, had obtained many
relaxations of that policy in their favor owing to the necessities
of the late European situation. As a consequence, the Ameri-
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cans were able to supply Canada with many lines of colonial
and foreign goods, especially those from China and the East
and West Indies, cheaper than they could be had from British
inerchants. Hence, as in the case of Lower Canada, the money
which left the Upper Province went largely to the United
States; from Kingston it passed chiefiy to Sackett's Harbor and
Oswego.

At this time the Americanspreferred silver to gold, as it was
best suited to their trade with China, India, and the East gen-
erally, as also with the West Indies and South America.

A great part of the money sent from Britain to redeem the
armnY bis was gold, hence silver in Canada first passed to a
prermjum and soon left the country. About the beginning of
1820 it was reported that there was hardly any silver in circu-
lation in Canada. Gold itself had passed to a premium of one
per cent., while bills of exchange on London were at a premium
Of five per cent. in gold, or six per cent. in silver. Later on we
find that the relations of the metals have changed. The new
trade poiicy introduced by Huskisson made it more advantage-
OUS to the Canadians to deal with England, consequently gold
camne to be the metal most in demand for exchanges, and in 1822

we find that the banks are offering four per cent. premium on
British gold and two and one haîf to three per cent. on other kinds
of gold. For good bills of exchange on Britain the banks were
willing to pay ten per cent. premium, while fifteen per cent. or
Over was charged by the banks for exchanges on Britain. These
figures indicate how one-sided the foreign trade of Canada was
at this time. At the same time it was obviously very profitable
for the banks to undertake the work of exchange, especially
W'here they could obtain control of the government bills or
those of the leading importers. This, as we have seen, con-
Stituted the strength of the Bank of Montreal, as afterwards it
las the mainstay of the Bank of Upper Canada at York.

Naturally this period of depression was particularly trying
to the inerchants of Canada, and especially to those in Kingston,
who depended so largely on the general trade of the province in
agricultural products, and had neither the advantages of the fur
and timber trades of Montreal and Quebec, nor the patronage
of the government as at York.



16 JOURNAL 0P THR CANADIAN BANKERS' ASSOCIA TION

The expansion of Kingston during the first twenty years of
the Century bad been rapid and encouraging. Credits to the vari-
ous local rnerchants, to miii owners and grain dealers had been
necessary and extensive, and for some time after 1812 had been
very well discharged. When, therefore, the evil days of low
prices and slow sale for agricultural products fell upon the pro-
vin ce, accompanied by the rapid disappearance of the currency,
these obligations could flot be met with the same promptness.
This was particularly disastrous to Kingston, where most of the
credits centered, and which had been in a sense speculatively
discounting its future. This brief outline of the situation wiIl
enable us the better to understand the currency and banking
condition during the five or six years which followed i8i9. In
this period the collapse of the private Bank of Upper Canada
occurred.

The expectation of the Kingston people that shares in
their bank would be eagerly taken up by other Upper Canadian
towns was doomed to disappointment. The truth is that as the
outlying centres were the first to feel the pinch of the growing
depression, they were already unable to find money for anything
more than their present needs, if even for those. Hence they
could flot take shares in a bank requiring the varlous instal-
ments to be paid in gold or silver. The minimum amnount
required to be subscribed before begînning business was
[5o,ooo ($-200,ooo), and of this [2o,ooo was required to be paid
in. With very littie assistance from without, and under the
conditions of the time, this proved to be too much to be raised by
the people of Kingston alone.

Meanwhile the unchartered Bank of Upper Canada was
d&ing a very brisk business, ail things considered much too
brisk for safety. Just in proportion as specie left the country
people sought assistance from the bank, and its directors did
not recognize with sufficient clearness that the very condition
of affairs which led to the calling out of its notes would make
it difficult for its customers to meet their obligations to, the
bank.

Business conditions continuing to grow worse, much specu-
lation was indulged in as to the best means of remedy. The
'bpinion which prevailed was that the growing scarcity of mnoney
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was the tap root of the evîl. Few went beyond that elemen-
tary observation to ask what might be the cause af the scarcity
Of maney. We need flot perhaps be too impatient in this
'natter with our predecessors, when we find that the average
modern citizen, with Sa much additional experience available,
cOmn-only arrests his diagnosis at the same elementary point,
and spends much of bis time in seeking for or trying to apply
the wrong remedy.

When, in 1821, the first session of the 8th parliament
Opened at York, we get a glimpse of the nature of papular
opinion on the subjeet. Mr. Stephen Conger and other inhabi-
tanats in the township of Hallowell, set the bail ralling by their
petitian ta the Hause ta do something tawards supplying the
country, especially the farmers, with maney. The petitian itself
iS not faund in the Journals af the House, but the repart of the
Conmmittee ta wham it was referred is given, and is 50 interest-
lflg with reference ta several aspects of aur subject, that I give
a few extracts from it. It appears that the petitian had asked
for the issue of an inconvertible paper currency by the gavern-
Inent, for the cammittee reports that they Ilfind that ta pass an~

Act authorizing the emissian of a paper currency which should
"be a legal tender in satisfaction of executians, wauld be in
direct violatian of the British statute 4 Gea. III, chap. 34,"Which expressîy prohibits the creatian of paper bis of credit,
"ta form a legal tender by any Act of a colonial legislature."It appears, further, that the petitianers desired that the govern.

Iflent, having pravided itself with plenty of this legal tenderPaper, shauld apen a loan office ta furnish the farmers with
IflOneY on the security of their lands. The better informedrnernbers of the cammittee recognized weli enough what that
Wauld lead ta, and declared that "la loan office established anIthe Principle stated in the petition would nat ultimately affard«the relief desired. It would be dangerous in the present de-et Pressed state of agriculture and commerce ta afford sa generala facilitY, ta boans, which your committee fear wauld end in the

inevitable sacrifice of the landed praperty of most of those
'Persans who might be induced by it imprudently ta seek relief
'against present pressure, or embark in speculative enterprises
"from too sanguine anticipations of the future. Your commit-

2
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Iltee further beg leave to express their conviction that a paper
cccurrency issued without any provisions for its redemption by
"cpayment in specie, but buit merely on the credit of landed
"security, must inevitably and immediately sink in value, and
"to attempt to force it as a legal tender in cases of debts now
"contracted, would be in reality to defraud individuals and
"would ruin the credit of the country."

This is sufficient evidence that men of sound views were
flot wanting to check the populist ideas of those days. The
committee, however, wished to impress upon the house "cthe
"great embarrassment experienced throughout this province
"for want of a circulating medium." Further, they declared

that Ilalmost ail the money transactions of this province are
"lcarried on through the means of the paper of a private bank
"of this province, flot established by charter, or by bis of
"banks in Lower Canada, which it is obviously contrary to
"good policy to suifer to continue."

As a result of this report and the discussion on it, the fol-
lowing resolutions were adopted by the House on April 6th:

IlResolved, that it is the opinion of this House, that the
"cestablishment of a provincial bank under proper restrictions
"would be beneficial to the country, by remedying the great
"want of specie, by securing to ourselves whatever advantages

"1are to be derived from the issue of a paper currency, and by
Ilestablishing a circulating medium of known security, instead
"1of the paper of private banks, uncontrolled by charter or
"legislative provisions, and which from its being rejected by
"the public receivers, does not answer eifectually ail the pur-

"1poses of trade."

The second resolution runs thus:
IlResolved, that it is the opinion of this House, that a bill

49should be brought in for establishing a provincial bank, the
ilcDrporation to consist of such persons as shahl become stock-
"1holders under the provisions of the Act ; the systern to be as
-"similar as circumstances will permit to that contaîned in the
"bill formerly passed for establishing a bank at Kingston, except
"that to insure its going into operation, the amount of stock

4"and deposit, and consequently the paper to be issued, should
"1be reduced."

-Evidently the people of Kingston were quite satisfied to
accept a general Act of this nature providing for the establish-
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iflg of a provincial bank, the stock and management of which
WlOuld be open on equal terms to ail parties in the province.
lience they made no effort to have their charter amended
to reduce the stock and deposit required before starting the
bank.

In accordance with the second resolution a committee was
aPPOiflted to draft a bill giving expression to the ideas therein
contained. This was done, the title of the bill being: -"An Act
"to establish a Provincial Bank, under the style and titie of
"the President, Directors and Company of the Bank of Upper
"Canada." The bill passed through ail its stages, and received

the royal assent on April î4 th, 1821. Nevertheless it was
domed to perish still-born. To the astonishment of everyone
there arrived from England a day or two afterwards the officiaI
expression of the royal assent to the Act of 18i9, establishing
the Bank of Upper Canada which had been captured fromn the
Rîng1ston people by the Family Compact. This of course had
precedence of the Act just pseadwsdl rcamdo
Aprii 2îst. asd n a dl rcamdo

As in the case of the Kingston Bank charter, the capital ofthe York Bank of Upper Canada was fixed at [200,000, Of
'Wihich [50,000 was required to be subscribed and C20,000 paid
il, before the bank could begin business. The government was
aulthorized to subscribe for 2,000 shares, amounting to [25,000.
As already pointed out, the promoters of the bank and the
eecutive of the government were practically the same persons,
hence, as was to be expected, the government at once subscribed
for the whole of the 2,000 shares which it was permitted to take.
This was itself haîf the minimum required. Yet it was found
'n'possible to raîse the other half. Some of the more solid and
conservative members of the government disapproved of the
Wehole ruovement, recognizing that there was no adequate capital
Or business at York to justify the existence of a bank there.
Trhus, the Hon. John McGill, the Receiver-General, whose1CfOWledge of the economic condition of the country was superiorte that of any of his colleagues, in writing to a friend at this
tUlle, 1821, says s-

48 It is not yet ascertained whether there are sufficient sub-scribers to the Upper Canada Bank to commence operations.
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"My own opinion is that it wîll be a losing business, though 1
"have been dragged into subscribing more than was perhaps

"'prudent. I really cannot see what good business a bank can do
"here. The Lower Canada banik, I arn told, has not been able
"to pay a dividend for the last year owing to bad debts."*

But Mr. McGiIl had some colleagues who were looking in
quite another direction than ordinary business to make the
bank pay.

When it was discovered that a sufficient amount of stock
could not be disposed of to fit the charter, it was sought to make
the charter fit the stock to be had. At the next session of the
legîsiature, which was convened in November of the samne year,
the Attorney-General introduced a bill to amend the charter of
the Bank of Upper Canada, which is usually referred to at this
time, both in the journals and elsewhere, as the "lYork Bank."
The bill passed through its various stages under the direction of
the Attorney-General, and became law on January 17th, 1822.
By this amendment the minimum deposit required was reduced
ftom £20,000 to [îio,ooo. Even then, however, and with the
aid of the government shares, it was found impossible to raise
the minimum.

In looking over, in the Toronto Public Library, the manu.
script papers of Mr. Samuel P.Jarvis, one of the first stockholders
of the bank, I find, among other interesting bits of information
with reference to that institution, his receipts for the payment
of the first five instalments on the capital stocksubscrbed. The
first cail was for io per cent., or [/i 5s. per share, and the receipt
for this is dated ist March, 1822. The second is also for io per
cent., and is dated ioth june, 1822. In July the bank began
business, and the third cali was not made until October, 1823.
The bank, therefore, went into operation on 20 per cent. of its
subscribed capital. In the end Of 1823, after the payment of
the third call for 5 per cent., the paid-up capital was reported
at [10,640. Even assuming that the amount of subscribed
capital was as great in 1822 as in 1823, if 25 per cent. of it
amounted to [10,640, then 20 per cent. could flot have exceeded
£8,512, ofwhich [C5,000 represented the amount contributed by
the government from the public funds, and £3,512 the whole

*This letter is given in Il Toronto Past and Present.'
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arnount contributed by the stockholders, But, as we find that the
amlount of subscribed capital was gradually increasing, we are
jUstified in assurning that there was somewhat less stock taken
Up in 1822 than *in 1823. Hence, when the bank began busi-
ness, there must have been somewhat more than [1,500 of a
deficiency in making up the minimum of paid-up capital re-
quired by the amended charter. How then was this deficiency
mTade up ? Mr. Geo. Hague, General Manager of the Mer-
chants Bank, bas told us on the authority of Mr. Boulton, that
Part of the funds needed to start the bank were advanced out of
the Military Chest.

The directors of the bank as it went into operation were
the following: Wm. Allan, Hon. josephi Wells, Hon. and Rev.
Dr. Strachan, Thos. Ridout, Chris. Widmer, Hon. John McGill,
Tarnes Crooks, Wm. Proudfoot, Hon. J. H. Dunn, Henry J.
Bo31ulton, Hon. James Baby, George Munro, George Ridout,
lion. George Crookshanks, Hon. D. Cameron. Fifteen in ail,
Of vho1m fine were either members of the Executive or Legis-
lative Council, or held important offices under government,
while most of the other six are found in similar positions a few
Years later. Thus, with the exercise of a great deal of inge-
~UitY) and the contribution of a littie capital on the part of its
Pronoters, we find that notable institution, the Bank of Upper
Canada, started on its interesting career.

Finding that the establishment of a provincial bank had
been Prevented by the proclamation of the royal assent to the
Bank of Upper Canada at York, the Kingston people once
Mobre resumed their efforts to secure a chartered bank of their
OWýn ; and from that time till the final passing of an Act in 1832,
Chartering the "Commercial Bank of the Midland District,"
there waS an interesting conflict between the Family Compact
at York and the commercial interests in the eastern part of the
Province, the details of which, however, bring us into a new
ePocb.

Meantime we have the failure of the private Bank of
UJpper Canada at Kingston-the particulars of which make
rather a long story which cannot be narrated here.

Q1""~'' UNIVERSITY, Kingston ADAM S1IORTT



THE LEGISLATION 0F 1897 SPECIALLY AFFECT-
ING OR INTERESTING TO BANKS

IN accordance with my duty as counsel for the Canadian
Bankers' Association, I examined from time to time as they

appeared, the various bis, public and private, introduced into
the parliament of Canada and the legisiatures of the various
provinces, during the sessions held in 1897. Very littie ap-
peared in any of the provinces, except Ontario and Quebec,
which specially interested batiks, or to which exception on their
behaif required to be taken.

In the province of Quebec one bill was introduced relating
to the assessment of certain properties and to the duty of cer-
tain batik officiais with reference thereto. This bill was opposed
by the Bankers' Association, as weil as by other interests, and it
failed to become law. In the Dominion parliament and in the
Ontario legisiature some important measures were passed;
others which it was thought would prejudîcially affect batiks
were introduced and successfuliy opposed, the bis being either
thrown out or withdrawn, or so amended as to remove the
objectionable features.

It is not proposed in this paper to deal with the measures
which did not become law, but to refer to those which are now
on the statute books.

FORGED AND UNAUTHORIZED ENDORSEMENTS

The most important of these will be deait with first, and
us here set out in full, viz :

CHAP. io

"AN ACT RESPECTING FORGED OR UNAUTHoRizED ENDORBEMENTS
"OF BILLS

- Arsenied to Yune 291h, 1897
"Her Majesty, by and with the advice and consent of the Senato and

House of Gommons of Canada, enacts as follows-
Il I Subsection 2 Of Section 24 of The Bis of Exchange Act, xSgo, as
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"aMended by section 4, Of chapter 17 Of the statutes of x89i intituled ' An
«'Act ta amnend The Bis of Exchange Act, 1890,' ishereby repealed, and the

fallowing subsections are substituted therefor :
.. 2. If a bill bearing a forged or unauthorized endorsement is paid ini

g0ad faith and in the ordinary course of business, by or on behaif of the
drawee or acceptor, the person by whomn or on whose behaif such paymnent
"is Made shall have the right ta recaver the amnount Sa paid from the persan
"ta whomn it was so, paid or frora any endorser who has endorsed the bill
"subsequently ta the forged or unauthorized endorsemnent, provided that
notice of the endorsemnent being a forged or unauthorized endarsemnent is

"given ta each such subsequent endorser within the timne and in the manner
hereinafter mentioned ; and any such persan or endorser from whomn said

"amnio> has been recovered shahl have the like right of recovery against aDy
"Prior endorser subsequent to the forged or unautharized endorsement.

" 3. The notice of the endarsement being a forged or unauthorized en-
dorsemnent shall be given within a reasanable timne after the persan seeking
"ta recover the amnouat bas acquired notice that the endarsernent is forged

or unauthorized, and may be given in the samne manner, and if sent by

POs May be addressed in the samne way, as notice of protest or dishonour
of a bill May be given or addressed under this Act."

In order that the full importance and meaning of this
Statute mnay be understood and appreciated it will be conveni-

ent ta refer to the history of the law relating to forged or
Uflauthorîzed endorsements, bath in England and in Canada.

In England, before the Act 16-17 Vic. (1853), cap. 59,
sec. 19, a banker paying a cheque ta a holder whose titie
depended upon a forged or unauthorized endorsement cauld not
Under ardinary cîrcumstances debit the customer with the pay-
lent. By the Act referred ta the enactment which is now
elribodied in section 6o of the English Bis of Exchange Act,
1882, was made. That section is as follows:

" When a bill payable ta order on demand is drawn on a
banker, and the banker on whom it is drawn pays the bill in
900Coo faith, and in the ordinary course of business, it is flot
'Ifcumnbent on the banker ta show that the endorsement of the
Payee or any subsequent endorsement was made by or under
the authority of the persan whose endorsement it purports to

"be, and the banker is deemed ta have paid the bill in due course,
"although such endorsement bas been forged or made without
authority.1

The effect of this section bas been held ta be:
(a) That the banker who pays the cheque (which is a bill

Payable ta order on demand) is protected, and can charge the
alount against the customer.

(b) That the customer who draws the cheque is protected,
the cheque having been paid.
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(c) That the loss, which in the circum stances must fail
upon one of three or more innocent parties, falis upon the per-
son who alone of these could have contrjbuted to the circum.
stances which occasioned the loss.

The leading case on the subject, and which declares the
effect of the section, is Charles v. Blackwell, L.R., 2 C. P. D.
(1887), P. 151. In that case G. K., an agent of G. & Co., the
plaintiffs, having authority to seli goods for them, and to receive
payment by cash or cheque, but not having authority to endorse
cheques, received from the defendants, in payment for goods
supplied, a cheque on their bankers, drawn payable to G. & Co.
or order. G. K. endorsed it "lG. & Co., per G. K., Agent."
He received the money from the bankers and misappropriated
it. The bankers returned the cheque to the defendants, and
the amount was allowed in account by the defendants. It was
held that the endorsement of the cheque by the agent without
authority was within the enactment referred to (then sec. 19 of
16-17 Vic., cap. 59; now sec. 6o of the Bis of Exchange
Act), and that, the bankers having in good faith and in the
ordinary course of business paid the cheque, they were protected
by the statute and were entitled to charge the amount against
their customers, the drawers of the cheque and the defendants
in the case, and that the cheque having been properly paid the
plaintiffs could not maintain an action against the defendants
either for the price of the goods or for the cheque. Cockburn,
C.J., in the Court of Appeal, at P. 157, says:

- The enactment must have heen intended to apply to both"forms of endorsement, to that purporting to be by procur-"ation as well as to that purporting to be the endorsement of
"the payee."

At p. 158:
"But suppose the cheque to have been delivered in<payment to the payee, or to his authorized agent, the cheque

"then operates as payment, and extinguishes the debt, subject"only to the condition that, if upon due presentment the"cheque is not paid, the original debt revives. But if the
"cheque is stolen or lost by the payee, and, on its presentment"by a party into whose hands it has fallen, iS paid before the

'<'payee has had time to give notice of the loss to the banker, ordgwhile he delays giving such notice, the loss must fali on him. t
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"He has taken the cheque in payment, and cannot call upofl
fihis debtor for a second payment so long, as the latter is in no0

default as regards payment of a cheque on presentation. Such
"is the practical effeet of Hansard v. Robinson (7 B. & C. 90),

"and Crowe v. Clay (9 Ex. 604: 23 L.J. Ex. i50), with refer-
"ence to cheques payable to bearer, as practically alh cheques
"were payable before 16 & 17 \Tc*, c. 59. A cheque payable

fito order, when taken in payment, operates like a cheque pay-
"able to bearer, as paymeflt tili such time as default is made
"by the drawee on presentînent of the cheque. Unhess, there-
"fore, the payees are in a position to show such default, how
can they maintain an action in respect of the original debt ?"

This enactment appears to have been adopted in Germany,
Austria and Switzerland.

In i890, when the Canadian Bis of Exchange Act was
ifltroduced by Sir John Thompson into the parhiament of
Canada, it contained a clause identical with section 6o of the
Engîish Act, but, for reasons which- probabhy resuhted from a
Iflisunderstanding of the effect of the section, the clause was
'truck out in committee, and the Act was passed without it.

In i891, by cap. 17, sec. 4, the following sub-section was
added to sec. 24 Of the Bills of Exchange Act :

ifIf the drawee of a cheque bearing a forged endorsement
Pays the amount thereof to a subsequent endorser, or to the

"bearer thereof, hie shall have ail the rights of a holder in
"due course for the recovery back of the amount so paid from
any endorser who has endorsed the same subsequent to the:forged endorsernent, as wehl as his hegal recourse against the
bearer thereof, as a transferrer by delivery, and any endorser
Who bas made such payment shahl have the like right and
recourse against any antecedent endorser subsequent to the:forged endorsernent ; the whole, however, subject to the
provisions and limitations contained in the hast preceding

"Sub-secton"

It is believed that this provision was introduced by the late
M1inister of justice, Sir John Thompson, because of the rejec-
tion by parhiament of the clause corresponding to section 6o of
the English Act, and because it was doubtfuh whether an
accePtor or endorser wouhd after payment have any remedy
against endorsers subsequent to the forged endorsement.

The case of the Bank of Liverpool v. the River Plaie Bank,
LR. 1896, 1 Q.B.D.7, decided in Enghand hast year, drew the
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attention of the banks here to the risks which they ran in paying
bis bearing a forged or unauthorized endorsement, and called
for a close consideration of our statutory law on the subject.
No case had arisen under the amendment of 1891, but an analysis
of the addition to section 24 thereby made seemed to prove one
of three things, viz :-(i) that it was either iilusory and realiy
no effectuai remedy for the evil întended to be remedied, or
(2) that it went entirely too far and might be the means of doing
more injustice than justice, or (3) that the true meaning and
effect of the section was so obscure that it was very difficuit,
if not impossible, to decide what it really did mean. The
importance of the subject demanded that the attention of the
government should be ca]ied to it. Accordingly, the position
was expiained to the Minister of justice (Sir Oliver Mowat),
with the result that he introduced and succeeded in having
passed by parliament the enactment quoted at iength above.

The old section will now be contrasted with the new, and
the defects in the one and the merits in the other, shown.

(a) The old section appiied only to a cheque. There was
no reason why the enactmrent shouid have been confined to
cheques. A cheque is, by section 72 Of the Act, defined to be
a bill of exchange drawn on a bank payable on demand. The
enactment sbould have covered a bill of exchange, whether
drawn on a bank or on any other institution or person, and
shouid not have been confined to bis payable on demand; a
bill payable at or after sight, or after date, etc., shouid have
been inciuded.

(b) The old section was confined to the case of a forged
endorsement. There was no reason why this should have been
so. A forged endorsement does flot in its result in any way
differ from an unauthorized endorsement, and it will be ob-
served that the English Act covers both.

(c) The clause declared that if the drawee of the cheque
paid the amount, hie shouid have ail the rights of a hoider
in due course for the recovery back of the amount so paid
from any endorser who had endorsed the saine subsequent to
the forged endorsement. It will be observed that the rigbt
to recover back was given if the drawee paid. No provision
was made for recovery of any one except the drawee paid. The
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English act contains the words Ilin good faith and in the ordin-

ary course of business," and unless the payment be made in this

Way there should be no right to recover it back. If the Ilrights

of a holder in due course," referred to, were merely the ordin-

ary rights of a holder of a bill, they were confined to a remedy

Upon the bill itself against the prior endorsers.

Now, before the holder of a bill can sue a prior endorser,
the bill must have been presented for payment on the day when

due, and must have been dishonored, and notice of the dis-

honor must have been given within the time limited to the

endorser sued. If the section meant this, then the bank pay-

ing the cheque was practically given no relief whatever, as the

cheque was not dishonored, and in probably nine hundred and

ninety-nine cases out of a thousand the forgery would not be

discovered in time to enable notice to be sent to the endorser or

Person receiving the money. If this was the effect of the sec-

tion, then it did not go far enough, and gave no practical

relief. On the other hand, if the section intended to give the

banlk paying the cheque the right to recover back the amount

flrn the endorser, etc., without giving notice within any limited

tiine, then the section went too far, as under those circum-

stances a bank might delay making the dlaim right up to the

tirne when the Statute of Limitations would afford a defence.

This would be, of course, an injustice to the endorser.

tgThe clause, however, wound up with these words,-"l the

"whole, however, subject to the provisions and limitations con-

"'tained in the last preceding sub-section." Turning to this

'«last preceding sub-section," which limits the right of
the drawer of a cheque to recover from the bank the amount

Paid by the bank upon a forged endorsement, we find that
the drawer has no right of action against the bank for
recovery of the amount paid unless he gives notice in writing

of the forgery to the bank within one year after he has acquired

notice of such forgery. If, therefore, the concluding part of

sub.section 2 meant that the bank had one year after acquiring

notice of the forgery (and it probably did mean that) to notify
the endorser of it, then the section went too. far, as one year is

entirely too long ; notice in such case should be given proniptly.

Turning now to the new section. It is framed so as to
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cover a bill simply, whether it be payable on demand, at or
after sight, etc., and whether it be drawn on a banik or other-
wise. Section 88 of the Bis of Exchange Act provides that,
with certain specified exceptions, the provisions of the Act
reiating to bis of exchange apply wîth the necessary modifi-
cations to promissory notes, and in applying those provisions
the maker of a note shall be deerned to correspond with the
acceptar of a bill and the first endorser of a note shall be
deemed to correspond with the drawer of an accepted bill pay-
able to the drawer's order. By section 72 a cheque is
defined to be a bill of exchange drawn on a bank, payable
on demand. The new section wouid therefore apply
to a bill of exchange, a promissory note and a cheque.
It is also framed ta cover both a forged and unauthor-
ized endorsement, and a payment ta be recovered back must
have been made in good faith and in the ardinary course of
business. Section 89 of the Bills of Exchange Act declares
that Ila thing is deemned to be done in good faith within the
'meaning of this Act where it is in fact done honestiy, whether
"it is done negiigentiy or not." In this cannection it wiil be

interesting to note that section 79, which affords protection to
a bank payîng a crossed cheque, requires that the paynient
should be made Ilin good faith and without negligence." The
différence is important. The aid section in terms conferred the
right of recovery back upon the drawee oniy. The new section
confers the rîght upan the person by whom or on whose
bebaif the payment is made. "lPersan" under the Interpre-
tatian Act, includes -' corporation," and, therefore, a bank. It
is, of course, a common practice for customers ta make their
notes and acceptances payable at their bank, and the bank is
justified in paying them out of funds at its customers' credît.
In making such payment without the express approvai of the
custoîner in each case the bank certainly runs some risk of
trouble with its customer, should it turn out that an endorse-
ment has been forged or unauthorized; and, shouid the bank
have paid the item and charged it to the customer's account over-
drawn at the time, its rîght under the aid section ta recover
bac 'k the money from the endorser wouid have been very doubt-

'fl. The new section, however, makes the right clear, as it is
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given to the person by whomn or on whose bebaif the payment
imade, so that the dlaim for repaymetlt might be made either

by the bank wbich made the payment or by its customer on
'Whose behaif the payment was made. It will be observed that
the old section gave the Ilrights of a holder in due course " for
the recovery back of the amount paid from any endorser. These
riglits, whatever they may have been, were flot given as against
the person who had received the money but who had flot en-
dorsed. The old section did, however, assume to give to the
draweec Ilbis legal recourse against the drawer as transferrer by
delivery," but, as this "ljegal recourse " was flot defined, the
Section really did not advance the position of the drawee in this
respect. The new section confers the right to recover back the
amnount from the person to whom it was paid, or fromn any en-
dorser subsequent to the forged or unauthorized endorsement.
,Neither the old section nor the new section assumnes to confer
anly rights against an intermediate holder who may have
transferred the bill but who had not endorsed it. Notice
Of the forgery or unauthorized endorsement must be sent
to, each endorser subsequent thereto within a reasonable time
after the person seeking to recover the amount bas acquired notice
of the forged or unauthorized endorsement. It will be observed
that the notice must be sent to each subsequent endorser, and flot
oflly to the endorser against whomn the dlaimn is intended to
be made. It will also be observed that the notice must
be given within a reasonable time after knowledge of the
fOrgery, etc. It was thought better to leave the time indefinite
in this Way. It would be a question of fact for the tribunal to
decide under the circumstances of the particular case, whether
nlotice had been given within a reasonable time. If a fixed time
w11ere limjited by the Act, it might prove either too short or too
long,) and thus do injustice in particular cases.

There are other provisions of the Bis of Exchange Act
Providing for things being done within a reasonable time, so
that the principle is already establisbed by the Act ; for in-
Stance: sub-section 3 of section 36 declares that a bill payable
on dernand is deemed to be overdue when it appears on the face
of it tO have been in circulation for an unreasonable length of
tile, what is an unreasonable length of time for this purpose.
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being declared to be a question of fact. Sub-section 2 Of sec-
tion 45 declares that presentment of a bill payable on demand
must be made within a reasonable time after its issue in order
to render the drawer liable, and within a reasonable time after
its endorsement in order to render the endorser liable, and tbe
section declares that in determining what is a reasonable time
regard shahl be had to the nature of the bill, the usage of trade
with regard to similar bis, and the facts of the particular
case. A similar provision is contained in section 40 with
respect to presentation for acceptance or negotiation of a bill
payable at or after sîght. Section 44, sub-section 3, declares
that when the drawer or endorser of a bill receives notice of
quahified acceptance he must express his dissent to the holder
within a reasonable time, &c.

The new section also makes a definite provision with re-
spect to the manner of giving notice, and adopts the provisions
of the Act with respect to notice of protest or dishonor.

It will be observed that the enactment does not affect the
rights or position of the drawer or endorsers prior to the forged
or unauthorized endorsement, they being in no way responsible
for the forgery or want of authority. As a loss must be suffered
by some innocent party on account of the forgery, it is
only rîght that the hoss should fall upon him who by his negli-
gence, want of caution or failure to enquire, was imposed
on, and who had it entirely within his power to protect hîmself
at the time of acquiring the bill. These remarks apply to the
first endorser after the forged or unauthorized endorsement and
to each subsequent endorser, but they do flot apply to the accep-
tor, who has no option when the bill is presented for payment,
but to pay it or let it go to protest; he has no time to make any
enquiries about the endorsement, and in the majority of cases
has no means of doing so even if he had time, and, if he acts
in good faith and in the ordinary course of business in payîng
the bill, he above ail others of the innocent parties shouId flot
suifer, provided that after acquiring knowledge of the forgery,
etc., he acts promptly. It is, of course, out of the question to
think that an acceptor would allow his bill to go to protest with
ail the consequent resuhts upon his credit, etc., unhess he was
shre that the person presenting the bill had no tithe to it; he
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ShOuld only be required to act in good faith, and in the ordinary
course of business. An acceptor must,, when the bill is pre-
sented at the proper time, then and there either pay or decline
to pay. In strict law he would not have any further time than
Was necessary to examine the bill itself and the endorsements
on it.

COMPANIES' BORROWING POWERS

The next Act passed by the Dominion Parliament, of
fllOst importance to banks, is as follows:

"CHAP. 27

AN ACT To AmEND THE COMPANiES' ACT

"Assented to lune 2gth, 1897
liHer Majesty, by and with the advice and consent of the Senate and

"')Useof Commons of Canada, enacts as follows :
1. Section 37 of The Companies' Act is bereby amended by striking out

'the following words at the end thereof, -But the limitation made by this
se5ction shall fot apply te commercial paperdiscounted by the Company ';
and by substituting therefor the fohlowing words-, Provided always that the
limlitations and restrictions on the borrowing powers of the Company con-
tained in this section shall net apply te or include moneys borrowed by the
Company on bills of exchange or premissory notes drawn, made, accepted,
or endorse, by the Company.'

I2. This Act shall be read as part of The Companies' Act, and the
Provisions hereof shaîl apply and extend te ail existing cempanies te which
"the provisions of The Companies Att are applicable."

Section 37 of The Companies' Act was as follows:
.137. The directors may, when authorized by a by-law for that purpose,

.,pas5ed and appreved of by the votes of shareholders, representing at least
two-thirds in value of the subscribed stock of the company represented at
a special general meeting duly called for considering the by-law:

,,dk(a) BOrrow money upon the credit of the company and issue bonds,
debntures or other securities for any sums borrowed, at such prices as are

deemaed necessary or expedient ; but ne such debentures shall be for a less
s'm than one hundred dollars;

II(b) Hypothecate or pledge the real or personal property of the cern-
pany te secure any sumas borrowed by the cempany ;

"But the arnount borrowed shall not, at any time, be greater than
limitation mde by this section shafl net apply te commercial paper dis.
Ceunted by the comPany. 40 V., c. 43, s. 85."

Grave differences of opinion among lawyers existed as to
the effect of the concluding words of this section. Some were
Of opinion that commercial paper discounted by the company

rnatOnly paper which could be considered commercial in the
ari1ds of the Company, and did flot include notes made by the
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company itself. If it were flot for the express power granted
by the section with respect to borrowing, and the express limi-
tation with respect to the amount to be borrowed, a trading
company incorporated under the Act would doubtless have
implied power to borrow money without limitation of amount,
but as the express power to borrow with an express limitation
upon it excluded any implied power which might otherwise have
existed, it was thought that the company could not evade the
positive terms of the section by going through the form of dis-
counting its own note when it could not borrow the money
directly by way of overdrawn account, or in some other man-
ner not involving the form of discounting its own note. Others
were of opinion that the commercial paper referred to in the
section included ahl negotiable paper, whether made by the
company or not, and they thought that the company could bor-
row to an unlimited extent by discounting its own notes.

Representations were made to the government some years
ago on this subject, with a view of having the doubts arising
under the section removed, and clear power given to the com-
panies to borrow without limitation, it being represented that
the amount of the actual paid-up stock of a trading company
has no real connection with the amount which it may require to
borrow in carrying on its business. It was not, however, until
this year that any amendment was proposed by the government.
The amendment might have been made more comprehensive
in its terras, but it wihl probably work out ail right in practice.
In ternis the amendment covers only moneys borrowed by the
company on bis or notes ; it does not in terras cover moneys
borrowed by overdrawn account, or upon other securities than
bills or notes. The exact effect of this may some day corne up
for decision. In the meantime it would be well for banks mak-
ing advances to companies incorporated under the Dominion
Companies' Act to see that bills or notes are taken therefor at
the time of the advance.

The Ontario joint Stock Companies' Act does flot contain
the saine limitation with respect to borrowing powers. A com-
pany under that Act, if authorized by by-law passed by the
dîrectors and sanctioned by a vote of not less than two-thirds
ina value of the shareholders present in person or by proxy at a
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geeral meeting of the company duly called for considering the
Subject of the by.law, may borrow money to an unlimited
aniount, unless the by.law limit the amount to be borrowed.

INTEREST

The next Act of importance is as follows:

IlCHAP. 8

AN ACT RxSPECTING INTEREST

Assentcd to 2gth Yune, 1897
"H er Majesty, by and with the advice and consent of the Senate and
,use of Commons of canada, enacts as follows:

1. This Act may be cited as The Interest Act, 1897.
2. Whenever any interest is, by the ternis of any written or printed

flntract and whether under seal ornot, made payable ata rate or percent-
aeper day, week, montb, or at any rate or percentage for any period les

a 2,year, f0 interest exceeding the rate or percentage of six per cent. Per
4nI shall be chargeable, payable or recoverable on any part of the prin-

.4 pa roney unless the contract contains an express statement of the yearly
rte or Percentage of interest to wbich such other rate or percentage is

:abÏe?. If nysum is paid on account of any interest flot chargeable, pay-
orrecodverable under the last preceding section, such soin may be

rechvre back or deducted from, any principal or interest payable under

4. This Act shahl fot apply to mortgages on real estate."

It Was first întroduced into the Senate by the Minister of
J ustice, and it appears from the debate during its progress
through that house, that the Minister's reasons for asking legis-

lai onf the subject were because a case had been brought to
hilt ice where a borrower had signed an agreement to pay a

Per dieml rate of interest, which amnounted to an exorbitant
rate Per annum, but which per annum rate did not appear upon
the face of the agreement. The case came up in court, but the
judge wras unable to give the borrower any relief. Considerable
agitation for legilto to mrvet adrre of he atas
action arose, a rpentioswrecurrene tof thegvrns-
On1 the Subject. The bill, as first introduced, contained an
express prohibition against taking interest at higher than a
certain fixed rate, but in committee the Minister, who in the

entinme had received representations against the bill as intro-
duced fromn the Bankers' Association and others, proposedi

3
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amendments, wbich were made, and the Act was passed as
above. It seems sufficiently clear in its terms to require no
special explanation.

SAVINGS BANKS IN QUEBEC

The only other Act passed by the Parliament of Canada re-
quiring notice here is Chapter 9, entitled "lAn Act to amend
"an Act respecting certain Savings Banks in the Province of
"Quebec." It was introduced in the Senate towards the clos-

ing days of the session, and when first presented contained pro-
visions of a character which the banks thought objectionable.
Representations were made to the Senate on behaif of the
Association, with the resuit that the objectionable features
were eliminated. The Act, as passed, enlarges to an extent
flot considered objectionable, the powers of Savings Banks in
the province of Quehec, respecting the investment of their
moneys.

JOINT STOCK cOMPANIES

In the province of Ontario one of the most important
statutes passed is that relating to joint stock companies incor-
porated by letters patent. It takes the place of and consoli-
dates the various Acts previously in force. The Act, which con-
tains one hundred and five sections, is too, long to be reviewed
here. It is largely a consolidation of the previous laws, but
contains sorne marked differences, most of which will doubtless
be found to be improvements.

Section 104, however, deserves special notice. It provides
that every company flot incorporated by or under the authorîty
of an Act of the legisiature of Ontario, which prior to the ist of
November, 1897, carnies on business in Ontario, having gain for
its purpose or object, for the carrying on of which a company
might be incorporated under the Act, shall on or before the ist
day of November, 1897, make out and transmit to the Provin-
cial Secretary a statement under oath, showing the corporate
name of the company, how it was incorporated, where the
head office is, the amount of authorized capital stock and sub-
scribed or issued stock, and the amount paid up thereon, and

'the nature of each kind of business which the company is
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en2Powered to carry on, and what kinds are carried on in
On2tario. Penalties are imposed if a company makes default
11n COmnplying with the provisions of the section. The far-
reaching nature of this section is probably hardly appreciated,
and it would be well for banks to instruct their various agents
171 the province of Ontario to make its provisions known to
those acting for companies doing business with the bank, and
W11hich have not been incorporated by or under the authority of
an Act of the legisiature of Ontario. The section does flot
aPPjY to railway companies, insurance companies or loan com-
Panies, but it would apply to almost every other kind of com-
Pany having gain for its purpose or object, carrying on business
ln Ontario, and for the carrying on of which business a com-
pany might be incorporated under the provincial Act. For
Inlstance, it would include companies incorporated (a) in Great
britain, (b) by the Dominion of Canada, (c) by any of the
Provinces of Canada before confederation, (d) by any of the
provinces of Canada (except Ontario) since confederation, (e)
by any foreign country.

-MUNICIPAL SOHOOL ACCOUNTS

Owing to the difficulties, which of late years have mani-
fested themselves with reference to the keeping and auditing of
M1unicipal and Sehool accounts, and to the losses which have
arisen on account of the defalcations of certain treasurers, an
Act was passed entitled "«An Act to make better provision for
keeping and auditing Municipal and School Accounts." The
Act is decîared not to apply to cities with a population of over
'fifteen thousand. Section 2o chiefly interests banks, and is as
folîows:

.. 20. The manager or other person in charge of the business of everychartered ban< or private bank or company in which the treasurer of anyInfl>ICIDality or school board deposits moneys and keeps an account as8uch treasurer, shall truly state the balance in the hands of the bank orCOMPany or charged to the treasurer at any time when required so to do bya rnernher of the council or school board ; and shall, on or before the fourth"day of the months of january, April, juIy and October in every year, make
up and deliver or send by registered hetter to the head of the municipalitygr chairman of the school board, as the case may he, a statement in writ-
such igned by such manager or person in charge, showin:g the balance ofSuhtreasurer's account at the close of business on the hast day of the,Preceding month, and the head of the municipality or chairnian shah causethe same to be'read at the next regular meeting of the council or school"board hehd thereafter."
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Penalties are provided for default in complying with the
provisions of the Act, the fine being flot less than five dollars nor
more than twenty dollars, and costs.

Representations were made to the goverfiment on behaif
of the banks with a view to modifying the imperative provi-
sions of the section, and making the penalty for non-compliance
accrue only if the information or statement required by the
section were flot given after a written) request for it, thus show-
ing that the default was intentional, and not the resuit of forge -

fulness or oversiglit. The government, however, declined to
alter the provisions of the section as it now stands.

WAGES AND ESTATES OF DEcEASED PERSONS

The next Act requiring notice is "1An Act respecting Wages
and the Estates of Deceased Persons." This Act extends
the present provisions of the law giving a preference for wages
in case of an assignment for creditors, and provides that in the
administration of the estate of a deceased person any person in
the employment of the deceased at the time of his death or
within one month prior thereto, shall be entitled to a salary or
wages, not exceeding three months thereof, in priority to the
dlaims of general creditors.

MARRIED \VOMEN

Certain legisiation of importance was passed with respect
to the liability of marrîed women upon contracts. This subject
lias had the attention of legisiatures in most countries for many
years past. Statutes have been enacted, evidently intended by
those framing them to accomplish the resuit of enablîng a
married woman to enter into contracts as freely as if she were
unmarried, and to give to those holding dlaims against lier the
riglit to recover those dlaims from any separate estate which she
had or miglit acquire. Owîng, however, partly to the difficulty
and intricacy of the subject and partly to an apparent distaste
on- the part of the courts to construe the enactments in sucli
manner as to give to the legisiation the effect which was
probably întended, the law was not, in Ontario at least, in a
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satisfactory condition up to this year. By the legisiation of
iast session the law seems to have been placed upon a satis-
factory and permanent basis. Hitherto, in order that a married
woman might be made liable upon a contract entered into by
ber, so that her separate property might be reached under the
iudgrnent, it was necessary to prove that at the time of entering
1flto the contract she was possegsed of some separate property ;
it Was flot sufficient to show that at the time the action was
brolught against ber she had separate estate. If, however, she
wre Possessed of separate estate at the time of making the
contract, judgment could be recovered against her, and estate
acquired at any time subsequeiitly could be made available.
The resuit of this was that a married woman without any pro-
Perty niight incur an indebtedness of say $i,ooo; she might the
liext day acquire separate property worth $ 100,000, and yet it
coulld flot be made available for the $i1,000; whereas, if she were
Possessed of separate property to the extent of say $i00, ber
future acquired property could be made available for the whole
anlount. This was, of course, an anomaly, resulting from the
peculiar wording of previous legisiation, and from the decisions
of the courts thereon. Now, however, every contract entered
'flto by a married woman, otherwise than as an agent, binds her
separate property, which at the time of making the contract
she was entitled to, or which thereafter she should become
etitied to, and it is not necessary to prove that she had as a

fact anY separate property when entering into the contract.
The statute is as follows:.

.CHAP. 22

"AN, ACT TO AMEND TH-E MARRIED WOMEN'S PROPERTY ACT

Hier Majesty, by and wjth the advice and consent of the Legisiative
ssflnb1Y of the Province of Ontario, enacts as follows-

OZI.-7(1) Every contract hereafter entered ino by a married woman,
terwjse than as an agent:

to " (al) Shail be deemed to be a contract entered into by ber with respect
0and to bind ber separate property whether she is or is not in fact

Possessed cd or entitled to any separate property at the time when she enters
uo such contract, and it shahl not be necessary in any proceeding to prove

that she had as a fact any separate property at the time wben such contract
was Cfltered lflto, or subsequently;

th.(b) Shail bind a11 separate property wvhich she may at the time or
tereafter POssess or be entitled to ; and
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'(c) Shall also be enforceable by process of law against a&H property
"wbih she may thereafter wbîle dîscovert possess or be entitled ta;

I(2) Nothing in this section contained shall render available ta satisfy
any liability or obligation arising out of such contract any separate property

"which she is restrained from anticipating."

Sub-section (c) was inserted so as to make clear a creditor's
right to make available any property which might become the
property of a woman after ber husband's death.

OTHER ACTS

The Acts respecting Insurance were consolidated; also the
Acts respecting Building Societies and other Loan Corpora-
tions, but no new provisions requiring special notice were
enacted.

Z. A. LASH



WHy CANADA IS AGAINST BIMETALLISM.*

T I-IE southern boundary of Canada and the northern boun-
dary of teUnited States run together from the Atlantic

tO the Pacifiç Ocean for about 3,850 miles. Elsewhere, except
~in the north, where it meets Alaska, Canada is bounded only
by oceans. It is the source from which the United States must
Procure many of the products of nature, especially those which
groW ofly, or grow best, in a northern climate. On the other
hand, because of the greater development of manufactures in
the United States, and because they grow certain products
'Wýhich cannot be produced if Canada, the latter country must
alw1aYs buy largely from them. Although Canada, in common
'eith almiost ail other countries, settles the final balance of its
trading and financial operations in London, the more immediate
Clearin g city for such operations if the case of both Canada
'Id the United States is New York. If Canada requires to
Pay London in excess of the bis which are being created by
Canadian shipments to Great Britain, or to other countries

h'hSettle through London, it buys the bis for such excess
in NewI York. If Canada has more exchange on London than
's required by her importers, the surplus is sold in New York.
Gold coin is occasionally shipped back and forth between
Canada and New York; but this is a less frequent method of
settlment than by bills on London. Some of the Canadian
bani<s have branches in New York, Chicago and other cities of
the United States, and both the grain crops of the west and the
Cottoni crops of the south depend largely on these banks for
fl'0neY With which to buy and transport them, while the foreign
eycbange mnarket of New York would lose one of its most im-
Portant features were the Canadian banks to withdraw their
aencie from that city. Such being the intimate trading and

.Pam'Phlet NO. 26 of the Gold Standard D.efence Association.
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financial relations between the United States and Canada, Iwish to explain why Canada maintains so easily its position asa gold-standard country, and why its great and wealthy neigh-bour, the United States, also a gold-standard country, has beenrepeatedly threatened with the degradation of its standard from
gold to silver.

When the provinces of B3ritish North America entered intothe Confederation known as the Dominion of Canada, they re-signed their powers in the matters of banking and currency,and these were assumed by the Federal government. Thereis, therefore, no confliet of authority on these subjects between
the Federal and provincial governments. When the Confed-eration known as the United States was formed, the original
States were anxious to retain as far as possible their sovereignpowers. They therefore conferred upon the Federal jurisdic-
tion certain defined powers only, including the power to stampmetal as money. Ail powers not thus specially conferred on theFederal jurisdiction remained with the States, and under thisbalance of power the States have the right to create banks.The Federal government also has power to create a bank as itbas to create any business corporation ; but, with the exception
of the two semi-state institutions, called in each case theIlBank of the United States," the Federal government did notattempt to exercise this power until driven to do so by the exi-gencies of the war. In the United States since the war bothFederal and State governments have continued to create banks,
and neither is likely to surrender this power.

BANKING AND cURRENCY IN THE UNITED STATES

The first bank charters granted in the old province ofCanada about 1820, were copied largely from that of the Bankof the United States, and until 1832 the banking systems in thetwo countries did not differ materially. Neither government
had yet issued notes as money, and both left the creation ofpaper money to the banks, who were of course supposed to re-deem in gold. In both countries banks were developing sys-tems of branches, although the granting of charters by theseveral States instead of by the Federal government tended
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to znake the banks in the United States local in character
lflstead of national, and the majority of these banks had
no branches. There was, however, in the United States
One bank, the semi-state institution, called the Bank of
the United States, which transcended in importance ail
others. Its relations to the government on the one
hand and to the mercantile community on the other were
flot verY different from those of the Bank of England or the
B3ank of France. It issued notes, had branches in the chief
cities through which it effected a reasonably satisfactory dis-
tribution of loanable capital, deait largely in foreign exchange,
borrowed money abroad wben necessary to increase its boans at
homne, and acted as banker for the government. These were
dal"ys when the commerce and land settiement of the country
Were fraught with unusual financial risks. Instead, bowever,
Of Patiently studying the difficulties and gradually improving
the 'Ystem, the Bank of the United States became a political
issue> and in 1832 President Jackson refused to renew its
'Charter. The Bank of the United States continued to exist for
Soin' years under a State charter, but the Federal government,

'Pursuance of its poîicy, transferred its banking business,
then very considerable in consequence of payments for land, to
variOus State banks. The government, however, found before
nianYyYears that these State banks, individually weak as to
capital wer fo s tisat as bankers, and the idea of the

Suape in the present Treasury system. For many years alter
this period such banks, working under State ]aws, as en-
deaVored to establish systems of branches were met with great
an"iosity by the politicians who reflected the popular feeling
that large banks were dangerous to the public wefr.Ntr

ally the branch systemn did flot thrive, and when the war broke
Out the inland ba4Jing business of the country was being done
by a vast array of State banks individually weak as to capital,
and having littie power to cohere for any large financial trans-
actiOn, while the foreign banking business was mainly carried
0On ly private bankers.

llad the legisîators of the United States carefully matured
the sYstemi with which they began, there would have been in



42 JOURNAL 0F THR CANADIAN RAN<RRS' ASSOCIATIONV

existence at the outbreak of the war in 1861 great banks of
international importance able to procure loans abroad and
otherwise serve the government financially. But because there
were no banks adequate to the situation, and because of the
peculiar treasury system, the government, for the first time in
its history, resorted to the issue of promissory notes intended
to circulate as money. The first issue of these notes was pay-
able on demand in coin, and was so redeemed, but suspension
of specie payments followed within a few months, and the
government began a series of experiments in paper money of
which the existing residuum is that body of notes sometimes
called Ilwar legal-tenders " or Il greenbacks," and amounting to
about $346,ooo,ooo.

In order to aid in floating its bonds the Federal govern-
ment inl 1863 and 1864 passed Acts creating the national bank-
ing system, notwithstanding the strong opposition of the banks
working under State laws ; and in 1865, in order to make the
new Acts effective for the purpose of the Federal government,
a tax of îo per cent. was levied upon the circulation of any
bank notes other than National Bank notes-that is, upon the
notes of banks working under State laws. Under this system
any national bank, upon depositing United States government
bonds with the Treasury, may issue notes, nominally the pro-
mises to pay of the bank, but of uniform design, guaranteed
by the goverfiment, and possessing such qualities as currency
that redemption by the particular bank of issue is practically
flot required. Thus the circulation of notes by the State banks
was brought to an end, and there were practically no bank note
issues left in the United States, the so-called Ilbank notes " of
the National Banks being merely an enlargement of the paper
issue of the Federal government. In this manner a nation at
one time accepting the sound principle that the function of
the government regarding currency was merely to certify to
the weight and fineness of gold, silver, and other coined money,
and that ail credit instruments intended to pass as money shouid
be issued by banks who would, by the circumstances of their
business, be always able to issue enough, and yet, by the fact
of.daily redemption, be unable to keep in circulation too much,
had now passed to the most dangerous of ail theories regarding
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currencY. Thus the United States had accepted the theory
that it was a proper exercise of power by a, governiment to en-
force by iaw the passage of any instrument as money, and
while somne only sought to excuse such action by the necessities
Of the war, others were ready to argue that the power to issue
Paper money should be enjoyed only by the government.*

PREShNT RESPONsIBILITIES 0F THE UNITED STATES TREASURY

BY following the incorrect principles above stated the
United States treasury now stands deeply involved. The

*NOTE by the author on the subsequent course of events:

tetAt the end of the war it was found that the debt of the Federal goveru-

f nexceeded $2,800,000,000, of which only about $i,ioo,ooo,ooo was
.udd while of the remaining $I,700,ooo,ooo as much as $1.540,0oo,000owas

y1 er,1 6 notes, and of these $684.000.000 were a legal tender. In this
YePr, 1865 Secretary McCulloch and the House of Representatives both

!ýPesdthe view that the issue of legal tender notes was a measure only
J8iidb>' war, and that the currency sbould be contracted 'lwith a view to
Ose'Ya rdmtoofsei amnsathbunssinterests of the

coutr arlr prmit. Some contraction followed, but in1868 this course
'*Irse owing presumably to opposite views.
rdIn 189(ac 8th) abill was passed 'lto strengthen the public

crdt"It pledged the public to pa>' in coin or its equivalent ail obligations
excPt where it was stipulated that payments might be madle in Illawful
rlQGoney.,, It did not, however, pass, without strong opposition. In the pre-
ceding residential election the Democratic part>' had pledged itself to the
Pri,"P e Of paying ail public debts in paper, and in pursuance of this policy

Getarrett Davis, seconded by Mr. Bayard, offered the following amend-
lJnited ",That the juat and equitable measure of the obligation of the

Stats s ~iupon their outstanding bonds, is the value at the time in gold
and thlve conf the paper currency advanced and paid to the government

Anths bonds."
~gain, in the 4 2fld Congress, wbich. met in December, 1871, it wastflOey tha agovernment as strong as the United States could issue fiat

Pres8edeouth to stimulate ever>' industry, while violent prejudice was ex-
resrn tonh national baoks. The sounder element once more urged the~t0of specie payment at the earliest possible time.

c Te flwd the panic of 1873, and as a consequence when the 4 3rd

aoress met there were more supporters of fiat money than ever. The
0'Ion f legal tender notes Outstaniding was $356,000,000, and in opposition

te~ plicy 0f gradual redemption, th~e two Houses agreed upon a bill in-
freathn the issue of legal tenders to $400,ooo.ooo, and increasing the limit
the te aggregate of national bank notes by $56,o00,ooo, so0 that altogether

pa ymih be increased b>' $ioo,ooo,ooo. No further reduc-
n ftelga edr was to be permitted. President Grant in a recent

now geh, gone even further than this in the direction of inflation, but h
for aw reason to change bis mind and the bill was vetoed. This victor>'

thc~und molle> was followed in December, 1874, and inJanuary. 1875, b>'
the Pasage.in both Houses of the --Act for the resumption of specie pay-

rAns"which resumption was to take place in 1879.
At the time this seemed to be the end of a long fight between sound
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issues for the redemption of which in gold the government is

directly or indirectly responsible were at ist December, 1896,

as follows:

Legal tenders authorized during the war ... $346,68i,oi6
Silver certificates issued under the Bland Act,

which are legal tender for payments to the
government.......................... 367,903,504

Legal tender notes issued for silver purchased
under the Sherman Act ................. 121,677,280

United States National Bank notes .......... 235,398,89o

Total...................... $I,07I,660,69o

Fromn this it would be fair to deduet from one hundred to

one hundred and fifty millions of dollars for cash held in the

treasury.

Against this mass of paper money the Treasury is sup-

posed to maintain a gold reserve of $ioo,ooo,ooo, but by
repeated experience in recent years it bas been seen that it can-

flot do this comfortably when trade relations make it necessary

money and inflation, but the defeated politicians did flot accept it as such.
In the Presidential election of 1876 the leading issue was again the currency.
Much doubt was expressed by the Democratic party as to tbe wisdom of the
Resumption Act, while the Republicans reiterated the pledge contained in
the Act, Ilto strengthen the public credit'" already referred to, by stating
in their platform that this -must be folfilled by continuous and steady pro.
Igress to specie payments." The most important legislation of the 4 5 th

Congress was the Act for the coinage of silver dollars. Some proposed that
this should be at the ratio of i5,q to i ; others that the old parity in use in
the United States of 16 to i should be observed. Mr. Boutwell strongly
opposed making silver a legal tender, and thought that the United
States should wait until action by European nations in favor of
bimetallismi bad been secured. Others took an even stronger position, and
doubted the possibility of establishing a double standard, urging that silver
should be used only as subsidiary money. In bis message of the 3rd
December, 1877, President Hayes said;'I If the United States had the

undoubted right to pay its bonds in silver coin, the littie benefit fromt that
process would be greatly over-balanced by the injurious effect of sucb pay-

"ments if made or proposed against the honest convictions of the public
creditors." Secretary Sherman in bis annual report, about the same time,

wrote as folloxvs: "As the government exacts in pay ment for bonds their full
face in coin, it is not anticîpated that any future legislation of Congress or

"any action of any department of the government will sanction or tolerate
"the redemption of the principal of these bonds, or the payment of the inter.
est thereon, in coin of less value than the coin authorized by law at the
time of their issue, being gold coin." But in opposition to the views of

President Hayes and Secretary Shermnan, Senator Stanley Matthews moved a
concurrent resolution in the Senate, declaring that " ail bonds of the United
,States are payable in silver dollars Of 4 12y•2 grains, and that to restore such
dollars as a full legal tender for this purpose, is flot in violation of public

"faith, or the rights of the creditor' A motion to refer this subject to the
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that the country should ship gold. It is abundantly clear that

the currency of the country cannot be placed on a sound basis

Until the governiment redeems at least a portion of the above

Paper issues, and until a new banking systemn is devised which

'el Permit the issue by the banks of notes against theit general

estate-that is, flot secured by the actual pledge of governmeflt

Or other bonds, and subject to daily redemption, so that the ebb

and flow of the aggregate of such notes shall adjust itself auto-

rnatically to the requirements of trade.

BANKING AND CURRENCY IN CANADA

When inl 1792 the merchants of the chief city in Canada

erideavored to establish a bank under legisiatîve authority,

theY proposed that it should transact the business Ilusually

done by similar establishments "-viz., to receive deposits,

C-onhrnittee of the Judiciary was defeated. and the resolution was passed by

both Senate and House of RepresentativeS, and proclaimed 28tb january,
1878.

Ini November, 1877, at an extra session the House of Representatives
Pa9sed a bil, offered. by Mr. Biand, for the free coinage of silver dollars of
4123% grains such silver dollars to be a full legal tender for ail debts public
and Private ' The~ bil w reported to the Senate in Decernber, when Mr.
Al ison proPosed an arnendrnent to the effect that the coing fdlas0

r412% grains be authorized to the extent of flot less than $2.000.000. nor

rethan $4,000,000 per month, the seigniorage on ail such coinage to be

reained by th. treasury. AIl efforts to increase the number of grains in the

0iler dola, or to limit the legal-tender quality o silver as t aount, o
Oterwl5e to lîrnit tbe operation of the bill, were rejected, and the Senate bill

was accepted by the House of Representatives. Mr. Biand expressed bis

'lfgeat- await an opportunity of passing a measure for free coinage at
a later tirne, indicating the close connection between free silver and unliited

!Pper 'nofleY by aiso saying, 1,If we cannot do that, I arn in favor of issuing

pPaPer enough to stuif down the bondhoiders until they are sick." The
resident vetoed the bill on the 28th February, 1r878, but it irnrediateiy

Bure th required vote to pass it over his veto, and thus the weii-known
ad-Allison Silver Bill becarne law.

The resuits of this unfortunate concession to unsound opinion, made
j'at before the resumption of specie payments, it is unnecessary ta eniarge
UP0n here. The Sherman Act was suspended in 1893, under the pressure of
g reat commercial panic. In the Presidential eiection of November, 18g6,

One Of the great political parties adopted as a plank in its platform substan-

i YWhat was contained in the resolution which Mr. Bland induced the

toi se of Representatives to pass in 1878, that is, that the United States should

toin unlimoited quantities of silver at the ratio of 16 to 1, without awaitiflg
e COOperation of any other nation. As we have seen, the party advocating

80OOnder Views has ben elected, and there is reason to hiope that the agitation

for the unlimîted coinage of silver in the United States wiii not again reach
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issue notes, discount bis, and keep cash accounts with cîts-
tomers. It was further proposed to open branches Ilto extend
"the operations of the bank to every part of the two provinces
"(now known as Quebec and Ontario) where an agent may be

"«judged necessary." Although there was at the time no law pre-
venting the issue by private individuals of notes for circulation
as money, the legisiature refused to grant sucli powers to an in-
corporated bank. No charters were actually granted to joint-
stock banks until 1820, but the two principles of (i) a note
issue against the general estate of the bank-that is, not spe-
cially secured-and (2) systems of branches for the gathering
and distributing of loanable capital, were recognized ; and the
new joint-stock banks soon opened branches and took their
position in the business world as institutions having a national
instead of a local character. It bas been already stated that
much of the detail in these first charters was copied frorn that of
the Bank of the United States, and it is interesting to note that
many of these features are retained in the present Act, unaltered
except as to the phraseology by which they are described. In
the early days, owing to the poverty of the country, and to in-
experience, banking was subject to many vicissitudes, and the
British authorities frequently sought to interfere. Although
such suggestions were rarely accepted at the moment, they
were often the cause of improved legislation at some later time,
but we doubtless owe to the proposais of Lord Sydenham, re-
ferred to hereafter, the one serious blemish in our currency
system.

In 185o, as a result of dissatisfaction in some portions of
Western Canada with the facilities extended by the banks, a
measure usually called the Free Banking Act was passed.
Under it a bank miglit be organized with a very small capital,
and might issue notes based upon the security of the bonds of
the provincial government. This was an imitation of the
National Bank system of the State of New York, from which also
the banking system of the United States was largely copied. The
old banks in Canada were not, however, forced to adopt the
new system, and, as it was unsound in principle, it neyer gained
hadway, and in a few years came to an end. Lord Sydenham,
as Governor-General in 1841 of the united provinces of Lower
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,"Id lUpper Canada, had suggested a provincial Bank of Issue,
the riglit to issue notes by the chartered banks to be cancelled,
and1 suitable remuneration to be paid therefor. This was re-
Jected by the people, and a similar proposai made in 186o met
the samne fate. In 1 866, however, owing to the pressure of the

finances of the provincial government, an Act was passed
aUthorizing the issue by the provincial government of notes
PaYable in specie, and to be a legal tender to an amount not ex-

Ceeding eight million dollars.
In, 1867 the two provinces comprising Old Canada, together

With the provinces of Nova Scotia and New Brunswick, were
coriedertd as the Dominion of Canada. The new Federal

govrnen unfortunately did not abandon the issue of legal.-
tellder notes. At the present time the maximum issue per-

r'Qtted of notes partially covered by specie is $20,000,000,

an for ail issues in excess gold must be held. 0f the $21 ,6oo,ooo

OUtstanding at Pîst October, 1896, $8,200,000 are in the
'Shape of notes of denominations smaller than five dollars, batik
188ues being forbidden for such denominations. The remainder of
the issue is mainly in notes of very large denominations held by
the banks. The gold held by the Treasury Department at this
date amnounted to $io,ooo,ooo, nearly 5o per cent. upon the
eritire issue, or nearlY 75 per cent. upon the large issues. The

large issues are practically the only notes on which redemption

'U gold is ftom time to time required. The banking legislation
ir No4va Scotia and New Brunswick previous to confederation
offered no difficulty to the adoption in 1870 of a General Bank-.

'Ig Act, following the lines of the system in use in Old Canada.
Under the new systema the charter of each bank is renewed for
periods of ten years, ail charters expiring at the same time.
Th, batiks ail work under the General Banking Act, and at the
Parliarnentary session immediately before the charters expire
this Act is re-enacted with such improvement as time has
dernonstrated to be necessary.

The features with which we are mainly concerned are the
note issue and the branch banking. A Canadian batik is permit.
ted to issue notes intended for circulation as money, in denomin-
atio0 5 of five dollars and upwards, to the extent of its paid-up and

'lfiniPaired capital. No securities are specially pledged for such
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issues. In the event of the insolvency of a bank each shareholder
is liable for the debts of the bank to the extent of a sum equal to the
face value of his shares. This is generally called the double liabil-
ity. The note issues of a bank are a first lien upon all the assets
of a bank, including this double liability, and prior to any lien of
the federal or of a provincial government. To avoid a dis-
count on notes in circulation at a point remote from the estab-
lishments of the issuing bank, every bank must arrange for the
redemption of its notes in certain designated cities of commer-
cial importance throughout Canada. And to avoid discount at
the moment of a bank's suspension, or thereafter, because.of
doubt as to the sufficiency ot the assets for this particular
liability, the banks as a whole maintain in the hands of the
Government a fund equal to 5 per cent. of the aggregate of
notes in circulation, upon which drafts may be made if the
assets of the failed bank are insufficient. The notes of a failed
bank carry interest at 6 per cent. per annum from the date of
suspension until the receiver advertises his ability to redeem.
Had these features always been in force the past history of the
country shows that no holder of a Canadian bank note would
ever have suffered loss, and the people understand the security
afforded so well that the note of a suspended bank passes
without difficulty. The aggregate capital of the Canadian
banks at present is about $61,700,000; the highest circulation
during the past year was $36,300,ooo, and the lowest
$29,400,000. It will therefore be seen that should an unusual
expansion of the currency beyond the maximum named be
suddenly required-a thing only theoretically possible in
Canada-there is a reserve power to issue of about 70 per cent.
It will also be observed that about 23 per cent. more notes are

required to do the business in the active or crop-moving period
of the year as compared with the dullest period. The average
circulation for the past year was 50-76 per cent. of the paid-up
capital. Not only was the required circulation supplied with
perfect ease, but, what is of equal importance, it was forced out
of circulation immediately it was not required.

The emission and redemption of these notes, the absorp-
t-ion of bank deposits and the making of bank advances, is
effected in Canada by 37 banks with about 500 branches. There
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notis n i this to the European mind, and it is intro-
duced here only to mark the contrast with the United States.
Trhe resuit of the branch systemn i that the loanable capital is
dlirectly gathered where it can be found and directly lent where

' srequired. The rate to the borrower is neither subject to
violent fluctuations because of panic nor to widely varying
rates for geographical reasons, and the borrower with good
security is able to borrow at fair rates, while the note issues
aIfford a circulation both elastic and secure.

WiyCANADA IS NOT TROUBLED WITH A BIMETALLIC AGITATION

'conclusion, I wish to emphasize the following points:

a.The agitation in the United States in favor of the

ulinited coinage of silver is simply the form in which the

tt SOlnething is wrong, and accept the suggested remedy
largely because nothing else is proposed. The general faîl in

Prices and the demnonetization of silver have been used as ar-
gurnerts for the unlimited coinage of silver ; but had the sug-
gested remedy been unlimited fiat paper money, quite as valid
arguments would doubtless have been urged.

b. Existing conditions regarding currency and banking in
th'e IJnited States are wrong, mainly because in the past politi-

Cns have regarded popular or untrained opinion. Had the
leg tatr of the United States followed the old maximn, Ilhold

ft'atwhich is good," and as the time passed endeavored
to Iflke the good they possessed better, they would now have had
a systern of banking and currency not essentially different from

tth ') England, France, Germany, Scotland and Canada.
tthe,,. violent policy of Jackson led to the Treasury system,
t 1eru, of branch banking, and the survival only of the weak

State banks; and these conditions caused the issue during the

war Of non-interest bearing notes for use as money, which was
followed by an agitation for fiat paper nioney, and later by an
agitation lasting for twenty years, for the free coinage of silver.

e, 'lad the earîy banking methods been re'tained, and im-
P'Vdfrom tieto time, there would now exist in the United
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St ates many large banking institutions with branches, creating
an automatic flow of loanable capital from the points where
bank deposits accumulate to the points where loans are most
required. There would also exist a paper currency issued only
by banks, redeemable in gold, and capable of just the measure
of expansion and contraction in the volume necessary for the
comfort of trade. With an equitable rate of interest to the
borrower, and a suitable and elastic currency, the silver-miners
could neyer have caught the ear of the discontented.

d. The history of banking in Canada shows that a country
may have a paper currency supported by a very slight percent-
age of gold provided the other reasons for its issuance are
sound. During the seventy-five years of its existence, except
for a few months in a time of rebellion (1837), the bank-note
currency of Canada has always been redeemable in gold. With
a sound and elastîc currency, and a banking system which en-
sures an equitable rate for borrowed money, Canada naturally
has practically no public discussion on the question of bimetal-
lism except in the case of the few who imagine that they flnd
a connection between the general faîl in prices and the so-
called demonetization of silver.

B. E. WALKER



TI-IE FORESTRY QUESTION IN NORTH AMERICA

OR a period of at least two centuries in the early history of
North America trees were looked upon as the natural

enlernies of progress, to be cut down and destroyed in the speedi-
est and Most eflectual way possible. And this was natural
enOugh since a clearing had ta be made in the primeval forest be-
fore the cereals and fruits necessary for civilized man could be
growU This process, however, has gone an at an accelerated
Pace fromn year ta year in the ordinary process of settiement,
Ufltil at last it seems ta have dawned on a number of people.
weho have given the matter consideration, that it bas gone too
far, and that it continuance must resuit in seriously impairing
the fertilitY of large areas of land now under cultivation. SOý
W*idespread has this feeling become of late that the closing

Yrears of the nineteenth century are witnessing a renaissance of
fOIrestry. The uses of forests in the general economy of a
cOunitry are being studied as neyer before, and schools of fores-
trY are hein g est ablished in various countries, founded on those,
Which have existed for many years in Germany and France to
the great henefit of bath countries. Forest influences an cli-
'nOte, rainfail, soul, etc., are attracting much attention,
an'd the general opinion seems ta be that their influence
';i highly beneficial, but a considerable time must elapse
a ld close investigation be continued before a definite opinion can
he Pranounced. Enough, however, bas been gathered from the
fl)05t casual observation ta show that the cutting away of timber
O01iTiauntain slopes and about the head waters of rivers is highly
itj urious. Col. Fred. Bailey, R.E., university lecturer and director
Of the Indian Forest School, in his introduction ta a course of
forestry lectures, published in Edinburgh (1892), speaking of his
observations made during a visit ta the Southern French Alps,
lextnarks : " Not anly the trees and shrubs, but also the grass had
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disappeared, so that the surface is no longer bound together by
roots, and when the heavy serni-tropical rain falîs directly upon
it, the soul, and subsequently the loase rock, slip down into the
valley below. The water, charged with these substances, runs
off with great rapidity and suddenly fils the torrent beds.
These latter soon become deepened by the ' scaur,' when their
sides, deprived of support, fail in, and the effect of this action
going on throughout the whole system of water-courses which
traverse the mountain sides, is that, over enarmous areas, the
upper strata of the soul, with its fields, bouses, and even villages,
are borne down into tbe valleys, and the wbole region, which
presents ta the eye littie but a series of black mari, bas an ex-
tremnely desolate appearance. But the damage does flot stop
there, for the debris is carried down to the comparatively level
valleys and open country below, where it is deposited over
fields, roads, railways and villages, tbus doing an enormous
aniount of barm."

The evil consequences of deforesting certain districts
of the country bave become sa evident to many people in
the United States, that différent States bave not only ap-
pointed commissions of enquiry, but are moving towards
establishing forest reserves, and acquiring for purposes of affor-
estation, areas of cut over and burnt over lands. But the most
notable action was that taken by the government of the United
States when, an February i5th, 1896, Mr. Hoke Smith, Secre-
tary of the Interior, addressed ta Prof.Wolcott Gibbs, President
of the National Academy of Science, Newport, R.IL, a letter re-
questing "Ian investigation and report of your honorable body, as
is provided in the Act incorporating the National Academy, and
by Article 5, Section 5, of its constitution, upon tbe inaugura-
tion of a national forest policy for the forested lands of the
United States." The investigation was undertaken by seven
members of the Academy, and their report was sent ta Mr. Cor- 1
nelius N. Bliss, Secretary of the Interior, May ist, 1897. It
would be difficult ta speak in proper terms of the efficient man-
ner'n wbich this work was accomplished. In the opening chap-
ters of their report they discuss "lThe Conservation of Forests,"
trea4ing of the forest administration in foreign countries with the
object of showing, in the Iight of history and practical experience,
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*hat it Ineans to go too far in any country in cutting down the
forests, and they show that the danger line has been passed in the

Northd States. They urge that the preservation'of the forests of
14rhAmerica is essential for the profitable and permanent occu-

?atln of the country. So impressed were the committee by their
"lie8tigation through the Western States and Territories, with
the importance of forest reservation, that they recommended
that, in addition to the I17,500,000 acres established prior to
1894, thirteen additional forest reserves should be provided for,
W'ith a total area Of 21,378,84o acres, roughly estimated. This
recoramendation was immediately adopted by the Cleveland
admninist ration, but the legisiation in the matter has been
SusPended, and the bis proposed by the committee have

'ltyet passed into law.
The report sets forth the terrible devastation which bas

been going on in the public forests of the United States, except
the fewr under military rule where detachments of troops are
e'nPloyed. Forest fires and nomadic sheep husbandry are the
two1 Mfain causes of the destruction of these western forests.
"Pires are partîcularly destructive to the forests of western

North Amnerica. They are composed almost exclusively of
highîy resinous trees, which, when they grow beyond the influ-
ence of the moisture-laden air currents from the Pacific, ignite
easilY, and burning fiercely on the surface, are quickly killed,
while the flames sweep forward, leaving standing behind them
the dead, although unconsumed, trunks to furnish materials for
later conflagrations and to intensify the heat."

Pires are often commenced by prospectors in search of
lllinerals, who do not hesitate to fire the forests in order ta lay
bare the rocks to help their search. Illegal cutting of the
llireserved forest lands of the public domain has also
been a source of great loss to the nation. The record of
'e4aste and mnaladministration covered by the report is appalling,
andj calîs for the early attention of the people and government.

While the report is most valuable, it is limited in its
8Cope, by the instruction of the secretary, ta the forested
lands Of the public domain, which lie in the western ter-
ritorY. A cognate question, and one equally interesting, is
tilat Pertaining to forestry problemns in the older States. In
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these States variaus commissions have been appointed within re-
cent years ta consider the matter, and some of them are buying
back territory which had passed out of their hands, and estab-
lishing forest reserves in a limited way. The policy of the dif-
férent States has been ta seil the lands, and allow the purchas-
ers ta cut down the forests at their pleasure, so that now the
New England States,with the exception of Maine, and the great
central States like New York, Pennsylvania, Ohio, and Indiana,
have largely ta depend on other localities for their merchant-
able timber. The mnixed forests of hardwood and coniferous trees
in New York State have ail been cut long ago, except in a region
in the Adirondack Mountains, and even Michigan, with formerly
such a marvellous growth of the much-prized white pine, is now
bare of timber. Cutting timber in Michigan commenced over
haif a Century ago, and when the contiguous prairie States were in
the course of settiement, the timber was lavishly cut for their use.
This went on at an increasing rate until i88o, when the tremen-
dous development of the treeless States west of the Mississippi,
the building of railways, etc., which ensued, in a few years
swept nearly the whole of the vast reserves of Michigan into
its vortex, until there is now not a single miii on the east coast
of the Michigan peninsula weith sufficient white pine ta keep it
running. The wholesale cutting of the timber has left many
sections treeless wastes without any provision for reforesting,
and the State is powerless ta commence any scheme of reforest-
ing without buying back the lands. The rapidity with which
this State was denuded of its magnificent forests of wvhite pine
can be understood when it is stated that the cnt of timber
increased from 788,3I8,)oooft. in I878 ta ,4I3,63I,089 ft. in 1890,
and decreased ta 513,585,298 in 1896, of which 265,234,314 was
from Canadian logs. No doubt large fortunes were made by the
owners of pine stumpage during this era, but wasteful methods
obtained, and now there is nothing left in many localities but
idle mills and dilapidated towns and villages. In some districts
it is a melancholy sight ta see aid milîs and tramways falling
from decay, whereas, if conservative methods had been follwed 'the forests could have been reproduced, and the industry con -
tinued, taO the great benefit of the State. It is now estimated
by experts that there is no more white pine timber in the
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State than, at the rate of cutting in the halcyon days of the
elighties, would suffice for one year's work. There is no doubt

St'Il a considerable quantity 0f hemlock and the hardwoods, but

the 'Id days of profitable work for the employees, and great
fortunes for the owners, are gone for ever. There are large

Sections of this State where white pine, had it been preservedi
and a proper systemn of forestry maintained, would be the most
Profitable thing the soil could produce, but it iS 110w a ques-

t'On What to do with the sand flats and gravel ridges. It will

'nvle many years of great care and labor before these
regions, cari be reforested. The only two States where a con-

siderable quantity of tke invaluable white pine remains are

Wsosnand Minnesota, and they are fast sharing the fate of

Mvichigan. No doubt there stili rernain to the United States
great forest s of coniferous trees in the south, but they are far from

nOrthern centres of trade, and lack the unsurpassed qualities of
the white pine of the north. Besides, their products will be

largely required for the new development going on in the south-
ern and southwestern States of the Union, 50 that a timber

famnine may be almost said to be within sigbt of the once mag-

nlificentîy timbered northern tier of States. What this means in

qluestio 15 of clirnatology, and the denudation of soil carried

down by floods every year to the Gulf of Mexico, is only begin-

ning to be dimly discerned by the inhabitants of these regions.

Turnîng to the Dominion of Canada, we find that the

saitne system of cutting timber as in the United States

has hitherto prevailed, with some notable exceptions.

Trhe Older portions of the Dominion have followed the example of

the United States. In the early history of the country trees were

Ooked Upon by the settler as an encumbrance. The hard-
WoO0ds in, Ontario and Quebec were cut down and burned, while

the white pine was cut in a wasteful manner, and marketed
eitber as square timber in Great Britain or as sawn lumber in

the United States. In the valley of the St. Lawrence river
Inarlcetable timber has disappeared (except spruce, which has
lecently corne into demand for pulp), and the main industry of

cuttîng white pine is carried on near the sources of the Ottawa
river and its tributaries. The industry is still in a flourishing

condition, but lumbermen are beginning to be concerned about
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the future supply of logs, and forestry questions are being dis-
cussed. In older Ontario along the Upper St. Lawrence, and
on the shores of lakes Ontario and Erie, with their tributary
streams, fine forests of mixed white pine, maple, oak, elm, etc.,
once stood in their primeval grandeur. This section of Ontario,
stretching from the mouth of the Ottawa river to Cabot's Head,
on the Bruce peninsula, is one of the most favored parts of North
America for topography, soul and climate, and sustains a well-
to-do, industrious population. It was ail thickly timbered, but
a strenuous warfare has been waged against the trees. Mr-
Thos. Southworth, Clerk of Forestry for Ontario, in his second
valuable report issued this year, gives somne instructive statis-
tics as to the proportion of woodland to total acreage in the old
sett]ed counties, and dwells upon the fact that the farmers have
not hitherto shown a proper appreciation of the desîrability of
replanting. In the coiinty of Middlesex, in the western district,
the total acreage is 757,522, with 153,825 reported as woodland,
or 20.3 per cent. ; the county of York, in the central district,
comprises 536,621I acres, with 38,040 woodland, or 7,1 per cent.;
in the east, Frontenac bas 673,561 acres, with 81,662 woodland,
or 12.1 per cent. The percentage of woodland in France is 17,
in Germany 26, Spain 7, Holland 7, British Isles 4.

The forestry problem in Ontario and around the basin of
the Great Lakes is altogether different to that presented in
Central North America, or the Mississippi river valley, with its
great tributaries draining a vast area with no natural reservoirs.
The Mississippi valley is subject to alarming floods, and millions
of tons of the soul are scoured away every year. In Canada, in
the neighborhood of the lakes the drainage area is much
amaller. About Lake Superior, for example, the height of land
is nowhere at any great distance from its shores, and the lake is
almost surrounded by rivers flowing to the north and west.
The Great Lakes form natural reservoirs, which by their imn-
mense area prevent the rush of spring freshets, and niaintain a
more equal flow the year round, so that the question of forestry
in Canada is not s0 pressing, although stili of great im-
portance, and mnay be considered more from its economic stand-
point. If the farmers could only be educated to plant every
hill aild hilîside of their farms, and aIl their waste corners, with
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trees, it Would flot only be a source of income better than any
Other, but would be of immense advantage to the country gen-
e]rallYp and there would then remain only the question of that

great ridge of hill country known as the Laurentian Range,

t'hg from nerOtw oRat Portage. It is on this ridge
"' tebasin of the Ottawa river, and on the Georgian Bay and
its tributaries, that the merchantable white pine is now cut. It
'Y be looked upon as a fortunate thing for Canada that the policy

of the government has flot been the same as in the United

States, Where thje land was sold and the timber with it. The

right onlY to cut the timber under license on Crown lands was the

lawV and Custom before Confederation, and has been continued by
thle different provinces since that time, s0 that the provincial gov-

eifllnents are in a position where they could commence at once
to refoirest cut-over lands. Almost ail the white pine of the Domin-

IOin Stands in this district, which in many places is of a particular-
'y brOken and lhilly aspect. A considerable portion of it has been

So1d for settlement, and prosperous farmers are living within its

l1tS inl Onltario, back of the counties of Hastings, Peterboro',

'Vcoiand also in Muskoka, Nipissing and Algoma districts,
btt'great bulk of the country is still within the control of

te government. According to a return laid before the pro-
c'kal assembly in 1893, Ontario had under license to lumber-
le21,ooo square miles of pinle lands, and 24,410 square miles

Of Such lands estimated as unsold, this being exclusive of
8900 square miles north of the height of land which has ljttle

Plie but a large quantity of spruce. In this great area under

'ene, s the timber is cut some of the land passes into
the baids of settiers, but a large proportion is not fit for settie-
n'ent, and it has suffered the fate of being burnt over, leaving an

UflsigbtlY wilderness of dead trees and charred stumps.

If th average lumberman were asked what should be done
*'t thi area of rocky and broken land after fire has passed over

hi nwer probably would be that it is useless. On these
lad crop of young poplar, birch, and other deciduous

trees useless for the lumberman, immediately springs up,
but cdOser investigation shows that after the poplar, etc.,
has 

1
COVered the ground, young pine principally, but also spruce

arad other conifers, appear, and having the shade afforded by
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the previous growth and also, the open air, the exact conditions
for reproducing a valuable pine forest are fulfilled. There
commences then a struggle for existence amongst the new
growth which can only end in one way: by the conîfers, in such
favorable cîrcumstances, asserting their superiority, and finally
killing out the growth which sheltered their young life and
provided the conditions under which they could grow into valu-
able forest trees. In districts where the fire has been kept
away pine forests in ail stages of growth can be seen, a perfect
object lesson to any student of forestry. To preserve this
young pine a strict system of fire protection is necessary, and it
is here that the wisdom and foresight of the Ontario gov-
ernment has shown îtself. A system of fire ranging has been
established, which only requires to be enlarged and brought
under strict discipline to be perfectly effective.

The rate of growth of young pine bas been variously esti-
mated, but under ordinary circumstances in Ontario, it is
safe to say that a io-inch butt log can be grown in 4o
years, when it would attain a market value. After 4o
years it will probably grow at the rate Of 2 inches in ten years,
making it 12 inches at 5o years, and the rate of increase in
diameter would still further lessen as the tree got older ; at 65
years it would produce a butt log of 14 inches, and two
others, giving iSo feet from the tree. After the age of
65 years the tree will grow at the rate Of A4 or 4 per cent. per
annum. As to what an acre wilI bear under proper forestry
regulations, there is first to be considered what quantity of logs
fit to be cut it will sustain which are in a position to earn inter-
est by their growth, and also have a sufficient quantity of
young pine coming forward to take their place when cut down.
Without saying what it is possible for a forest to produce, any
practical woodsman will agree that 100 logs per acre would be a
moderate amount in a thrifty forest, averaging say 8o feet per
log, or 8ooo feet per acre, which at A4 per cent. average growtb,
would only be 280 feet board measure. This seems ridiculously
small when compared with 59J cubic feet given as the aninual
increase in a New Hampshire forest by the United States Divi-
sion of Forestry. But what does an increase Of 28o feet mean?
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ItlTeans 70 cents per acre per annum,* and if two-thirds only

of a township be taken as fit for cultivation, leaving one-third
for rock and water, the resuit is : I5,360 acres at 70 cents =
an increaseof $10,752 per township per annum. The net reve-

nUe derived from German Crown forests, after paying ail ex-
Penses (which were over 50 per cent. of the net product), was in
1893, $1.33 per acre.

Under ordinary circumstances and natural conditions the
increase in the growth of young pine trees standing side by
side Mnay be extremely variable. It sometimes happens that a
tree begins life under such unfavorable auspices that it only
increases its diameter one inch in twenty-five or thirty years ;
When Suddenly, by some forest event, favorable circumstances
SuPerlene and a new growth commences, showing an increase

indareter of one inch in it may be every four or five years. In a
second growth pine or mixed forest a common sight is a clump

OfVigorous trees with their bushy crowns at the full height of
the forest, making the normal growth, and interspersed with
thern here and there a poor relation, stunted in his growth,
dellied his fair share of nourishment, living in the shadow of
the Others, not makîng a quarter of their progress, struggling

for e»ds but finally dying in the attempt. A veritable struggle
thre Xistence is going on in every forest, the poorer varietles and
th1,alnsothdoiatseisalkeiguth iheihgreat tenacity but sad economic waste.

Trhe question of economy in sylviculture calîs for the
Closest investigation. A profitable means of utilizing the saw
rnilIs' bye-product aswell as the varieties of timber not suitable
for îurnber, and the thinnings, has yet to be found. In Ger-
rnanY and France by reason of their dense population the
coppice can be thinned out and sold with profit to the operator,
but in Canada with the great area and sparse population of the
forest country the case is very different, and if reforestation is
to be unidertaken on a wealth-producing basis, provision must
be M~ade for cutting out the less valuable and superfluous growth
fror, ti.e to time, and giving it a value either through cheap
chenlicaî reduction to pulp or otherwise.

At the rate Of $2.50 per thousand feet B.M.
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The most valuable tree in ail t he region spoken of is, ofcourse, the white pine, which for lightness, strengtx and dura-bility bas no equal. For climatie reasons apparently it extendsonly a short distance beyond the northern height of land, butwithin its own area it is supreme, and may be seen growingeither in the crevices of the rocks, on the wind-swept hill-top,or in the fertile valley. Its winged seed is easy of dissemina-ation, and it is more desirable that proper receptive conditionsfor the seed should be cultivated than that young seedlingsshould be replanted (which would entail great and unnecessaryexpense) unless in some exceptional localities. The tree israther irregular in its production of cones (the present being aseed year of great promise), but that it has such powers of re-production over wide areas is a fact of great significance to thepeople of Canada.
The Ontario government have set apart as a governmentreserve the Algonquin Park, having an area of 1,109,383 acres.This is a step in the right direction. It should be followed upby a strict examination of ail timbered territory, and ail theland fit only for forest growth should be placed in the sameposition, with proper restrictions as to cutting, and a completesystem of fire ranging. The forestry question for Ontario atleast would then be solved, and by-and.bye an immense in-come would be poured into the coffers of the province.Canadians are stili unable to grasp the significance of theirheritage. They have, north of the height of land in Ontarioand Quebec, a still unbroken wilderness covered mainly withspruce fit for the saw and puip miii. As the world's suppiy ofsawn lumber and pulp wood decreases, the shores of the HudsonBay and Labrador will resound with the hum of machinery, andthe world's supply of spruce timber will be sent forth fromn thatnorthern country ; and as spruce reproduces itself quickly, itwili, with good judgment and the institution of a proper forestrypolicy, forever remain a mine of wealth to the country.

September, 1897 
JH ETA



)4EMORANDUM AS TO THE COST 0F COLLECT-
ING CASH ITEMS, SIGHT DRAFTS AND

BILLS DISCOUNTED

AT a mneeting of the Executive Council of the Association
hlinMontreal inApril lata memorandumn was sub-

mlitted by one of the banks covering an estimate of the cost of

makig collections, taking into account interest, postage and
other expenses. I was recommended that copies of this memo-
randuITl should be printed for distribution among the banks, pre-
Pa"atorY to a full discussion of the subject at a later date, and
tt a Précis should be printed in the JOURNAL. This latter is

r'OWP given following:

GENERAL NOTES

Ithe schedules given below, respecting the cost of collect-
Ing items, the only considerations deait with are interest and the
aIctual OUt-of-pocket expenses, such as postage and collection
charges- No account has been taken of the important bearing
'Which the questions of labor, stationery, and risks involved, bave
UPOn the matter, to cover which it will be necessary to impose
Stich additional charges as, in the judgment of the manager,
e'l' cOmnpensate therefor. It is not possible to state positively
W1ýhat the actual average cost of collecting individual items is,
but the following estimates will probably be accurate enough
for ai practical purposes:

INTEREST

a. One day's interest, at îeast, is Iost on ail cheques cashed
drawn on a bank's own branches.

b, Two or three days' interest is lost on cheques cashed
drawn on other banks and payable at Clearing House
points.

C. Two or three days' interest is lest on cheques cashed
drawn on other banks payable at points where the
reinitting bank bas a branch.
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d. Four or five days' interest is lost on cheques cashed for
whicb a draft is remitted in settiement.

The average time for which a bank loses interest on
cheques cashed rnay therefore be put at three days. On a
cheque for $ioo this would amount, at 60/, to .o5c.

POSTAGE

The average postage paid in connection with a cheque
drawn on an out-of-town point may be estimated at o02c., taking
into account, (i) that the postage on letters containing such
cheques is divisible on an average among several items, and
(2) that postage has frequently to be paid on the remittance in
return. This latter may be regarded as a charge in connection
with such a cheque, as its owner renders free service of the
same kind in return.

CHARGE FOR COLLECTION

The usual rate paid by banks to one another for collecting
items is 1 of i%, minimum ioc. Many banks have arrange-
ments under which they are able to collect at par at certain
points, but as these banks are required to reciprocate without
charge, or to give some other equivalent, the cost of collecting
in such cases is not annulled but simply paid in another way.
A certain proportion of ail demand cash items (varying accord-
ing to the size of the bank), would, of course, be payable at
the bank's own branches, and no commission would be paid for
collecting.

DISTANCE

The examples and estimates herein apply only to places
which are distant from each other flot more than say 24 hours
by rail, i.e., where items can be presented not later than the
rnorning of the second day following their encashment,

In ahl other cases, such, for instance, as between points in
Ontario and the maritime provinces and vice versa, and between
points in Ontario or Quebec, and Manitoba or British Colum-
bia and vice versa, etc., allowance must be made for the length
of time the items are likely to be outstanding.



THE COST 0F COLLECTING CASH ITEMS 63

SUMMARY 0F AVERAGE COST 0F COLLBCTING

DEMAND ITEMS
ITEM ITEM
$100 $400

'-Oss Of Iflterest (3 daYs> ................................ .05 .20
postage..... ....... 0 .2Cag ................ .................. 0 .2

' 0~efrCollection................................... .10 .40

011bassf Total.................................... J7 .62
0
f ai fcharge to customer of ýj/ (min. i5c.) there would

Onbsi e an actual loss of............................ .02 J12
Onb oi f charge of 9,/ (min. 20C) there would ibe a profit

On†††††††††††††††††††††††††††††††††††††††††††††....... .03 .13
Of charge of 3e% (Min. 25C.) there, would be a profit
of ............. ............................ .08o .38

SIGHT DRAFTS AND BILLS DISCOUNTED

The figures already referred to as representing the cost of
Postage and charge for collecting are applicable also in the case
of sight drafts and bis discounted, although the average cost
Of Collection is somnewhat greater than in the case of cheques,
for the reason that a greater proportion of cheques cashed are
payable at places where the bank has a branch, than is the case
'*Wl Sight drafts and discounted bills. A variation is necessary,
hower1ver, in the figures representing interest. The average loss
Of titrne ini receiving returns for a sight draft can be put at about
eight days (Sunday intervening), viz., two days from date of
enlcashment until presentation, two days in which drawee may
hOld, three days of grace, one to two days for returns to be
received.

The average îoss of time in receiving returns for a dis-
cOuilted bill may be put at about two days, as interest is always
received UP to date of paymnent.

SUi4)ARY 0F AVERAGE COST 0F COLLECTING SIGHT ITEMS AND

BILLS DISCOUNTED
ITE14 $100DISC'D

ITE, $ooSIGHT BILL

Ofifterest (8 days).............................. 033
Oflnterest (2 days) ........................... 0

Chare fo cieï ............................. .02 .02
Ostge .. .. l:..* .... ... .. ... .. ... .. ... .. .10 .10

Total .................................. .25 .15
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ITIEU $100Dîsc'oITE, $ooSIGHT BILL
On basis of charge to customer Of X.% (min. 15C.) the re- (Neftherba~suit would be a ioss of.........................~ -1 18toOn bs of charge to customer of %~% (min. 20C.) the re- gain)suit would be a ioss of ...................... .5(an 0On basis of charge to customer of J% (min. 25C.) the re- (,either losssuit wouid be............................. or gain.) (gain>. Io

It wiIl be seen that while a charge to customers of J.%(minimum 25C.) produces a moderate profit for a discountedbill, there is no margin at ail for a sight draft, and the charg efor the latter should really be 1% plus interest from date ofencashment unti] payment is received. As the item of interestplays such an important part in the cost of collection of a sightdraft, it follows that the smaller the amount of the item under$100 the greater is the profit where a minimum charge is ad-bered to.
The fact should also be kept in mind that, as a rule, thereis a great deal more trouble and labor involved in handlingsight items than is the case with cheques and discounted bis.



THl-E SELECT COMMITTEE ON BANKING AND)
CURRENCY 0F 1868

EXCERPTS FROM THE MINUTES 0F EVIDENCE

Nthe 14th April, 1868, on the proposai of the Hon. John
Rose, Minister of Finance, the House of Commons ap-

POin'ted a Select Committee on Banking and Currency, to
Illestigate the defects of the banking system of the country and
r7eonlmend a means of improvement.* The Committee drew

Ua scheduîe of twenty questions for submission to leading
banikers, mnerchants and others throughout the Dominion, and
tO these questions replies were received from:

Thos. Paton, General Manager, Bank of British North
America, Montreal.

H-ugh Allan, Montreal.
H.- Stephens, Montreal.
Jackson Rae, Cashier, Merchants' Bank, Montreal.
Jas. Stevenson, Cashier, Quebec Bank.
F. Vezina, Cashier, La Banque Nationalé, Quebec.
T.Woodside, Cashier, Royal Canadian Bank, Toronto.
R. J. Cartwright, M.P., Kingston.
Hon. Isaac Buchanan, Hamilton.
Adam Hope, Hamilton.

H.S. Strathy, Acting Cashier, Canadian Bank of Com-
Iflerce.

G. Hague, Cashier, Bank of Toronto.
Ottawa Board of Trade.
Guelph Board of Trade.
]Brantford Board of Trade.
W.V S. Stirling, Cashier, Union Bank, Halifax.
Peter jack, Cashier, People's Bank, Halifax.
J. W. H. Rowley, Cashier, Bank of Yarmouth (N.S.)
Tbos. KiIlam, Yarmouth (N.S.)
H-on. R. D. Wilmot, Belmont, New Brunswick.
J. D. Lewin, President, Bank of New Brunswick.

dl*The circumstances under which the Committee was appointed are fully
dat with by Dr. Breckenridge in The Canadian Banhing System 1817-,890>

(ee1.P. 336, vol. II, of the JOURNAL).

5
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The text of these questions (with the exception of the ist,
i 5 th, i 9th and 2oth, which were unimportant) is set out in the
succeeding pages, together with excerpts from the replies re-
ceived:

QUESTION 2.-State your views on the Banking system obtaining
in the laie Province of Canada, as well as in the provinces of
Nova Scotia and New Brunswick resPectively ; and whether
in your opinion, it has been conducive to the development of
the material interests of the country ?

MR. PATON.-I consider that the circulation should be se-
cured by Provincial Debentures lodged with Government (see
reply to Ques. 6), and that the number of Branches or Agen-
cies which a bank is permitted to establish should be limited,
and in proportion to its paid up capital. The amount of the
cash reserves, as compared with the liabilities, is flot regulated
by the present charters, which. has a tendency to induce dan-
gerous and imprudent expansion. This should be remedied,
and the statements furnished to Government might be more in
detail.

The banking system of the Dominion bas certainly been
conducive to the development of the material înterests of the
country- The failure of two of the largest banking institutions
of the province, and the evils which have resulted therefrom,
ought not to be attributed to the system under which the banks
were organized, but to a disregard of the correct and legitimate
principles which ought to govern the management of ai bank-
ing institutions, and which, if disregarded, will surely result in
misfortune and disaster, however perfect the systemn may be.

MR. ALLAN.-The system of banking which has hîtherto
obtained in Canada has doubtless been in the highest degree
beneficial. Under it the material înterests of the province have
been developed in an extraordinary degree, and all classes have
prospered; and I believe no legitimate enterprise, based on
Sound princîples, has suffered from the want of bankîng accomn-
modation.

Fewer failures of hanks, in proportion, have taken place in
the province during the ]ast thirty years, than in any other
country that I know of, where an equal amount of business has
been done; and what failures have taken place, have not been
occasioned by any fault of the system of banking, but in con-
sequence of mismanagement on the part of those to whom the
rule wis intrusted.
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MR. STEPHENS.-If the Governinent does flot adopt the
security principle for the bank note circulation (whicb 1 must
regard as preferable to any other) the present system of banking
Xin the Dominion of Canada would be my second choice, as pos.
Sessing many valuable provisions in their charters, particularly
the double liability clause in the Act, if you add an amendmnent
to enforce its operation wben necessary. In other respects littie
Objection can be made, except to disapprove of allowing banks,
at their pleasure, to establish in different parts of the province
agencies under the control of a single manager. This, in the
first place, is an unsafe and hazardous mode of transacting
banking business under the control and discretion of one person,
and, at the saine tîme, an unfair competition with and an en-
Croachment upon the just rights of other localities, which are
ITuch better qualified to administer, through their own selec-
tion of directors, their banking business, with special reference
to the safety of the bank and the material interests of the dis-
trict. 1 am clearly of opinion that the present system bas been
greatîy to the advantage of tbe material interests of the coun-
try, altbough 1 believe greater prosperity and more rapid ad-
Vancement could be obtained under a free banking law, diffusing
the banking facilities more generally throughout the country.

MR. BUCHANAN.-The "lRoyal Instructions" from Down-
lflg Street have prevented what I have long seen to be essential
to a sound system. of commerce or banking or currency in
Canada, viz.: that the character of the legal tender should be
Changed from being a fluctuating, because exportable commo-
dity, to be an emblem-secured by gold, but flot the gold itself

ofgoId notes, in fact. The banking system in Canada being one
of large banks, with paid-up capital and double responsibility,

has, I think, suited the country in the past, and been all that a
SYstemn could be, in the circumstances, under a bard money
5 ystem. It is clear, bowever, that tbe importations of foreign
labor in the shape of goods, have been stimulated by it, to a
fl'uch greater extent than it bad the opportunity to stimulate
Canadian labor in the shape of exports-seeing that, like the
Northern States of the adjoining Union, Canada has not, and
neyer, as a nortbern country, can have, considerable exports
Whicb will pay to send to Europe.

MR. HAGUE.-The banking system. of the late Province
Of Canada is based on the only sound principle on wbich bank-
lflg sbould be carried on, viz.: the obligation to pay all
liabilities in gold, and the systematic enforcement of this obli-
gation by a regular system. of exchanges between the banks.
Witbout the last, the first amounts to little more than a tbeory ;
With it, the immense advantage is gained of a practical test of
Convertibility.
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It has given to Canada a currency uniform in value over
a widely extended territory, independent of political fluctua-
tions, and constantly redeemable in specie. It has also ren-
dered the small amount of active capital possessed in a partially
developed country, available to the utmost extent possible. No
person acquainted with Canada can doubt that its banking
system bas been conducive to its material interests in a very
high degree, and it is the opinion of many, who are conversant
with the matter, that no other system would have been equally
beneficial.

MR. JACK.-It is generally supposed that the Dominion
Government contemplates the introduction of a radical change
in the system, either by declining to allow the banks to issue
their own notes, and substituting for them Government notes;
or by compelling the banks to base their issues on Government
securities. The plea for this great change is that thereby the
security to the holders of notes wiil be greater than it is at pre-
sent. Behind this there lurks the assumption that the present

system has proved a failure. To warrant such a sweeping and
fundamental change, it ought to be clearly proved that the
holders of notes in these Provinces have suffered severely
through the failure of the banks to redeem their notes when
required. It might be supposed that several banks have failed,
and that at some time or other there has been a suspension of
specie payments. But such bas not been the case. Under the
present system of bank charters one bank only bas failed in
Canada and another suspended but bas paid in full, while in
Nova Scotia no bank bas ever failed. The banks too, have
always paid their notes in gold on demand. During times of
panic and great commercial depression, when the banks in the
neighboring republic, many of whose issues were based on
Government securities, were compelled more than once to sus-
pend specie payments, the banks in the Provinces, whose issues
were based on specie, promptly met all demands in gold. All
through the crisis of 1857, although considerable pressure was
brought to bear upon them to induce them to follow the example
of the banks in the United States, they maintained their notes
of the same value as gold. Their note circulation bas thus
been proved to be, both in times of pressure and ease, quite
secure; as secure as it is possible to make it by any extraordi-
nary legislative enactments, and as secure as any Government
note circulation can be; and while the public have not been
losers, they have been considerable gainers by means of it. It
may be that if banks were to fail-and one out of the large
number4n existence bas failed-there would be some loss to
note-holders, but this could easily be prevented, by making the
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notes a first charge on the assets of the bank. In the event of

falilure there must be delay under any system, but by simply
tohoîng the proposed change, perfect security would be given

tohlesof notes, without utterly deranging the business of the
¶COntry, as must inevitably be thé case if the proposed change

1ever made.

'Messrs. Stevenson, Rae, Vezina, Woodside, Cartwright,
ho0pe, Strathy and Lewin replied in the affirmative to the latter

Portion of this question. Messrs. Rowley and Wilmot expressed
the Opinion that the systerni did flot afford sufficient facilities
for the development of the country's resources.

QUEPSION 3.-Do you fayoT the system of a direct issue of

Government Notes as a circulating medium for Canada, or

that. of having circulation based on Government securities,
but issued to the public otherwise than directly by the Govern-

mnent ? State what plan or system would, in your opinion,
be the best adapted to the wants and interests of the Domin-
il,2, and give the outlines of the plan you would recoinmend.
State Particularly what percentage of specie, under any

sy'tem, ought to be retained for purp oses of redemption; and

ifany, what in proportion to deposits ?

MR. PATON.-I arn favor of a circulation of Bank notes
based Upon and secured by Government Debentures, thereby
g1ving the public the security of the bank issuing the notes
tOgether with that of the Government. I would recommend
that, after the expirillg of the presefit charter, say four years,
the circulation of every bank in the Dominion shall be guaran-
teed by deposit with the Government of the 6 per cent. stock
of the Dominion to be taken at go, or if bearing 5 per cent., at
a Proportioi ally lower rate, interest on the Debentures being

bein pad t tht Banks depositing such debentures.

M.STEPHENs.-T1ie Bonds of Canada and the Provinces

er'Posingit ' should be the only security accepted by the Gov-
Asin thi secure the Bank-note circulation of the Dominion.

A hsgives perfect security to the Bill-holders, it would be
well to provide for the semi-annual publication of the names of
the shareholders of each bank, for the greater security of the
depositors, as, under this system, the credit o h nttto
Would be supported, in a great measure, by the wealtn and
respectability of its shareholders.
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MR. RAE.-I think the issue of bank notes, under certain
restrictions, as a circulating mediumn, better adapted to the
wants of the Dominion than that of either a direct or an indi-
rect Government issue.

MR. STFENSON.-The wants and interests of the Domin-
ion, are, I think, reasonably well served by the existing system
of banking, which, except in one or two instances, where its

pnciples have been widely departed from, bas been found to
frnish a trustworthy convertible currency, which bas admitted

of expansion during seasons when an increase was required, and
bas been withdrawn with ease and safety.

MR. VEZINA.-I prefer the present circulation of the incor-
porated banks of the country, based on gold, or in part on gold
and in part on Government securities.

MR. WOODSIDE.-The systemn which bas hitherto obtained
in Canada is that which, in my opinion, is best adapted to the
wants of the Dominion.

MR. BUCHANAN---I would recommend that each bank
should give up its gold to the Governrnent, receiving inconvert-
ible legal tender notes of the Government for the amount ; and
that with the amount the Government should buy British
consols, accounting to each bank for the interest accumulating
on these after a margin of ten per cent. has been laid aside.

MR. HoP.-I arn in favor of a direct issue of Government
notes as a circulating medium for Canada. The coining of

money, or the making of paper to represent money, is a power
that should belong only to the State, and should not be entrusted

sbould issue paper money, and only in exchange for gold, and
such paper money in the hands of the public should be, in fact,
a receipt to the holder thereof for so many grains or ounces of
gold in the saine way as a warehouseman's receipt is for so
much wheat or other produce, and the thing for which the
receipt is given should be (to the holder of such receipt) forth-
coming on demand at the place of issue. In my opinion, there-
fore, there should be established a Government Bank of issue,
confined in its operations exclusively to the issue of paper
money to corporations or individuals for circulation or otherwise,
and only in exchange for gold, and such paper money should be
legal tender in all transactions throughout the Dominion, but
redeemable in gold on demand at the bank of issue. It should
retain at.all times in its vaults a reserve in gold of not less than
one fourth the amount of its issues, and occasionally increasing
this reserve when any apparently temporary demands arose for
its paper in the autumn, or at any other periods of the year.
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deAil other banks should be merely what are called banks of
teps t, confinîng their transactions to the receiving of deposits,

te aning of money, and dealing in exchange and other nego-
tiale seÇurities. Such banks should be compelled to hold gold
Or Government notes for flot less than one-fifth of their de-
P)osits, and should receive a percentage on the average amount
Of Government notes held in their vaults, and should be allowed
!0 COllect whatever rate of interest they agree for. Ail restrict-
iOnS On the interest of money should be swept away.

laMR. STRATHY.-The system, of banking prevailing in the
ate Province of Canada, prior to the passage of the Legal

Tender Act, with some slight modifications as additional safe-
guards, is much better suited to the requirements of the coun-
try, and more especially to the province of Ontario, where an
9XParided circulating medium at certain seasons of the year is
11hlsPensably necessary for the removal of the crops. 1 think

tecirculation of banks should be a first lien upon their assets,
and1 the double liability of the shareholders should be made
""a"'able within a reasonable time, say a twelve-moflth after
suspension, without waiting to realize upon assets, which may
l5e a work of years.

MR- IIAGUE.-I do not view with favor the proposai to
corliPel the banks to buy Government securities to an amount
equal to or larger than their circulation. Such a measure would
'fivOlve many of the banks in an obligation to hold large

arnUnts of securities which are liable to heavy fluctuations,
ýnd Would not be an economical use of the small amount of real-
iZed capital possessed by the country.

The plan I recommend is, to have circulating notes issued
bY chartered institutions, as at present, with additional securi-
ties, as hereafter mentioned, against loss by the public. This
plan isthe best, as applied to the wants and interests of the
bornnion, because it produces the largest amount of available
'apital out of our limited financial resources, and because it pro-
Vides, naturally and readily, for those seasons of expansion which
are inevitable in an agricultural counltry.

MR. JACK.-By the present system the banks have been
enabled to borrow a large amount from the general public,
W1hich they have employed in boans to the mercantile commun-
ity* The available loanable capital of the country has thus
been largely increased with the best results ; while the banks
have so pruciently managed, that there have been fewer losses
tO the holders of notes than in any other country which pos-
SeSSes either a similar bank note circulation, or one based on
GOVernment securities. In Nova Scotia there bas neyer been
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any loss whatever sustained by the holders of notes. The trade
and commerce of the provinces have been developed and bujît
up under this system. It would seem. therefore, unless cogent
reasons to the contrary can be given, that the saine systern
should be continued in the Dominion as has been thus success-
fully in operation in the several provinces apart. Theory is
very good, but experience is much better, and when experience
has proved a systemn to be highly beneficial and exactly adapted
to the wants of the cornmunity, it is hardly advisable to change
it because sorne theoretical systern may be propounded which is
expected to prove better. The old proverb Illet well alone "
is assuredly applicable to the present banking system. Improve
it if defective, but do not radically change it.

MR. ROWLEY.-Should a systemn of this description be in-
troduced among us, we have already precedents which might be
adopted as guides for us, in the systemn of the Bank of Eng-
land, and also in that of the National Banks of the United
States ; modifications and alterations of either of which, to
suit our own circumstances, might very readily, successfully and
profitably be carried out.

MR. WILMOT.-The circulating medium of the country is
the life-blood of trade, and should not be subjected to the vio-
lent expansions and contractions, caused either by the apparent
self-interest, the caprice or mismanagernent of individuals. The
amount of circulation per head in the United States is $30 ; in
the Dominion it is flot $4 ; if the former is in excess, the latter
is far below what is required. I arn therefore decidedly of opin-
ion that the existing banks should be liberally remunerated for
their circulation, but if continued to them, no further charters
should be granted with the power of issuing notes.

MR. LEWIN.-I arn not in favor of a circulation based upon
Governrnent securities, for although these securities rnay be a
guarantee for the ultimate redemption of such notes, you cannot
in this country, realize specie frorn them, in the event of an
emergency, and thus secure the one important object in ahl
paper currency, prompt specie redemption.

Except as indicated in the replies given above the suggest-
ion of a Government issue of notes was unanimously disap-
proved. Opinions differed considerably on the point of a pro-
per specie reserve.
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QUESTION 4.-State what, in your opinion, are the advantages and
disadvantages of a direct issue of Government notes, and
7ohat those of a system under which banks organixed on a

PrinciPle analogous to that of the National Banks of the
United States might use a circulation based on Government
securities. State what, in yo opinion, has been the effect

Of such a system in any countries in which it prevails ?

MR. PATON.-The only advantage connected with a direct
iSSUe of Government notes (meaning thereby an issue by Gov-
ernoment itself, and flot through the banks), is its profit to the
Government which thus, to the extent of the circulation, bor-
r ows Without interest fromn the public ; the expense of main-
taining the circulation, and the specie reserve held for its re-

alsPoe' requiring to be deducted fromn the profit. There may
lo ethis advantage, that the circulation being in Goveru-

'lent notes, and therefore legal tenders, must be received
thrOughout the country at par, and will thus form a currency of
Uniform value.

On the other hand there are serious disadvantages attending
Suich an issue. Such a means of raising money has seldom been
resorted to by the government of any country, unless driven
thereto by necessity. It is a dangerous power to possess, from
the facility it affords for unduly increasing expenditure, and
'lever has, and probably neyer will be, exercised with sound
econOmy and discretion. In the countries in 'which it bas been
adOPted, Russia, Austria, France under the republic, Brazil,
and the United States, it has brought in its train many evils,
Including a depreciation of the currency, a disturbance of mone-
tary arrangements, an unsettling of the value of every com-
fllod tY, of incomes, and of the wages of the people, an interrup-
!ionl of the regular current of trade with other countries, and
in1troducing an element of speculation and gambling into the
ITIOst ordinary business transactions. A currency of this charac-
ter wants elasticity; it would not increase or decrease with the
requireme1 1 t5 of trade, as there can be no sympathy between
the ex-penditure of Government and the amount of currency
required for transacting the business of the country.

MR. ALLAN.-Theoretically, and if the security of the
holders of circulation were to be mainly looked to, the National
sYstetn of banking, as it exists in the United States, is probably
the most perfect.

If any change is to be made in the systemn as it obtains in
this country, I would prefer the National systemn to any other.

MR. STEPHENS.-I do not know of a single advantage to be
derived from a direct issue of Govern ment notes which is not
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obtainable on the principle of the National Banks of the UnitedStates, whose circulating notes are fully secured by a pledge ofthe public stocks. The National Bank system, now over fiveyears in successful operation in the United States, has metwith great favor with the people there, and although variousamendments to the law have been passed during that time, Ihave never, in a single instance, met with an intelligent personin or from the United States, who condemned the principle ofthis Banking law ; on the contrary it has been very muchcommended by the highest banking authority in that country.This principle of banking originated in the New York Statelegislature some twenty years since, and has been improved bysuch amendments as experience suggested up to the time thatit was assumed by the general Government, and made the ex-exclusive measure of banking for the nation. With this endorse-ment, I think this principle of banking might be safely tried inthe Dominion of Canada.

MR. WOODSIDE.-The advantage of a direct issue of Gov-ernment notes, is their uniformity of value, by being made a" legal tender" within the Dominion. I know of no otheradvantage which they possess over the issues of banks. I lookupon the bank issues of notes as perfectly safe, and more easilyconverted into specie than the issues of the Government. Thedisadvantages are that many small places which now have bankagencies, would be deprived of banking facilities altogether ;for without the profits of the circulation of their own notes,many bank agencies would be withdrawn as unprofitable, andthe communities from which they were withdrawn would suffer,in being compelled to pay up the bank loans and in being de-prived of their usual accommodation; property of all kindswould be much depreciated in value, and a general stringencyand much suffering would ensue. A Government havingthe power to issue notes would be tempted, in case of need, intoissuing more notes than they could redeem, when a suspensionof specie payments would take place, thereby deranging thecommerce of the country, and ruining many who had foreign orother engagements to meet.
MR. CARTWRIGHT.-Setting aside the special inconvenience

and injustice to the province of Ontario (which emplovs thegreat bulk of the circulation of the entire Dominion) of~inter-ering with the source from which a very large part of itsbanking accommodation is derived, and apart also from thegrave risk that Government may be tempted, in moments ofreal or supposed emergency, to make their notes inconvertible,
a danger especially great from the temporary though delusive
prosperity which usually ensues upon the first issue of an
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irredeemnable currency. 1 can perceive no method by wbich
GOvernmnent can regulate the expansion of the currency without
danger of grievous abuse.

This particular and very important function has been
hitherto fulfilled in a very efficient manner, ail things considered,
by the natural play of supply and demand, and by the compe-
tition of the various banks with each other ; but I can see no
lflethod whereby this could be effected by a Government con-
trOlliiig a bank of issue, or even operating through an ordiniary
bank, wjthout its laying itself open to grave suspicion of par-
tiality in its dealings with the various banks, or else to the
danger Of using its power for political purposes.

It appears to me that the Government would find this

and ,, oetly used, a most onerous and vexatious charge,
ifany case that the introduction of such a system would

iMnpart a new and wholly uncalled for element of uncertainty
into ail mercantile operations.

1 cannot speak, of my own knowledge, of the system pur-
Sued in the United States, and even if I were thoroughly
ncquainted with it 1 have great doubts if we can can form a
ý,rrect judgment of what its workings would be in this country,
Il View of the many disturbing causes which have affected its
OPeration there, from the outset.

MR. STRATHY.-The danger to be apprehended from an
Issue of Government notes is inconvertibility, consequent de-
Preciation in value and derangement of trade: the fact that the
Very existence of a bank must depend upon the faithful
discharge of its liabilities, is a strong guarantee that
those liabilities will be promptly met. In any country where
Government notes are the circulating medium, without one
SOlitary exception, so far as 1 know, they range at a discount
varying from 15 to 5o per cent., as compared with gold. The
disastrous effect upon trade, consequent upon the uncertainty
and daily varying value of such a currency, must be apparent
to ail, to say nothing of the almost universal spirit of gambling
it engenders.

MR. HAGUE.-In answer to this question, 1 observe that a
direct issue of Government Notes can only be justified as an
ernergency in time of war. Such an issue is open to the very
gravest objections : Thus,

(1) There is a tendency in Government currencies, which
rnay almost be termed irresistible, to become irredeemable and
depreciated. It is a fact that no Government currency yet
Issued, with some trifling exceptions, has preserved its value,
and some of the largest emissions of such currency ever known,
have faîlen to ruinous rates of discount.



76 JOURNAL 0F THE CANADIAN BANKERS* ASSOCIATION

The uniformity of the resuit shows the strength of the
tendency, and it is, in my opinion, impossible to devise any
restrictions which will prevent its operation.

(2) The lunction of issuing and redeeming notes payable on
demand, is so intimately connected with commercial operations,
both inland and foreign, that none but persons who bave close
and constant relations with the active commercial world can
properly manage it. The business of circulation, in fact, is the
business of the banker, and such it has ever been in the mother
country, the centre of the finances of the world. Sucli, also, it
has long been in France, whose experience of the disastrous
effects of a Government currency has been such as to deter it
from ever repeating the experiment.

(3) If the Governnient have it in its power to emit paper
money, and such paper money become a recognized instrument
of currency, the temptation to extravagant expenditure will be
irresistible.

Experience shows that the expenditure of a Governrnent is
the most difficult of ail disbursements to be kept within reason-
able bounds, even when there is such a strong restraint as the
necessity to raise money by taxation or boans. If this restraint
were removed, there can be no question that expenditure would
become ruinously large, and the issues of money far beyond
legitimate requirements. The currency would of course fail to a
discount, and the credit of the country be damaged in the money
market of the world.

I arn not aware of any advantages which would arise from
a Government currency, except the facility which it would afford
it for'borrowing, and the saving of interest on whatever amount
of notes might be kept afloat. It is needless to add that this
very facility would be the source of the greatest danger.

As to the superior safety of Government notes, alI experi-
ence proves that this is a mere delusion. There is no security
against such notes becoming so depreciated in value as to be
practically worthless.

Under a proper system of redemption, such as Canada has
long possessed, a banker is bound to redeem his notes under
penalty of closing hîs doors. The Government bas not such
penalty to fear, nor can any pressure be brought to bear upon
it by its own constituents, which will deter it from over-issues
and their con sequences.

The conditions under which banks may issue their own
notes based on Government securities are fundamentally differ-
ent from the above, and as between the two systems, there can
be no questi-on that the latter is to be preferred. The principal
advantage it offers is, that the currency issued under its pro-
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visions has a preferential claimn to the securities deposited to
cover it. To the Governrrent it secures a demand for its de-
bentures on the part of the banks.

The disadvantages of such a system, speaking of it simply
as a theory, are that it compels a bank to lend to the Govern-
nient to the full amount of the notes it may ever be required to
Issue. This prevents the capital and credit of the bank beingavajled of to meet the requirements of commerce to the extent
tO which these loans may amount.

Lt should be remembered also, that Government securitiesare liable to heavy fluctuations from political causes ; and to
Co fPel bankers to invest such large sums in this shape is to
Subject them to a disadvantage which might, under certain
COntingençjes be fatal ; and this without any corresponding
return. If th'le case of the Bank of England is cited in this
Connection, it should be remembered that this bank bas always
had the immense advantage of the Government account.

F~urther, it is questionable whether even this currencyeoId be brought within the operation of a regular redemption,
S1uch as has long existed in Canada, and which is the essential
feature and safeguard of our system.

The National Bank notes of the United States are neyerredeerned, and ail schemes for making them redeemable, have
hitherto proved impracticable.

In considering this question, it should neyer be forgottenthat these banks have at no time been worked on the basis of
SPecie payn-ents.

bas 'r'y opinion, speaking as a practical banker, until a systemhsbeen subjected to this test, it is impossible to judge of itsMlerits. In this opinion I am confirmed by eminent financial
auIthorities in New York.

As to the effect of such a system in any countries in' whichit Prevails, I am not aware that it does prevail in any countrybut the United States. That country in past years has been
afflicted with banking systems and currencies of a most hetero-
gene0 us character, many of them pernicious and unsound to the
last degree. Enormous losses have been suffered in conse-
quence, especialîy in the Western States, and almost any change
WorUld have been welcomed whîch rid the country of such
dangerous pests.

btThe National systemn is undoubtedly a change for the better,
btit is needless to add that Canada neyer suffered from thoseevils which rendered the change desirable.

!htMR. iJAcK.-The flrst part of this question is s0 vague
thtit js difficult to discuss it. The basis on which the

Issue of Government notes is to be made should be stated.
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It bas been recognized by the best writers on economic
science, that if a Governrnent takes the note circulation into
its own bands, it should confine itself to the Iliron principle " of
an exchange of notes for gold, and gold for notes; and that
there should always be in its possession an amount of gold equal
to the notes in circulation. If this were the basis, and it is the
only sound one for a government to adopt, there could flot be
any doubt of the immediate redeemability of ail the notes afloat.
But it does flot appear that this is the basis proposed for adop-
tion. Judging by the tenor of the various questions, the idea
seems to be a government note circulation with only a partial
reserve of gold, in place of the present bank note circulation
with a like reserve. If I arn correct in this supposition, the
principal advantage appears to be, that it is perhaps a cheaper
mode than any other whereby the government may borrow
money. It has been asserted that under the present arrange-
ment for borrowing by the issue of legal tender notes, the
government has paid a much higher rate of interest than if it
had borrowed by the issue of bonds or debentures. If such is
the case, and the present arrangement were continued and
extended, it does not seem that there would be any advantage
to tbe government or the country by obtaining a loan in this

wa.Under a goverfiment note system, with only a partial reserve
in specie, there would not be so great security for the immedi-
ate redemption of the circulation as at present exists. The far
larger portion of the money thus obtained would be expended
on government works, the payment of salaries, etc., and would
be gone beyond recovery. In the event of a demand for gold,
either for exportation, or tbrough the influence of panic, al
that the govern ment would have to redeemn the notes would be
the specie reserve. There would not be, as is the case with
banks, tbe daily maturing of boans, nor would there be any
other reserve such as money invested at cali, or in the hands of
agents abroad, by means of wbich gold cornes in, or could be
immediately obtained to meet any extraordinary demand. The
only way in which the government could obtain the gold would
be by means of a boan ; but, at such a time, it would be utterly
impossible to obtain one, and government would be compelled
to suspend specie payments. The very fact of a government
taking the circulation into its own bands, results, not front any
partiality in favor of the holders of notes, but from the necessity
of borrowing. This necessity seems to increase with most
governments, and as under a suspension of specie payments, it
would be much easier to borrow money by the issue of legal
tender notes'than when tbey are redeemable in gold, tbere is a
constant temptation to bring about tbis result, which, in times
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of distrust and panic, would diminish any existing desire to
ITintain specie payments. For a bank to suspend specie pay.
rnents is ruin ; for a government to suspend specie payments is
Prosperity, through increased facilities for borrowing. A gov-
ernment in want of money, or a government without principle,
wo0uld thus have a power in its hands, which might, at any
flIOment, by a simple order-in-council, be employed to the great
detriment of the best interests of the country.

:Again, were Government the sole issuers of the circulating
Mfedium, either directly or through the medium of a bank, it
Would possess a power which might easily be perverted from.
legitjmate purposes to the carrying out of party and other
1llegitimate ends. Whether justly or flot, a government hold-
lIng the power of issue would always be liable to attack, for the
Mlode in which it might use it. If the power of issue were con-
filed to a bank of discount acting for the Government, the evil
'Woýuld only be intensified. On this point it bas been well said
by Mr. J. R. McCulloch, "lthat a National Bank, for transacting
Ordinary banking business, would be neither more nor less than
a national nuisance that would very soon have to be abated,"
and he adds, Ilno Government would choose to encounter the
obloquy of being connected witb sucli an establishment." The
opinion of the late Sir Robert Peel is no less decided. When
di'scussing the renewal of the charter of the Bank of England
'r' 844 he said "lthe advantages, the only advantages which I
have been enabled to discover in a Government bank, as com.
Pared with a private company, are those which resuit from. hav-
Ilng responsible persons to manage the concern, the public de-
riving the benefit of it; but then, on the other hand, I think
these benefits are much more than counterbalanced by the
POlitical evils wbich would inevitably resuit from placing the
bank under the control of the Government. I think that the
effect of the State having the complete control of the circulating
mtedium in its own hands, would be most mischievous." These
'Views have received a striking corroboration in the attempt at
a national bank in Canada. Complaints, both loud and deep,
have been made, that the present method of managing the
Government circulation has always been used in a manner
illjurious to the interests of the other banks and general com-
Iniity. What may we not expect if this power for evil is in-
creased by the destruction of the bank circulation and substi-
tultion of that of the governnient, and the whole confided to a
Single hank of issue ?

The present National banking system in the United States,
1S one which bas taken its rise under a suspension of specie
Paymnents, and it is impossible to argue fromn what is there tak-
lflg Place as to the value of the systemn where the notes are con-
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vertible into gold at the pleasure of the holder. Prior to the
passing of the Act which called it into existence, the banks in
the principal cities held large reserves in gold. The immediate
effect of their coming under its provisions was the sale of that
gold, in order to purchase securities to lodge with the govern-
ment for notes. In this way they were enabled to comply with
the Act without disturbing their general business. If the trade
and commerce of the country had at that time been conducted
on a specie basis, this would have been impossible.

MR. RowLEY.-The direct issue of Government notes, e.g.,
the greenbacks of the United States, the four and five dollar
notes of Nova Scotia, and of the former Province of Canada,
bas been generally considered by statesmen of all shades
of political opinions to be by no means desirable. On the
other hand its disadvantages are universally admitted.

The advantages of a system of bank issues for the Dominion
similar to that of the National Banks of the United States,
would be the same as have been found desirable in that country;
they consist chiefly of-

(a) Uniformity of currency over all parts of the country,
and the note a legal tender for the payment of all debts.

(b) Security by Government, as well as by the liability of
the stockholders.

(c) The whole available capital of the country thus becomes
pledged to support the Government and institutions of the
country, and thereby tends to maintain good order and law.

(d) The people, with their property, through the banks,
thus invested in Government securities, find themselves pledged
to maintain the integrity of government, the preservation of
order, and the support of law, thereby adding greatly to the
prosperity and stability of the country.

MR. WILMOT.-The advantage of a direct issue of Govern-
ment legal tender notes would, if restricted, as mentioned in my
last answer, relieve the public from being taxed to pay the
interest on that amount of the public debt. The wear and tear
of notes should, as in Nova Scotia, more than compensate the
cost of issuing them, and when the foreign trade was adverse,
they would not be so injuriously affected as the existing bank
note circulation. Being a legal tender, and being received for
duties and taxes, the holders would have perfect security. No
disadvantages could arise, unless the power of issuing them was
abused, which could equally be applied to any other paper circu-
lation. I think the National Bank system of the United States,
has been proved by experience, to be safer for the public, and
more remteirative to the stockholders, than the system similar
to our own, previously existing in that country. One in many



SELECT COMMITTER ON BANKING AND CURRRNCY 81
respets aaig to it, would be much mor~e fited for the de-

veoi 0n f tersucsoa wcunywhere float-
ing capital was scarce, than the present system.

Q UeSTIO 5.-Do you consider that the National Bank system of
the United States could be introduced with advantage into
the Dominion of Canada-if not, give your reasons; if yes,
State what modifications or different provisions you would
recommend, so as bo properly secure the convertibility oj their
issues, and give dite sec urity for depositsP

MR. PATON.-I arn of opinion that the National BanksYStemn of the United States could flot with advantage be intro-
duced ifito the Dominion of Canada. One objection to its intro-
duction is, that it would encourage the establishment of a
O*Iltitude of small Banks, which would not be able to secure theservices of efficient and experienced men to conduct their affairs.h s like]Y that the deposits would be used by the parties having
the control of the Bank.

The establishment of numerous small banks in Canada
Would result in continually recurring failures, causing embarass-
r'lt to the public, exposing the other banks to danger from
Pan1ics, and generally bringing discredit on the whole banking
sYsten-, of the country.

MR. ALLAN.-Undoubtedly the National system of banking
COulld be introduced into this province, but whether it would
Offer any advantage over that which now obtains here is, in my
'Pinion, doubtful.

'bMR. STEPHENs.-I arn abundantly satisfied that the National
'anlk principle of the United States could be introduced with
great advantage into the Dominion of Canada. In order to
Sec-ure the convertibility as well as the uniform value as nearly
as Possible in different parts of the Dominion, it would beiecessary to amend the law so as to compel the local banks of
No0va Scotia to redeemn their notes in Halifax; those of New
trunswick, at St. John's; those of Quebec at Montreal, and
those of Ontario at Toronto, at the rate of one-eighth per cent.
dicount and in addition make them by law receivable for ail
Public dues. In regard to the security for deposits, I do not see
that more can be done than what I referred to in my answer toý
QuerY NO. 3, VÎz., from each Bank compulsory semi-annual
reports of the names of their shareholders.

The double liability clause would be of great value, but it
Wou.ld neyer answer under this system. The fact is, it would ba

6
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asking too much fromn the shareholders, after having deposited
security for their circulating notes, and would, therefore, prove
to be an obstacle to the free working of the law.

1 have thus far omitted to refer to one of the most important
advantages to be gained fromn the establisniment of this systen
of banking in the Dominion. 1 allude to its favorable effect
upon our own public securities, by increasing their value and
convertibility, and what is of still greater interest to the countrye
is that the demand for banking purposes would cause the returfl
to us of a large portion of our bonds, thereby securing the
disbursement of the annual interest amongst ourselves in Place
of being remitted abroad, as at present. This item of three or
four millions of dollars, which have been yearly remitted for
interest on our Public Debt, is no small amount to be deducted
annually from the value of our exports, the saving of which will
be most sensibly felt, greatly to our relief in the home trade.
On this account 1 have long been anxious to see our securities
held and domiciled at home.

MR. RAE.-The limited capital of the country would prevent
the National Bank system, which has been so successful in the
United States, since the suspension of specie payments, proving
a good substitute for the bank issue which now exists here.

MR. STEvENSON.-It must necessarily be difficult: to deal
with the National Bank system of the United States, ini
connection with its introduction into the Dominion of Canada.
That system. is not based upon specie payments; and it is
admitted that every systemn of banking and currency must be
subjected to the test of specie payments.

MR. HoPE.-I should view the introduction of such a cur-
rency, or anything analogous to it for Canada, as a great
calamity. Our object should be to have a currency as near as
possible perfect, and in my opinion the National Bank currencY
is several removes fromn that.

MR. HAGU.-In considering this question it is important tO
put aside mere financial theories, and look at the matter from a
practical point of view.

If the National Bank system is introduced into Canada, it
will be necessary for the Banks to purchase Government
securities to an amount considerably more than the highest
point to which their circulation reaches when expanded in the
season for the moving of produce. To do this will curtail their
resources for carrying on the trade of the country. I do not
think it will be of advantage to the trade of the country tO
withdraw a considerable amount of capital now engaged in its
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development, for the purpose of lending it to the Government.
This 1 consider to be a sufficient reason why such a measure
Should flot be inaugurated.

It seems to me that whether we look at the banking busi-
ness of the country in general, or regard the periodical expan-
Sion anld contraction of the circulation required by a portion of
It, the National Bank system of the United States could not be
advantageousiy introduced into Canada; and when we consider
that the proposed system offers no better security for the general
condition of banks than the one 110w iri existence, we feel in-
clu-led to say, in the words of Lord Melbourne, IlCan't you let
it alone ?"

Lt should also be remembered, in considering this question,that the posftion of Canada, with its comparatively small popu-
lation, is very different from that of the United States or Great
Britain. There is flot the field in it for the purchase and sale
Of stocks which there is in these countries. And I very much
eoubt the wisdom of borrowing from the population of a new
Country the money required for Government works. Ahl the
available resources are required for the development of the trade
and manufactures. If the Government interferes with these
resources, there cannot possibly be th at rapid advance in the
future which has been seen in thie past.

Lt is not easy to borrow money abroad for mercantile pur-
Poses, whereas it is comparatively easy for a prudent Govern-
MTent to obtain from foreign capitalists all the money it may
gradually require, as was shown by the late loan.

MR. ROWLEx.-I consider that a Bank Act, similar to that
Of the Bank of England and the National Bank Act of the
UJnited States, might be advantageously introduced into the
1Dominion of Canada.

MR. WILMOT.-A general banking law, similar in most of
IsProvisions to the United States National Bank Act, would

enlable any number of individuals possessing the reqiuisite securi-
ties, to carry on the business of banking, by depositing the
Securities with the controller of the currency ; being relieved
fromn the expense of keeping large reserves of specie, tlîey could
,aford to pay as much for the notes as would relieve the public
from the cost of conversion, and contribute a reasonable sum to
the general revenue, while the note-holders would have the se-
Curities deposited and the guarantee of the State, for the
security of the circulation.

MR. LEWIN.-In my opinion, the introduction into Canada
'Of the National bank system of the United States, would be,
financially, a public disaster. Lt would, in the first place, require
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a large amount of bank capital now loaned to the public to be
withdrawn and invested in Government securities, and secondly,
introduce all the evils of an irredeemable, and therefore depre-
ciated paper currency.

Messrs. Strathy and Vezina also aiiswered this question ini
the negative.

QUESTION 6.-Can you suggest any system, having Government
securities as the basis of circulation, which will provide for
the necessary expansion or contraction at certain periods of
the year, and at the same time make the note circulation of
ail the banks equal, in point of security ?

MR. PATON.-In the event of the systemr of depositing
Government securities as the basis of circulation being intro-
duced, those banks whose business is too extended may have
difficulty in meeting a demand for an extension of their circula-
tion, but to every properly organized bank, wîth capital and
resources sufficient, no such difficulty will arise; as the only
precaution to be observed, is always to hold an amount of
Government securities equal to the highest circulation, and thus
provide for necessary expansion. This system will also, to a
very great extent, equalize the notes of every bank in point of
security.

During the past ten years the minimum circulation of
bank notes has been $8,ooo,ooo (inclusive of legal tenders,) and
the maximum $ i 5,000,000, a difference of no less than $7,ooo,-
000; but the highest circulation (legal tenders included) during
the past ten years was $i12,500,ooo. The banks, in order to
supply themselves with the amount, would require to deposit
with the Government $ 13,750,000. They have at present,' of
Government securities, $7,ooo,ooo. From their capital and
resources, they wouldtherefore require to provide the difference
in cash, say about $7,ooo,ooo, but this could without difficulty
be accomplished within the time suggested in my reply to No.
3, viz. :four years àfter the expiring of the present charters.

MR. ALLAN.-If the possession of government securities
was to be the basis of bank circulation, or if the notes of the
Government were alone to be circulated, the necessary expan-
sion might be obtained by an arrangement, by which, on a
deposit with a Goverment agent by a bank, of its approved dis-
counted-paper, the required circulation would be afforded or
authorized.
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letMR. STEPHENS.-The proper remedy to guard against vio-
l ct ontraction or expansion would, in rny opinion, be the

aIppointrnent by law of three bank commissioners, with full
POWers to make quarterly examinations of the condition of
each bank. 1 believe these duties are clearly pointed out in the
Pnfited States National Bank laws, and if this system. 15 adopted
'I the Dominion, the note circulation of ahl our banks would
then, be equa] in point of security.

ofMR. RAE- do flot know of any other method than that
taf GOvernment deposits, in each bank, in proportion to its capi-

tal consristing of notes for circulation, to be used at certain
seasons of the year, when needed to niove the produce of the
CO'Untry.

Mn R. STEaVENSON.-As Iam not in favor of anysystern hav-

SOnS which 1 hope to make apparent as I proceed with my
replie, )I amn unable to suggest or recommend any such which I
V'ould consider Sound. I use the woid «Isound " as a synonym.
of rlght, or coincidence with a rule calculated to produce good,
or which can be shown to be generally expedient.

otMR. WILMOT.-If Government securities could not be
OaIned to meet the necessary expansion required at certain

periods of the year, others equally valid might be substituted.
Trhe free banking law of the State of New York, prior to the
war, Which worked beneficially, permitted the deposit of two-
fifths of the securities in mortgages on land, without taking into
acount the buildings, and authorized an issue of notes, I think
to the extent Of 30% (thirty per cent) of the assessed value. The
Scotch banking system, was started by the land ed-proprietors
Uflltlng in the issue of notes, making their whole property re-5POn sible ; the necessary contraction would regulate itself, by
PaYing back the notes when flot required by the trade. If the
batIiks circulated Dominion notes only, the security of ail would
be equal.

Messrs. Vezina, Woodside, Cartwright, Hague and Lewis,
cOuld suggest no system by which the defects of such a systemn
as referred to in the question could be overcome.
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QUESTION 7.-Is the expansion and contraction as sudden and
great of late years as formerly, in the provinces of Ontario
and Quebec ; and does the circulation vary, and to what
extent, in Nova Scotia and New Brunswick ? If so, at
what seasons, and from what causes ?

In reply to this question, MR. HAGUE submitted the follow-
ing table of expansions and contractions in the circulation of
the Banks of the late Province of Canada, for a perîod of ten
years

TABLE 011 THE HIGHEST AND LowEST CIRCULATION 0F THE BANK< NOTES
0F THE LATE PROVINCE 0F CANADA FROM 1857 TO 1865, INCLUSIVE

Highest Lowest Expansion
Year month Month and

Circulation Circulation Contraction

$ s$
1857 january. 11. I,873,730 December. 8,757,315 3,li6,415
1858 October. 10,177,414 May ........... 7,682,350 2,495,064
à 859 October. 11,236,055 May ........... 8,122.125 3,113,930
i 86o October.....14,756,242 May ........... 9,478,440 5,277,802
z86î October. 15,259,202 April ........ 10,036,451 5.222.751
1862 February ... 12,812,268 Deember. 9,868,997 2,943,027
1863 October.1 1i,288,890 May ........... 8,372,567 2,916,323
z864 january..10,9)82,726 August ......... 8,525,475 2,457,251
1865 October. 14,258,655 July.........8,i69,289 6, 189,366

The expansion of the last of these years was, I believe, the
greatest ever known, as the whole occurred within a period of
three months. In the following year the provincial note systeru
was put into operation, and the Bank of Montreal commenced
to redeem its circulation. Both these causes would disturb any
calculation as to the variation in the total issues of the last two
years.

The following statement shows the highest and lowest circu-
lation of the banks of the late Province of Canada (other than
the Bank of Montreal) for 1866 and 1867-

Year Monîli Hlgbest
Circulation

1866 March ........ 9,330,226 Augu
1867 October. 9,659,534 Auga

[onth

.st ..

Lowest

Circulation

7.252,297
7,411,962

Expansion
and

Contraction

2,077,929
2,247,572
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QUeSTION 8.-Can you suggest any plan by whîch the existing
banks could give the public the security of Governnent de-
bentures for their note issues, and at the same tirne carry on a5
Profitable business, if time were allowed to adapt their pre-
sent operations to such a systern, eéther by increase of capital,
gradual redemption of their circulation, or otherwise ?

M1R. PATON..-The banks of the Dominion could carry on
aProfitable business, if permitted to issue their own notes,

guaranteed by a deposit of Government debentures, if allowed
ta drawv the interest on the debentures lodged, and if relieved
fromn the tax of one per cent. on their circulation, and from the
obligation to hold ten per cent. of their capital in Government
securities, and provided sufficient time is allowed to effect the

-MR. STEPHEN.-I cannot suggest any safe plan of intro-
1ucing into the charters of our existing banks the principle of

c0nlPelling them to secure their circulating notes upon the
Pledge of Government debentures, as 1 think any attempted
narrangernent of that kind would be only adding another experi-
'lIent Upon the present National Bank law of the United States,
Whlich has now already had the benefit of twenty years of ex-
Perixnentaî legisiation in that country without ever having its
general principles called in question.

MR. HAGUE.-The reason why the circulation of their
Ilotes iS an object to the Canadian banks, is that their deposits
are so small in proportion to their capital. Deposits in Britain
anld other colonies and dependencies of the Empire, are far
larger than in the Provinces. It is a matter of interest to ob-
8erve that the ratio of deposits to capital is gradually and
slO1Wl3Y increasing. When the times corne wlien the deposits
bear the samne proportion to capital as deposits and circulation
cOllnbined do at present, it is probable that other things being
equalp the banks will be able to do as large a business on the
SaInie capital as it present.

Placen fnsoen the past, 1 should say that this may take
Plae i seenyears, provided that nomonetary derangement

Occurs intemeantime fromn bad harvest or political compli-
cations. If such disturbing causes should supervene, it may
take fromn ten to fifteen years to bring about such a result. This,
hOw9ever, will enable the banks only to grant the same amounit
Of discount accommodation after the lapse of this period, as
they do at present.

As the requirements of commerce may be expected to be

tOiden0 fl increased at that period, it is evident that legisia-
toofthe character named wiIl considerably increase the
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stringency of the money market, and deprive the commercial
community of the benefit they would otherwise derive by the
accumulation of wealth in the country.

There can be no escaping from this resuit under any pos-
sible arrangement. If the time for a complete covering of note
issues by Government securities were fixed at seven years,
and the banks were gradually required to purchase securities
for that purpose, they would have less to lend every year, as
they lent larger and larger sums to the Government.

So far as the profits of the banks are concerned, it is pro-
able that the obligation to lend to the Government would not
directly diminish them to any considerable extent. The crip-
pling of the resources of men of business, however, would
render the banks liable to greater losses than they would be
otherwise, which is a most undesirable contingency.

MR. WILMOT.-The most ready mode would certainly be
by increasing their capital.

The remaining replies indicated a unanimous opinion that
this change could flot be effected without prejudicially affecting
the banks.

QUESTION 9.-If the existing banks were deprived of the right
ta issue notes, except on Government securities, hou' long,
in your opinion, would it take ta adapt the necessary steps
whereby the present circulation might be redeemed without
cuTtailment of discount accommodation ? Would the effect
be ta lessen seriausly the discount accommodation now af-
forded ta the trade of the country, and if sa, ta what extent?
Would the change tend ta increase the rate ai interest ?

MR. PATON.-FOUr years after the expiring of their charters
would afford the banks time to make arrangements for carrying
On their business, with a circulation based on government secu-
rities, and for redeeming their present circulation, say at the
rate of twenty-five per cent. per annum without inconveniently
,curtailing their discount accommodation. Several of the banks
having already as large an amount of goverfiment debentures
as of circulation, could immediately enter into the arrangement
suggested, without decreasing the amouint of their loans. I do
flot believe that the change would tend to increase the rate of
interest.

MR. ALLAN.-The restriction on the banks, by which the),
could only issue notes based on government securities, would
necessitate an immediate curtailment of circulation, and also of
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discount accommodation; and this would continue j ust until the
restriction was removed. As the business of banks would
aiso be greatly îessened, an increased rate of interest would be
an immnediate necessity.

MR. STE-PHENS.-If the existing banks were brought underthe operation of a new banking law, restricting them exclu-
SivelY to the issue of notes secured by a pledge of the public

seutes, two years would be fully sufficient time for ail of the
Present banks in the Dominion to purchase their bonds for
deposît with the government to secure their new note circula-
tion. This arrangement should cause no disturbance whatever
in the regular course of banking, and, in my opinion, would
'lot in the least restrict their power in extending their
Ilsual accommodation to their customers, because during the
Change of the old banks, new ones would be established in dif-
ferent parts of the Dominion, under the new law, which would
have the tendency to diminish the rate of interest, rather than
to increase it.

MR. RAE.-In order to avoid reduction in the present dis-
cOunt accommodation, additional capital would be required to
replace the present bank circulation. 1 think the change would
bave a tendency to increase the present rate of interest.

MR. STEVENSON.-The circulation of the banks in Canada
(excluding the Bank of Montreal) may average...

$ 10,000,000
Reserve to be retained ................ 2,000,000

Leaving............................ $ 8,oooooo
available for business-in other words, being the power of lend-
Ing arising from the circulation. This would be lost. But the
GOvernment bonds, under the provisions of the Act, would be
cOnverted into legal tender notes, say to the amount Of $3,ooo,-
PO, the lost power would therefore be $5,ooo,ooo. If the ex-
'Sting banks were deprived of the right to issue notes, except
On Government securities, I am of opinion that a change of
5Ystem would have to, be brought about gradually, say, in ten
Years. Ail are agreed that the effect of basing bank issues on
Government bonds, will materially reduce bank accommodation.
It is also generally admitted that the greatest stringency or
ScarcitY of money wilî be when the crop has to be moved. This
Stringency will be greater than is generally supposed, for

vie for then reasons :-Banks, under the present system, pro-'Vie or hemoving of the crop ; this provision, with the usual
eXPansion of circulation, enables them to meet the requirements
Of their customers. But deprive the banks of the advantages
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resulting from the expansion of their circulation, and they will
cease to provide for a business which is active during three
months of the year only. They wilL keep their available nieans
invested in the paper of manufacturers and importers, engaged
in a steady business, usually requiring money throughout the
whole year. When the crop is brought to market, there will be
no money to be had from the banks wherewith to move it, ex-
cept ftom banks possessed of large capital, baving a large por-
tion of their means in England and the United States ;
and those banks will flot withdraw such capital unless the
business connected with the moving of the crop pays
them better than lending in New York and England.
Take the present harvest. For some time past gold in New
York has been worth 'I'th @ i per cent. per diem, for its use.
What inducement would there be, under a system of note issue
based on bonds, to fetch one dollar from New York to advance
on produce ? As there would necessarily be a great scarcity of
money here for the purpose of moving the crop, the farmers
would be entirely at the mercy of American capitalists, who
would buy on their own ternis and at a manifest loss to thîs
country.

MR. VEZIN.-It would take the banks at least ten vears,
in the most speedy way possible, to redeem the amount of their
circulation, but they could not do it without a great restriction
in business generally, and without a considerable injury being
infiicted on trade. The change would certainly tend to increase
the rate of interest.

MR. WOODSIDE.-If the existing banks were deprived of
their right to issue notes except on government securities, the
effect would, in my opinion, be most disastrous to the commerce
of the country, as the curtailment of the present discount
accommodation would seriously cripple every enterprise and
depreciate the values of aIl commodities, and ruin many
engaged in trade.

The change would, no doubt, materially increase the rate
of interest, for banking is now much less profitable in Canada
than it is in England and in many other places.

MR. CARTWRIGHT.-The banks now existing in Ontario
could not give up their circulation without curtailing their dis-
count accommodation, unless they were able, simultaneously, to
increase their capital to a very considerable extent. 1 doubt if
this could be done, pari passu, with a proceeding which would
materially reduce the profits to be expected from capital
employed "in banking, in the first instance at least. As
before observed, the profits of circulation have always formed
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a large item in the calculations of bankers in Ontario, and 1
amj Ituch inclined to think that the rapidly increasing business of
!hat province will require ail and more than ahl the bank capital

'can comnmand, without depriving it of any it now possesses,
Whether in the form of paid-up capital or of circulation. If
h"lR5 in Ontario are to be deprived of the right to issue notes,
't Ought to be done as gradually as possible. There is strong
grOund for believing that the withdrawal of the power to issue
'lotes wouîd have a speciaîîy injurious effect in Ontario for
reasons already given. The curtailment of discounts would
Probably be flot less than five millions of dollars in that
Province, and in an ordinary state of things (if American
8ilver coin were withdrawn) would be very considerably more.
§Uch a step must tend to increase the rate ot interest, though
't ITist depend on a great variety of considerations whether it
actually raised it or not. Hitherto the Canadian Government bas
hardly ever entered the Canadian money market as a borrower,
and it is impossible it should do so to the extent of several
'TIllifls (which is the direct effect of this measure) without

tedng more or less to raise the rate of interest.
As a matter of expedîency, it is very questionable if

Government should become a competitor for what may be
called the "lactive loan fund," of any country except in case of
Urgent necessity, and this is always specially objectionable in a
11ew and growing one.

1,tMP. HoPE.-Looking at the bank statement Of Pîst March
1at observe that the circulation is $8,742,91o, and the

cOin, bullion and provincial notes $8,507,956, so that the
circulation to the banks collectively (whatever it may be in one
or tWVo exceptional cases) cannot at prsny evr eueaie
and from these figures 1 cannot see how, if the banks were
deprived forthwith of the rîght to issue notes, that any curtail-
Mrents of legit imate discount accommodations should result

fr it .

MR. STRATHY-Were the present circulation done away
ý!lth, a curtailnient of discounts must undoubtedly follow, even
if the Bank capital were increased as rapidly as possible. I
should think the curtailment of discounts necessary would flot
!all short of $ io,ooo,ooo; the currency would unquestionably
'Increase the rate of interest, by causing a continued stringency
in the money market.

MR. HAGUE.-I have already indicated that the very
ýhortest timne within which such a change could be prudently
Illaugurated, would be seven years, provided that no financial
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disturbance took place in the meantime. I name this, however,
simply as an alternative between the initiation of such a change
without sufficient notice.

There can be no possibility of a redemption of Bank note
circulation, or a covering it by Government securities, without a
curtailment of discount accommodation present or future.
Even if the change were gradual, and discounts, while the process
was going on, could be as high as they are now, the increased
means which would arise from larger deposits would be diverted
from business operations to the use of the Government. The
course of banking in Britain and every other commercial
country, is for the surplus funds, that is, the Bank deposits of
one district, or one class of the community, to be made available
for the carrying on of business in another district, or to another
class, by means of the banker, who receives money from one
person and lends it to another.

Deprive the commercial community of London, Liverpool,
or Paris of the discount accommodation they receive from the
deposits lodged with the bankers, and the greater part of the
men of business in those places would stop payment. This is
obvious. Deprive the commercial community of any increase
of discounts they require in the increased development of com-
merce, and the effect would be that commercial progress would
be checked.

If the banks were required during the present year to lend
to the Government a sufficient sum to cover their whole circula-
tion, it would be necessary to call in loans from the commercial
community to the extent of several millions of dollars.

This curtailment of discounts would be almost wholly with
the banks of Ontario, whose circulation is large in consequence
of their doing business mainly in an agricultural community.
It should be remembered that in the contraction of discounts
a very small diminution in the total volume produces an effect
far more than is commensurate with the amount of contraction.

It would be impossible to exaggerate the disasters which
would be entailed upon the country (all of whose parts are
mutually dependent), by so large a curtailment of discount
accommodation.

Even if this difficulty were overcome, it is almost certain
that in every future year a great scarcity of money would occur
at the time when banking accommodation was rnost needed,
viz., during the fall and winter months. Such a state of things
would inevitably lead to higher rates of interest, which, as is
well known, could not be prevented by legislative enactments.

Another incidental effect would be the lowering of the
price of produce by the periodical stringency of money. This
would of course operate to the injury of the farming com-
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mnunitY. Remittances to wholesale centres would suifer in
consequence, and commercial enterprise be checked accord-
irigly.

The effect of the proposed change would thus be as follows
If carried out at once,-
To diminish discount accommodation to the mercantile

COnrnmunity of the West, to the extent of from five to seven
fl'Ilions of dollars, and bring about a severe revulsion in every
Part of the Dominion.

If time were given for the change,-
TO prevent discounts being increased as the growth of

Population and business demanded it.
And in either case a higher rate of interest, accompanied by

a greater uncertainty of repayment of boans ; a diminished price
for produce; severe fluctuations in the money market annually;
Periodical financial distress.

It is well known that with all the resources at the com-
MTand of the banks, there occur seasons of financial distress at
Present.

tePrevent by arbitrary enactment the banks from. availing
trnseives of that credit which may be used to tide over a period

Of stringency, to that extent financial distress will be aggravated.

MR. ROWLEY.-The change might be limited to about five
Years at the furthest, which would be long enough to allow
every bank to make the necessary change without any inconve-
flience either to themselves or their customers; and the change
,i igt be brought about very gradually, in proportion of one-
fifth of circulation annually, i.e.-each bank would take one-
fifth Of its capital in the new issues every year.

MR. WILMOT.-The experience of the change in the United
States is the best answer to this question. The establishment
of a free National banking system. bas aiforded more general
accommodation to the trade of the country; business formerly
Con1ducted on credit, bas, by the increase of circulation, been
transacted with money; the rate of interest bas been more
regular and equal, not subjeot to the fluctuations which occur
Ilider our system.

MR. LEWIN.-The existing banks usually discount to the
full extent which a prudent management of their business per-
Ytfts, and would be compelled to lessen the amount of discount
accommrodation aiforded to the public, to the extent of the sumn
'IQVested in Government securities.
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QUESTION io.-Do you cons ider that the present systemn, under
which a portion of the circulation of the Dominion is on the
direct issue of notes of the Government, viz. :Under the Act,
29-30 Vict., Cap. 10, of the late Province of Canada, and
under the Acts, Chapter 39, Revised Acts, Titie ii, of the
Province of Nova Scotia, cou pied with the systemt of inde-
pendent issues by the banks themselves, is satisfactory in its
operation ? Do the public prefer thme notes of the Governenent
to those of the banks, and are the banks which issue their
own notes Placed at any disadvantage, and how ? State
fuily yonr experience of the working, and effect of the co-exist-
ence of the two systems ? Has the introduction of the Leg-al
Tender systemn produced a inaterial reduction in the volume
of specie in the country, and would it, if made general,
cause such further reduction as to depreciate the value Of
Legal Tenders? State fully your views on ail these points ?

MR. PATON.-By the Provincial Note Act of 1866 the Gov-
ernrnent was authorîzed to issue a limited number of legal ten-
ders to any bank which, under certain conditions, was disposed
to withdraw its own circulation and issue the notes of the Gov-
ernînent.

The only bank that took advantage of the Act was the
Bank of Montreal. That institution held so large an amount
of Government debentures, that it could, without inconvenience,
withdraw its circulation and replace it by legal tenders. When
the above Act was passed, the Government considered it neces-
sary to borrow about four million dollars in Canada, and they
proposed to issue debentures at a high rate of interest, and in
small amounts. As this loan would have been supplied by de-
posits withdrawn from the banks, 1 consider that it was more
for the convenience of these institutions that Governmext
should issue a limited amount of legal tenders than that their
deposits should be largely and rapidly diminished. The Gov-
ernment notes have neyer exceeded in amount the circulation of
the Bank of Montreal. I arn of opinion that the Act author-
izing the issue of a limited amount of legal tender notes,
coupled with the system of independent issues by the banks
themselves, has been satisfactory in its operation.

The public make no distinction between the notes of the
banks and those of the Government, and they hoth circulate
freely, and at par.

MR. ALLAN.-I arn not aware that the public show any
preference for the notes of the Government over those of the
banks. The 'manner in which the legal tenders have been put
in circulâlion, bas been injurious to every bank, except the
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favored one through which the issues have been made, inasmuch
as that bank being also the only Government bank of deposit,
dictates the method of making settiernents unnece'ssarily oppres-
Siv'e and inconvenient.

MR. STEPHENs.-The present system of direct issue of
nlotes by the Government, and at the same time independent
issue of the banks, can neyer in my opinion be made to work in
a satisfactory manner, either in the interests of the banks or
the Government. One or the other must be made exclusive,
if either be adlopted. A point, however, is now reached in
banking, as well as in the speculative character of trade in thîs
COUintry, which imperatively demands our choice of a currency
ISSUe yGvrmn debentures, or a direct Government

teMR. WOODSIDo.-I think thit the public does flot prefer
the notes of the Government to those of the banks, as 1 have

wnof two per cent. being paid to get gold for Government
notes, and I have known the Government notes to be refused
altogether although a Illegal tender." The batiks which issue
their own notes are placed at a disadvantage, for although theyredeemn daily in gold, their issues are liable at the whim of an
Un1scrupulous Government agent to be rejected, thereby causing
Wan1It of confidence in the public with perhaps a run for gold.
This was the case in October last, and may be again.

MR. CARTWRIGHT.-I think that the Act referred to placed
gra rnuto power in the andsof the Governentof

""rY disastrous, at any rate to the banks of Ontario, had
Golvernment, in conjunction with the Bank of Montreal, exerted
thermseîves to the utmost of their power, to force the entireei ght millions of legal tender notes authorized by that Act, into
Circulation

As matters actually turned out, Government having
alowed things to take their natural course, and having confined
thernselves to issuing a sum barely equivalent to the amounts
'Withdrawn from circulation by the failure of the Bank of Upper
Canada, and by the Bank of Montreal acting under agreement,
1t'neo opinion that no appreciable disturbance was caused byteff"ects of that Act, the failures of the Bank of UpperCanada, and of the Commercial Bank, being clearly traceableto Causes wholly unconnected with and unaffected by that
flneasure.

At the same time I must observe, that it is still in the
PhO'we of Government to cause very considerable inconvenience

shud they decide on forcing the balance of legal tenders still
'41issued into circulation.
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I do not think the banks which issue their own notes have,
so far, been placed under any practical inconvenience by the
issue of legal tenders, thoughthey have undoubtedly been com-
pelled by the fiscal agent of Government to hold a certain quan-
tity of legal tenders which they would otherwise not have re-
taned. I apprehend, however, that this bas simply caused the
displacement of so much gold, and can hardly have inconveni-
enced the banks in the extent to which it has gone through. I
offer no opinion as to what the result might be were the matter
pushed further.

I am bound to add, however, that I have found the legal
tender notes preferred by a considerable number of persons, and
speaking generally in view of the existing position of the
country, and of the public finances, I think the existing system
may safely be allowed to continue. I have already, in my
answer to question 3, stated my views as to the best course to
be pursued in future.

MR. HoPE.-I consider the present system of having a
portion of the circulation of the Dominion on the direct issue
of Government notes, coupled with the system of independent
issues by the banks themselves, most unsatisfactory, as it places
the banks which issue their own notes at a disadvantage, inas-
much as the public have apparently a leaning in favor of the
Government notes, and in times of panic the circulation of a
bank is frrst discredited, and then a withdrawal of its deposits
follows.

MR. HAGUE.-I do not consider that the operation of the
Provincial Note Act bas been satisfactory. That it has not
occasioned severer financial contraction, is owing to the fact
that no bank bas embraced its provisions, except the bank
which had the Government account, and that the same bank
which came under its provisions had the management and con-
trol of the Government currency.

It would, in my judgment, have been dangerous and impru-
dent in the extreme for any bank to come under its provisions
without stipulating for the same conditions as were enjoyed by
the Bank of Montreal, viz: a share of the Government deposits,
and what is far more important in this connection, a share in
the management of the scheme. As these conditions would
have been practically impossible, the issuing of Government
notes has been confined to the bank which enjoyed them, and
retained the control of the Government currency in its own
hands. The Bank of Montreal, in fact, by retaining such control,
bas been precisely in the same position as a bank which issues
its own nptes. It bas had at all times a large reserve of notes
to fall back upon, which could be used at discretion, the only
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condition of issue beîng the crediting of a special Government
accounit, and the retention of a small proportion of specie. This
rendered the new currency practically elastic, and prevented the
'inurjous consequences which must have arisen from a rigid
8YStemn of issues, as provided by the letter of the Act.

On the other hand, evils have arisen which would have been
Prevented had the Government retained in its own hands the
Coiltrol of its currency and banking account. The principal of
these is, that the financial agents of the Government have been
ellabled to assume an attitude of dictation towards other insti-
tUlti 01 s, which is contrary to the public good. That such an
atttitude is s0 contrary, and that it might be exercised
fln Such a manner as to do most serious mischief to the country,
lnaY be seen from the correspondence read to the House of
COnio11s by the late Finance Minister, in giving his explana.
t'1s after the stoppage of the Commercial Bank.

It does not appear that the public prefer the notes of the
GovernMent to those of the baniks. The amount of Government
n~otes in the hands of the public, judging from the published

reursi, soudsaysomewhat less thn theamot which.

MR. WILMOT.-SO far as my observation and experience
ellables me to judge, Government notes pass freely throughout
th, Dominion, without being subject to any discount ; this is
'lot the case with bank notes. 1 have known the notes of sol-
vent New Brunswick baniks subjected to a discount of ten per
Cent. in Montreal, while the notes of banks in Ontario and Que-
bec Were subject to five per cent. discount in New Brunswick ;
rleitber are they current ; the Government notes being a legal
tender, answer the purposes of money in ail transactions, while
the batik notes do not, except in their own localities, or where
they have agencies to redeem. The baniks of Nova Scotia being
Prohlibited from issuing notes of a less denomination than twenty
dollars, the smaller circulation is in Government notes, and
being required for change there is no conflict in the issues.

QUEPsTION ii.-Should the present Banking Institutions bc e
quired to issue notes based on Governmnent securities, or to issue
Legal Tenders, would they, in your opinion, continue their
local or country agencies, and if not, why not 1

MR. PATON.-Many of the country agencies of the baniks
are estabîished for the purpose of transacting producè and lum-
ber business. The advantages of these establishments consist
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mainly in the increased circulation induced. In the event of
the circulation of the country being legal tenders, which the
banks will require to purchase with gold, and from the circu-
lation of which they would derive no profit, ail the agencies of
the bank established for the purpose of promoting the circulation
of notes would be withdrawn. If the note issues of the country
were based on Government securities (on which the banks
received interest), the notes being those of the banks, it stili
would be for their advantage to increase their circulation, and
there would be no reason for closing the country agencies.

MR. ALLAN.-The issue by the banks of legal tenders or
notes based on Government securities only, would curtail their
operations and probably resuit in the withdrawal of somne
agencies as unprofitable ; many of them would, however, I
think, stili be continued.

MR. STEPHENs.-Banks required to issue notes based on
Government securities, which I take to be essentially the
American system, should neyer be allowed to establish branch
banks or agencies, unless they were restricted in this respect.
A bank could be established nominally in a remote part of the
Dominion, whilst ail its real circulation and banking business
could be done through an agency in one of the principal cities,
givîng such a bank an unfair advantage over those banks not
similarly situated, in regard to the redemption of their circula-
tion in specie.

MR. RAE.-I think many of the country agencies would be
closed if bank circulation was discontinued, because the object
to be gained by the establishment of such agencies is the profit
derived from that source.

MR. STEVENSON.-I arn of opinion that in many cases the
present banking institutions would find it necessary to discon-
tinue their local or country agencies. The profit on the circu-
lation would be lost, and sorne of the establishments are so
small that they would scarcely pay the expenses of management,
but for the profits arising from the circulation. The with-
drawal of those establishments would be attended with consider-
able inconvenience to the inhabitants. They are now places of
safety in agricultural centres for accurnulating wealth. The'y
are useful for the purpose of making payments from those places
elsewhere; useful to traders ; useful to all. If the establish-
ments did not issue their own notes, many local agencies would
be closed, and a very great deal of inconvenience would be
experienced by the inhabitants of several districts in Canada.

MR.-Ho«PE.-I do not think the banks ceasing to issue their
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OWn notes would therefore discontinue their local or country
agencijs. I see no reason why they should do so, but, on the
cOntrary, I think they would probably look to extend their busi-
ness to the great producing class of the community, the agricul-
turists, who have hitherto been practically shut out from direct
banking facilities, and left to the tender mercies of private money
lenders, although I can say frorn an experience of thirty years
that there is no safer class in the community than the farmers of
Ontario to make moderate loans to.

MR. ROWLEY.-I know no reason why the introduction of
a SYstem of banking based on Government securities should
Cause the withdrawal by any of the banks of their country
branches or agencies.

MR. WILMOT.-Banks in England having no power to issue
nlotes, have their branches and local agencies, and I suppose, if
profitable, they would be continued in this country.

Messrs. Vezina, Woodside, Cartwright, Strathy, and Hague
agreed that such a requirernent would resuit in the closing of
Inany country bank agencies.

QUESTION I 2.-Do you consider that the provisions of the existing
bank charters offer sufficient guarantee in the public interest
as -regards circulation and deposits. If not, state in what
respect you would suggest amendments.

MR. PATON.-The existing charters do not, in my opinion,
Provide sufficient guarantee to the public for deposits and circu-
lation. With regard to the latter I have suggested, in reply to
Question 3, that it be guaranteed by Government securities,and by a moderate specie reserve, to provide for its partial
redemption without resorting to the sale of debentures.

With regard to deposits I consider that a bank should berequired to hold one-third of its demand deposits in gold, and
at least one-sixth of its special deposits. If the special deposits
are large in comparison with the discounts, an additional reserve
8hould be maintained in New York or London, to provide for
heavy withdrawals, without inconveniently curtailing discounts.
Should a bank, from want of agencies in these cities, be unable
Profitabîy to employ a reserve fund, it might be invested in
Government debentures.

I must, however, observe that beyond requiring the banks
to keep a certain reserve against their special and ordinary
deposits, and by flot granting charters to banks with small
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capitals, I do not consider that it would be practicable to intro-
duce into the bank charters any provision or amendment for the
protection of their depositors. A large capital, good manage-
ment, and adherence to sound principles of banking, afford
greater security than the most stringent legislation, or the most
carefully devised systems. Under every existing system banks
have failed, and it has generally been found that this has been
caused by mismanagement, and a departure from the ordinary
rules of banking.

MR. ALLAN.-The satisfactory manner, and almost perfect
security, with which the great majority of the banks have been
managed, no loss to depositors or bill-holders having ever taken
place, except in one possible instance, shows that the existing
bank charters offer sufficient guarantee to the public on these
points.

MR. STEPHEN.-I am clearly of the opinion that the exist-
ing bank charters do not give sufficient security to the public as
regards their circulation. The speculative character that all
commercial transactions have now currently assumed at the
present day, so widely different from the past, on which our
banks mainly depend-the relaxation of our laws for the collec-
tion of debts, all point to the great necessity of securing the
bank circulation by a pledge or deposit of Government deben-
tures, and I believe the people of Canada will ultimately accept
of nothing else.

I am of opinion that the present bank charters, with the
double liability clause, afford sufficient protection to the deposi-
tors, who, as a class, generally live in the immediate vicinity of
the banks, and are engaged in trade, and are supposed to have
ready means of informing themselves relative to the safety of
any bank they intend using as a depository of their funds.

MR. STEVENSON.-I consider that a certain proportion of
specie to deposits and to circulation should be held, and that
the amount which each bank may issue, should not exceed the
capital and the amount of specie it may have in possession after
reserving a proper proportion in relation to the amount of
deposits, and that the circulation should be a first charge on the
assets of the bank. Had circulation been a first charge in the
case of the Bank of Upper Canada, even then no loss would
have been entailed on the holders of notes.

MR. CARTWRIGHT.-I think it would be expedient in future
to give note holders a prior lien on all assets belonging to a
bank.

Asto depositors, I think the larger ones can take care Of
themselves, while the Government savings' banks afford all
necessary facilities for the smaller.
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MR. STRATHY.-If the present charters were amended as.
Sug9gested in my answer to Question 3 1 think the jnterests of
bill..holders and depositors would be safely secured.

MR. HAGUE-.-The charters of the banks, in my judgmeflt,
rInay be amended in several particulars so as to gîve greater
8eCuritY to the creditors, while preserving at the same time tq
the country the advantage arising from the full development of
legiti1nate banking resources, both of credit and of capital.

The first of these amendments would be to fix a minimum
anrlount on which a bank shall be chartered, and to limit the
lIuber of branches in proportion to paid-up capital.

The second, to provide that no institution shall commence
OPerations untîl a certain proportion of its capital is paid-up,
and actuaîîy held in specie, the fact to be certified by a Govern-
ITient officer.

The third, would be to introduce such provisions as would
Mrake the double liability of stockholders available in case of
Ileed, within a reasonable period.

The fourth, to require such statements of accounts as woulà
check 'iegitimate operations.

The fifth, to prohibit any but moderate dividends being
Paid until a reserve fund was accumulated ; and to provide that
SUIch reserve shaîl be again made up if impaired by losses.

*The sixth, to require a certain proportion of dernand lia-
bihities to be held in specie.

Th eett ii h muto iclto to paid-up

r'hOîl be covered by specie ini hand over and above the amount
required to fulfili the previous recommendation.

1 further observe that I would by no means consent to the
Incorporatio of ail the above named restrictions in charters.
which required circulating notes to be covered by Government

-eurities.

fatr MR. WILMOT.-I have already given my opinion, that so,
as the circulation is concerned, they do not give sufficient

security ; depositors mnust be the sole judges of where they
Place their money. I have no other suggestions to make.

Messrs. Rae, Vezina, Woodside and Killam answered in
the affirmative.

101
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QUESTION 13.-Are you of opinion that the Provision of making
shareholders hiable for double the amount of their stock is a
necessary one ; and are there any, and what difficulties in the
way of its being practically enforced? What would, in your
opinion, be the ebrect of introducing the principle of unlirnitei
lia bility ?

MR. PATON.-The double liability of shareholders which
iS so difficuit to enforce, and if enforced, would in many in-
stances be oppressive, might, I think, be dispensed with, were
the bank issues secured by Government debentures, and by a
moderate specie reserve. Noteholders may be deemed involun-
tary creditors of a bank, and should, therefore, be fully pro-
tected; depositors are voluntary creditors, and it is only reason-
able to suppose that they are capable of looking after their own
interests, by inquiring into the management and resources of a
bank, before intrusting it with their money. If the principle of
unlimited liability were introduced, I believe that ail the banks
in the Dominion would be wound up, as I do flot think that
responsible shareholders could be found in this country, willing
to incur unlimited liability.

MR. ALLAN.--I think the double Iiability clause in the
bank charters is unjust and unnecessary, and should flot be
continued. It could only be enforced against a few, and is
therefore oppressive. The introduction of unlimited liability
would irnmediately reduce the value of bank stock, cause great
numbers to sell out, particularly of the more wealthy class, and
greatly increase the rate of discount.

MR. STEPHEN.-I arn of opinion that the double liability
clause should be retained if the present bank charters are ti be
renewed. Under the National banking law of the United
States the double liability clause is wholly unnecessary, and
would be an impediment.

MR. RAE.-The present double liability system would be
useful if it could be enforced equally against ahl stockholders,
but in the cases of foreign residents this is almost impossible,
and therefore it should cease to be the rule.

MR. STEVENSON.-I would not recommend the introduc-
tion of the principle of unlimited liability; but I would recoin-
mend the introduction of a provision, that in case of default or
failure, creditors should by law be competent to dlaim upon
shareholders after six rnonths have expired.

MR. -WÔODSID.-I think that the provision of making
shareholders liable for double the amount of their stock is not a
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necessary one, as most of the baniks are prohibited from paying
oliVidends out of capital, and so long as capital is intact the
Public can suifer no loss.

MR. CARTWRIGHT.-I doubt if this provision affords any
real security to the public. It seems very questionable if te-
Course can be had to the shareholders till all the assets of the
batik are finally exhausted, a process usually extending over
Several years, by which tirne the original creditors have, in inost
cases, parted with their property to speculators of various kinds.

MR. Hop.-Shareholders in baniks of deposit should only
be hiable for the amount of their subscribed capitals.

MR. HAGUE.-I consider the double liability clause of such
Practical value, as to be deserving of special enactments to
give it effect. There are no difficulties in the way of its en-
forcement, provided that clauses with that end in view are in-
Serted in the banik charters. In case of the insolvency of a
chartered banik, its affairs should pass into the hands of a
Gloverniment officer whose duty it would be at once to notify al
the stockholders of their responsibility; and be empowered,
after a specified time, to make calîs upon them in the same way
as is done in Great Britain under siniilar circumstances.

Messrs. Stevenson, Vezina, Strathy, jack, Killam and Wil-
1nOt agreed that the double liability of shareholders was a desir-
able provision.

Q URST'IQN i 4 .- What, in your opinion, is the minimum of capi-

eal on which a bank should be chartered; what its maxi-
mlum ; and can you point out any features in any existing

charters, whether of the late Province of Canada, or of the

Provinces of Nova Scotia or New Brunswick, which are

either too restricted or too unguarded ?

MR. PATON.-TIIe minimum capital ought to be $ 1,000,000,

and the maximum $6,oo0,000.
MR. ALLAN.-The minimum capital of a chartered batik

Should be $ 1,000,000, and the maximum $8,ooo,ooo, in the
Present circumstances of the Dominion.

MR. STEPHENs.-III granting batik charters for the Do-
ftiion, I am of opinion tbat $ 100,000 should be the lowest,
,and $2,0,ooo the bighest amount of capital allowed to any

8Single batik. These wholesome limits I believe would be the
best for the purpose of diffusing banking facilities tbroughout
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every portion of the Dominion of Canada, wherever capital is
most needed for the advancement of the national interests of the
country.

I have most carefully examined the charter of the Bank of
Montreal, which 1 suppose to be nearly the same as the charters
of the other banks of the late Province of Canada, and I can
see nothing of moment that could be changed for the better,
except substituting the American system in its place.

MR. RAB.-$I,ooo,ooo as the minimum, and 6,ooo,ooo as
the maximum.

MR. STEVENSON.-$ I,000,000 minimum. I would establish
no limit as to the maximum.

MR. 'VEZINA.-Not less than $I,ooo,000, and not more than
$ 4,000,000.

MR. WOODSÎDE.-$,000,Ooo is, in my opinion, the mini-
mum of capital on which a bank should be chartered, and
$ 5,000,000 to $6,ooo,ooo a maximum. It is better to have a
few large banks than many small ones.

MR. CARTWRIGHT.--This is a difficuit question to answer.
Practically, as business is at present carried on in Ontario, i.e.,
with an unlimited number of agencies scattered over a wide
expanse of country, I think $i,ooo,ooo the minimum on
which a bank should be chartered, but I am by no means pre.
pared to say that this rule should hold in other provinces or
even in Ontario under differa-nt conditions. There are, how-
ever, serious objections to allowing small banks the right of
issuing notes, and I think it very doubtful if any bank should
be permitted to exercise this privilege till it possessed a million
of actually paid-up capital.

I see no good reason for fixing a maximum beyond which
a bank shaîl not be permitted to increase its capital. I am con-
vinced that this matter may be safely left to regulate itself, and
further, that if the commerce of this country goes on increasing
in the same ratio as heretofore, it will necessarily require larger
and wealthier banks than heretofore.

I think the limitations as to the total indebtedness which
banks may contract of doubtful policy, but am not aware that
any practical inconvenience has arisen therefrom.

MR. HoPE.-No new bank of deposit should be chartered
with a less capital than $i,ooo,ooo, nor more probably than
$5,ooo,ooQ, and should not go into operation before ten per
cent. of the chartered capital was paid up.
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MR. STRATHY.-I think that no bank should be chartered
Wlith a capital less than $i,ooo,ooo. I do flot consider it neces-
sary to place any limit to the maximum.

MR. HAGU.-I believe the systema of central banks with
large capital, having branches in the smaller towns, to be of
greater advantage to the community, than one of small banks
diffused over the country, each with its separate capital and

Management. Experience, both on this continent and in

Europe, shows that the former has several particular advan-
tages:

ISt. In respect to capital-
With the same amount of capital, much greater results can

be attained. Economy in the use of capital is the very essence

9f mnodemn banking practice, and, without it, it would have been

'impossible for commerce to have attained to its present develop-
Ment.

2nd. In respect to management-
Other things being equal, the system of large banks requires

aIid will develop a better style of management, and consequently
result in greater safety to creditors and stockholders. 1 believe,

therefore, that a capital of $ 1,000,o00 is the minimum on which

a bank should be chartered, and of this, not less than $200,000

Should be actually paid up at the commencement. With respect

to a maximum, I believe that so far as the requirements of com-
rnerce and general business in Canada are concerned, every
Iieed would be satisfied by a limitation to $4,ooo,ooo. Consider-
Iflg the amount of realized capital and afflua1 business of Eng-

'and, France and America respectively, a bank in Canada, with

$4,0oooo of capital, would have far more in proportion than
either the Bank of England, the Bank of France, or any bank in

the United States.
A bank with too large a capital, if Canada, is apt to extend

its Operations into foreign countries, in a manner which is not

cofltemnplated by its charter. It is to be observed further, that

an institution with too large a capital is apt to acquire a position

and Power which is inimnical to the public good.

With respect to existing charters, 1 have already pointed
ODut features which are susceptible of amendment. It would be
desirable, in any new legislation on the subject, to increase the
qualification of directors, and to limit the amount of their dis-

COUnit accommodation to the amount of their paid-up stock in
the market. I think also that a reduction of capital should be
Prohibited.

MR. ROWLEY.-A maximum or minimum capital for banks
Could not in all cases be fixed alike. As a general rule, perhaps,
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it would be as well to require that every banik applying in future
for a charter should have a subscribed capital of flot Iess than
$ 200,000.

MR. WILMOT.-Under a free banking system, each locality
could regulate its banking capital by the securities it could
offer; but under the existing system, the experience in New
Brunswick is that the banks of small capital go the wall when
the foreign exchanges are adverse to the province, or a panic
seizes the holders of bank notes.

MR. LEWIN.-I do flot think any banik should be chartered
with a paid-up capital less than $500,ooo, and a larger sum is
desirable.

QUESTION 16.-Would it be desirable, if the present systemn of
independent banks is continued, to limit the number of
branches and agencies in proportion to paid-up capital ?

MR. PATON.-It would be very desirable to limit the num-
ber of branches and agencies in proportion to paid.up capital,
if the present system of independent banks is continued.

MR. ALLAN.-The necessity of providing capital for the
management of its branches and agencies, will always form a
sufficient restriction on baniks, to limit the number of branches
they may establish.

MR. STEPHEN.-I would under no circumstances allow any
bank in the Dominion to establish any branches or agencies
other than for exchange and collection, and even this should be
done reciprocally through the agency of other banks. The prin-
ciple, in my opinion, is bad in every respect. In the first place,
it is unsafe and hazardous to the banik establishing such
branches or agencies, frequently under a single person of lim-
ited experience in the place, controlling for banking purposes
capital wbich ought to be owned by, and be under the manage.
ment of, a local or a district bank-board of resident directors, if
the safety of banik capital and the general interest of the whole
Dominion is to be considered. Besides, these branch banks or
agencies are monopolizing a privilege that honestly and right-
fully belongs to the several districts of the country, and also
prove a competing obstacle to the establishment of local banks,
with resident proprietorship and direction.

MR. RAE.-No; because one system of management may
prefer a liuiited number of large branches, whilst another systern
may prefer a greater number of small agencies.
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MR. STEVENSON.-I arn of opinion that the numfber of
branches and agencies should be limited, in the case of banks
having a small paid-up capital. A bank with âne million of
capital should flot have more than four agencies.

MR. WOODSIDE.-If the present system of independent
banks be continued, the number of branches or agencies which
each may open can safely be left to the directors. It is not
desirable that the Legisiature should interfere more than is
necessary.

MR. CARTWRIGHT.-No doubt this ought and would be
doue, under a proper system of management, but it hardly
appears to be a proper subject for legislative interference. I
think any fixed value in such cases would do harra.

MR. STRATHY.-I think it would be desirable to do so.

MR. HAGUE.-Considering the great difficulty of managing
the loans and discounts of an institution where such boans are
Muade at many points, I arn of opinion that it would be desirable
for such a limitation to be imposed. In the loans and discounts
Of a bank, and in these alone, with very rare exceptions, are to
be found the causes of success or faîlure. When a bank has
branches (and I have already pointed out their advantage under
Proper management), nothing but constant attention from the
Centre to all points can ensure that operations will be sound and
legitimate. The ensuring of such vigilant control is (other
things being equal) a matter of payment to officers, and of the
ability of a large or small institution to afford it. It is a mat-
ter Which directly depends on the amount of capital, and I would,
therefore, be in favor of estabhishing a proportion between the
flUImber of branches and paid-up capital.

MR. ROWLEY.-The number of branches or agencies to be
established by any bank would depend upon their means and
resources. This does not appear to be a branch of banking that
requires legislative regulation; it regulates itself.

MR. WILMOT.-It would be difficult for Parliament to inter-
ferle in this matter, without being charged with giving encourage-
ruent to monopolies.
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QUESTION 17 .- What ainount should a batik be allowed to issue
of circulatiou, in proportion to its capital ? Ought there, in
your opinion, to be any restriction as to deposits ? What Pro-
portion of specie and bullion to circulation, and what, if any,
to deposits, should a bank be obliged to hold in its vaults,
and what limitations wouldyou impose as to the denomina-
tion of the circulating notes ? Do you consider the system
existing in Nova Scotia, under which Private associations or
co.partnerships issue notes for circulation, a sound one or
the reverse?

MR. PATON.-A bank circulation should be restricted to
the amount of its paîd-up capital, and its deposits to double
that amount, unless the surplus is secured by a gold reserve,
equalizing the excess. The proportion of specie to circulation,
if the notes are secured by Government debentures, should be
one-fifth, if flot one-third. The special deposits requiring
notice of withdrawal should be in the proportion of one-sixth,
and current accounts payable on demand, of one-third. The
denomination of notes should flot be lower than one dollar. I
consider the system of private associations issuing notes, as in
Nova Scotia, to be very unsound.

MR. ALLAN.-The circulation of a bank should neyer exceed
its paid-up capital. The present denominations of notes are
quite suited to the wants of the country, Any restriction in
deposits would injure the public as well as the banks. In
England they form the chief basis on which they transact their
business, as they amount sometirnes to 2o or 30 times the
paid-up capital of the bank.

MR. STEPHENs.-A bank under the present system of bank-
ing in Quebec and Ontario may be allowed to issue one hundred
and fifty thousand dollars of circulation to one hundred thousand
of actual paid-up capital with safety, and a similar ratio of cir-
culation upon larger amouints of capital. I know of no restric-
tions by law that are necessary in regard to the amount of
ieposits.

MR. RAE.-A bank should be allowed to issue an amount
of circulation equal to its capital and Government securities on
hand. No other restriction as to deposits than that now exist-
ing, which provides that the total liabilities shaîl not exceed
three times the amount of capital actually paid-up.

MR. STEVENSON.-Th-e circulation should be limiited to the
capital and specie on hand, after deducting from the specie one-
fifth for deposits. 1 think the time is distant when it will be
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considered necessary to impose any restriction as to deposits.
The increase of wealth appears to be steady, but very graduai.
The denominations of notes should flot be less than five
dollars.

MR. CARTWRIGHT.-If the circulation be fairly obtained,
and the natural resuit of the business of a bank, 1 can see no
fleed of any restriction, especially if the circulation be made a
first lien. It is possible, however, that some restriction may be
required to prevent undue forcing of notes into circulation.

1 think no restriction as to amount of deposits is required
ini practice, and that it is objectionable in theory.

A bank might, perhaps, be obliged to hold specie to some
extent as against its circulation, but 1 doubt the propriety of
laying down a rule as to its deposits. As a matter of prudence a
bank should generally have a reserve of specie, or its equivalent

lIn cash at cail in other banks, equal to almost one-third of its
circulation, and deposits payable on demand, or at very short
dates. 1 have flot considered the question of amount of indi.
Vidual notes sufficiently to speak wîth confidence upon it. The
existing systemn works well in Ontario, and 1 should be averse
to change it.

MR. STRATHY.-I see no necessity for any change in the
Present law under which banks are allowed to circulate to the
axnount of their paid-up capital stock, specie, and Government
debentures. There should be no limit to the amount of depos-
its, a due proportion of specie being maintaîned.

MR. HAGuE.-I do not regard the limitation of circulation
as of the essential importance which some theorists attribute to
't- It might, however. be desirable to limit the amount of cir-
culation in Canada to capital and government securities.
As tO restrictions on deposits I may observe, that as the
deposits in the banks of Canada are far smaller than if those of
Ilost other British colonies, and not to be compared in amount
WVith those of the banks of the agricultural districts of England
and Scotland, the question of their limitation is scarcely a
Practical one. It may become practical if the day ever
arrives for Canada to possess an enormous accumulation of
unernployed capital. If our deposits were $150'oooooo,
inistead of the very small sum at which they stand now, it
lllight be worthy of inquiry whether capital were large
eliough in proportion.

With regard to the retention of specie in proportion to
circulation and deposits, I am flot aware that the current notions
Or, the subject are founded on any principle. The practice of
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bankers of equal stability and strength varies so widely, that no
rule can be drawn from example. All experience shows that it
is a mere delusion to suppose that the retention of a specie
reserve has much to do with the real strength of a bank. An
insolvent institution may make a good show of specie for years
before its stoppage ; and what is still more to the point, may
have a very heavy reserve of specie or its equivalent on the very
eve of failure. Both these instances have happened in Canada
within the last few years.

It cannot be too often repeated that the real strength or
weakness of a bank is in its loans and discounts. As to his
specie reserve, a prudent banker will take care to retain at least
double the amount he is ever likely to be called upon for at any
one time, and in any circumstances. If his discounts rest on
legitimate business operations, and with such a reserve, nothing
that can happen will impair his safety.

With regard to circulating notes, I am not sure but that it
would be desirable to prohibit the issue of any denomination
under four dollars. The runs upon banks, which have occa-
sioned s.o much excitement at various times in Canada, have
been almost wholly confined to the holders of notes of less value
than four dollars, that is to the poor and ignorant portions of
the community.

MR. JACK.-In Nova Scotia the banks may issue notes to
double the amount of their capital. Practically they are unable
to issue anything like this amount. If they were restricted to
an amount equal to their capital paid up, it would be sufficient
for all that is required. I do not think there should be any
restriction as to deposits.

It does not seem to me advisable to permit the issue of
notes of a less denomination than $5.

MR. WILMOT.-I have already expressed the opinion that
no notes should be issued without the deposit of security,
and then the circulation would depend upon the amount of
capital. It is the duty of Parliament to provide that what
purports to be money should be unquestionably secured. I
see no reason why there should be any restriction with regard
to deposits, as every one has the right to judge where he
deposits his money.

MR. LEWIN.-A bank having a legitimate circulation
equal to its capital ought to have a profitable business, and
it is a matter for consideration whether it shoafld not be
restricted to that amount. I am not aware of any sufficient
reason for Testricting the amount of deposits a bank may
receive.



SELECT COMMITTRE ON BANKING AND CURRENCY I

With respect to the denomiiiation of circulating notes, a
bank should provide and issue notes of such denomination as
experience teaches the convenience of the public with whom
they transact business requires. 1 arn not aware of any reasons
which apply to this country for imposing limita.tions by charters.

QUESTION 18.-Do you consider the present provisions in the

Bank Charters of Ontario, Quebec, ýNova Scotia and New

Brunswick, in regard ta the direction and management and

the scale of voting by shareholders, adequate ? If not, sug-

gest such amendnients as, in your opinion, it would be advis-

able to adopt ?

MR. ALLAN.-The system of sliding scale voting and re-
stricting large shareholders from their legitimate influence in
the election of directors has tended to injure the banks, by
rendering powerless, and hence apathetic, those who had the
greatest interest in their good management. This threw the
Control of their affairs into the hands of those who suffered
littie or not at ail, whatever the resuit might be. Even in the
failures whicb have taken place, the public (i.e., the note-holders)
sustained no loss in one case, and probably none in the other.

iEvery share should have a vote, and powers of attorney or
proxies should be renewed each year.

MR. STE-PHENS.-In regard to the scale of voting, and the
direction and management of the banks of Ontario and Quebec,
1 see no necessity for any change or amendments that would be
an improvement.

MR. RA.-I think the scale of voting should be in pro-
Portion to the shareholder's interest, in other words, one vote
for every share.

MR. STFVENSON.-The present scale of voting has been
found to work well in the main.

MR. VEZINA.-I arn in favor of the scale of voting at pre-
sent established by the existing charters.

MR. WOODSIDE.-I consider that the provisions in the
bank charters of Ontario and Quebec are capable of improve-
ment. I would respectfully suggest that instead of the present
Sliding scale for voting for directors, that every stockholder
should have one vote for each share of stock owned by him on
Which ail calls have been paid.

III
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MR. CARTWRIGHT.-I think the old systemn of voting by a
diminishing scale in inverse ratio to the number of shares, was
open to grave objections, and I have reason to know that it
hampered the action of shareholders to a much more serions
extent than would appear at first sight. I would suggest that
each share be allowed a vote.

MR. STRATHY.-I see no necessity for any change in the
present charters, in respect to the directors, management, or
scale of voting.

MR. HAGUE.-As to shareholders, the equitable plan is for
the voting power to be commensurate with the stock. This can
only be secured by giving a vote to each share.

MR. LEWIN.-I have flot access to ail the charters referred
to. In my opinion each share should be entitled to one vote.



NOTES

WITH the article in this issue Prof. Shortt concludes the task

Which he set for himself, of clearing up that obscure period
in the history of currency and banking in Canada Ilbetween

the Conquest and the appearance of the first banks," the point

at which the thread is taken up by Dr. Breckenridge's work.

It will readily be understood that the preparation of this
series of articles involved a great deal of painstaking research,
and it is a matter of satisfaction that the one missing chapter

Which they constitute in the history of banking in Canada

should have corne to be so admirably written.

THE minutes of evidence of the Select Comrnittee on Bank-
ing and Currency of 1868 constitute a document of great

imrportance historically, and the Editing Cornittee have felt

Warranted in enlarging the present issue of the JOURNAL beyond
the usual dimensions in order to admit of its publication in an
abridged form. It lias todo with a period in which many of the

distinctive features of the present system of banking-some of
Which were then being proposed for the first time-were sub-

.jected to strong attack from several quarters ; and it reflects
Clearly the nature of a most notable struggle which took place

Over the lines on which the first general Bank Act should be
framed. It also indicates by what arguments the Government
were induced to frame legisiation on existing lines, and to whorn
the resuit is, in measure, to be attributed.

THE views expressed by Mr. Bertram in his article in this>
issue of the JOURNAL, are lent additional force by a perusal of
ailaddress read at the Imperial Institute,London, on 22nd March
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last, by Dr. Schlich, C.I.E., professor of forestry. He sub-
mitted statisties showing that the annual average imports of
timber into the several parts of the Empire during the years
i890-4 amounted to [19,134,000, while the exports averaged
[5,ii4,000, leaving the net imports into the Empire at the
enormous sumn of [14,021,000, an increase Of £2,293,000 in six
years, or a mean annual increase Of [382,167. The United
Kingdom was by far the greatest importing country within the
Empire, having taken tim ber to the amount of É17,595,000 Out
of the total Of [C19,135,ooo. During 1894 the timber imported
into Great Britain and Irelarid fromn British colonies and depen-
dencies was valued at [4,274,484, and fromn foreign countries at
[C14,149,055. By far the larger portion of the timber imported
into the United Kingdom came from Russia, Sweden, Norway,
Germany, France and the United States, Canada being the
only Britisb dependency whîch at ail equalled the export coun-
tries on the Baltic. Canada was estimated to contain 1,248,798
square miles of woodlands, but enormous tracts of that area
did not contain any useful timber, while the remainder was by
no means s0 well taken care of as it ought to be. Fires were
frequent and disastrous, and the quantity of timber thus lost
to the colony was calculated to be many times more than that
cut down and exported. Notwithstanding those drawbacks,
however, he believed that with proper management and careful
conservation of the forests, Canada might, at a moderate rela-
tive expenditure, supply the whole world for many years to
come. He advocated the creation of a forest department in
Great Britain, the careful conservation of existing and the cre-
ation of new forests by planting vacant lands, the establish-
ment of schools of forestry and model plantations for the guid-
ance of private owners, and Government grants in aid of those
objects.

IN a recent issue of the Yournal of the Institute of Bankers
of New South Wales, the following reference is made to the
subject of unprofltable banking accounts:

The-question of petty banking accounts bas again cropped
up, this time in the Sydney press. The correspondence there-
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On can hardly be said to have added fresh information to a mat-
ter which admits of no serious doubt. Every banker will feel
bimself compelled to admit that there exists some limit, how-
ever iii defined, below which banking becomes an absurdity.
Nor 15 it denied, by some at least, that in these colonies facili-
t'es have been accorded to many persons who flot only get a
Valuable convenience free of cost, but do so at a demonstrable
10ss to the bank. Take, for example, a case cited by a suburban
banker in the columns of the Sydney Morning Herald; an ac-
counit whose average yearly credit would not amount to more
than [C20. (We have direct evidence that there are very many
below that average). At 3 per cent. [20 would be worth 12S.
Per annum, and for this rnodest remuneration the bank bas to
Pay (or refuse), it may be one, two or three hundred cheques
every year, finding ail stationery, making i,ooo entries or so,
balancîng and the rest. Now, an account of this kind, and it is
a really respectable one in comparison with many others, means
flothing less than a positive loss. It is ail very well to urge that
Collateral advantages may exist, accounts of that nature can
teadily be sifted from. those we have in view. The upshot of
the whole matter is that in one of the most profitless eras of
colonial banking, the banks still sec fit to conduct a large mass
Of business which cou]d well support a mnoderate charge. We
are the more inclined to regret this attitude in the interests of
the bank-officers themselves.

These remarks apply with equal force to an enormous mass
of Petty accounts conducted by the banks in Canada. It is
8atisfactory to note that at a number of points in the province
Of Ontario the practice now prevails of makîng a small monthly
charge for operating petty accounts. It is, however, by no
rfleans general as yet, and to branch managers at points where
l'o action has been taken in the matter, the views of our Aus-
traiian contemporary, quoted above, are commended. It is a

sonewht crios fct hatinestimating the value of the service
aftorded by banks through the medium of the "lcurrent account,"
not only the public but many branch managers also, overlook
the Onerous nature of the responsibility devolving upon the
banks in connection with the endorsements of bills and cheques.



QUESTIONS ON POINTS 0F PRACTICAL
INTEREST

T HE Editing Committee are prepared to reply through this
column to enquiries of Associates or subscribers from

time to time on matters of law or banking practice, under the
advice of Counsel where the law is flot clearly established.

In order to make this service of additional value, the Coin-
mittee will reply direct by letter where an opinion is desired
promptly, iu which case stamp sbould be enclosed.

The questions received since the last issue of THE JOURNAL

are appended, together with the answers of the Committee:

Forged and Irregular Endorsements, etc.

QUESTION 76.-Sub-section 3 Of the amended section 24 of
the Bis of ExchangeAct says in effect that the drawer shall have
no riglit of action against drawee for the recovery back of the
amount s0 paid, or no defence to any dlaim made by the
drawee for the amounts so paid, as the case may be, unless lie
gives notice in writing of such forgery to the drawee within one
year after lie bas acquired notice of such forgery, etc.

(i) In the case of cheques on banks, who but the drawer
himself is to give him notice of sucli forgery, or to determine
tbe date on which lie acquired sucli notice ? Should not the
fact of his signing to the bank a receipt for lis cheques, and a
statement that lie finds bis account correct to a certain date,
oblige him to give notice within a year of that date to give hlmn
right of action against the bank to recover on a forged cheque
paid before tbat date ?

(2) If I send Robt. Waugh a notice by registered letter
tbat I bold bis note, if the note is a forgery is lie bound to notify
me of tbis fact within a year from tbe date of my notice in
order to escape liability on the note ? If the bill is drawn say
at tbree montbs date, it would be long overdue before he need
repudiate it.

ANswER.-<x) Tbe notice of forged endorsements referred
to iu the proviso to sec. 24 of the Bis of Exchange Act is
clearly tbe discovery by the drawer tbat it had been paid on a
forged endorsement. As to when he acquires this knowledge is
entirely a question of fact, wbich woiîld have to be proved in
the same way as any other question of fact, in tbe event of the
bank on wvhich lie made tbe dlaim resisting tbe same on the
ground tbat lie bad not given notice witbin the proper time.
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(2) Sec. 24 does not apply to the case described, where a
rnan receives notice that a note has been discounted bearing his
name, which he knows to be a forgery.

We do flot think it follows that the Act, in declaring that
110 dlaim shall exist after a vear, is intended to give a party the
right to sleep on his dlaim for that year, and thereby injure the
bànk's position, perhaps destroying its chance of getting back
the money. Ail that the proviso means probably is that notice
given a year after the discovery shall not avail. It leaves the
question of whether the notice given within a year is good or
flot to be deait with under the ordinary principles of law.

Warehouse Receipts, etc., Signed by Attorney

QUESTION 77.-(1) Do banks take warehouse receipts or
assignments under section 74 of the Bank Act, signed by
attor-ney ?

(2) If the goods were made away with, could the principal
be prosecuted criminally ?

AiNSWEi.-(î) We think it is the practice of banks to take
Warehiouse receipts or securities under section 74 given by the

customer's attorney, and that such practice is proper and
flecessary.

(2) The customer would be liable criminally for doing
'WaY with the goods, unless he was unaware of the fact

ththis attorney had given security to the bank. The attorney
WoDuld also be liable criminally if he personally should dispose

(2) How wiIl it affect banks re-discounting private bankers'
Paper ? Many private bankers take notes, say at 6 months,
With interest at io%.

(3) If a note representing a loan is drawn for a lump sum
representing the principal and interest at a higher rate than
6%/, without any mention of the rate on the face of the note,
Would the new law apply ?

ANSWER.-(i) The interest bill as passed provides in effect
that unless the rate per cent. per annum is expressed, interest
at 6% per annum only can be collected.

(2) The Act xviii apply to private bankers' paper held by
a bank if the terms of any note so heid brings it within the
Scope of the Act-that is, if a bank takes fromn a private banker
a note which bears a rate of interest per diern and not per
annum, it can only regard the note as a security bearing 6%
Per annum.
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(3) The note described may be, as between the makerand the lender, a note which includes interest, but so far asany other holder of the note is concerned, it is a bare promiseto pay the amount of the note at maturity, without any refer-ence to interest at ail, and would, in the the hands of a holder
in due course, constitute a valid dlaim for its face amount.The Act does flot interfere with contracts of this kind. If,for example, a man should seil a private banker a note of $100for $io, there is nothing to interfere with his right to dlaim the$ioo at maturity, and any subsequent holder, who acquired
the note in good faith before maturity, would be, if possible, in a
better position than the payee.

Renewal of a Note without Surrender of the Original

QUESTION 79.-John Smith and Henry Jones are promissors
on a note. At maturity a renewal note is taken bearing JohnSmith's signature only, the old note being retained, however,
uncancelled. John Smith fails before the renewal note matures.
Can Henry Jones be held on the original note ?

ANsWER.-Henry Jones could be sued for the debt, pro-vided no questions of principal and surety came in. If the twoparties to the original note were both principal debtors such anarrangement as you describe would flot discharge either of themn,
and even if the one whose namne was flot on the renewal note
was a surety his liability could be preserved by a suitable agree-ment. The law bearing on the matter is fully discussed in thecase of Dixon v. Gorman, reported on page 418 of vol. II I of
the JOURNAL.

Documnents Payable to Married Women in their Maiden Names

QUESTION 80.-(1) Mrs. Smith's maiden naine was Mary
J ones. She presents to a bank for payment a cheque payable
to Mary Jones. Has she authority to endorse IlMary
J ones."

Are there any legal points involved in this caseP
(2) If she holds mortgages must she have her naine on these

changed ?
ANSWER.-(i) A cheque given to a married woman, drawfl

payable iii her maiden namne, is clearly her property, and she
bas a right to endorse it in her maiden namne. It is customary
in such cases, to have the endorsement made in some such waY
as this

"Mary Jones, wife of John Smith.
Mary Smith."
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There are no legal points involved. The question is purely
One of identity.

(2) Mortgages taken in ber maiden namne are not affected
by ber marriage. There are different ways in which assign-
mnents and releases are drawn in such cases. She mîght, for
example, be described in the document as "lMary Smith, wife
"of John Smith, etc. etc., formerly known as Mary Jones, of
"the Town of -, Spinster." In this case, also, it is

rnerely a question of making the identity clear.

Cheque drawn o Il Order " altered to IlBearer " by Drawer aller
being marked good.

QUESTION 8î.-A cheque drawn payable to John Smith or
order is marked good by a bank, specially to pay a pressing
dlaim of John Smitb's. Subsequently it is altered by th-e

drawers-who are also the bolders-from Ilorder " to "lbearer,"
and casbed at an outside bank by the drawers, who used the
rnoney to satisfy what they considered a stili more pressing
dlaim tban that of John Smitb.

Can payment of the cheque be legally refused by the bank
Until endorsed by John Smithb?

ANSWER-The bank on wbich a cheque wbich bas been ma-
terially altered after being marked good, is drawn, would have
tbe right to refuse payment, not because of the want of any parti-
cular endorsement, but because it is an altered cheque, and
therefore void under sec. 63 Of the Bis of Exchange Act.

The usual question arising out of such circumstances as
You mention is wbether tbe bank is justified or safe in paying
the cheque. On the principle suggested in our reply to ques-
tiOfl 46, the answer to this would be that if the bank bad corne
Into privity with the payee of the cheque, by the cheque baving
Corne into bis bands after tbey had accepted it, tbey certainly
Could flot then pay it to anotber person witbout bis consent. If,
bowever, tbe cheque bas rernained in the bands of the drawer,
and bas neyer been delivered to tbe payee, any arrangement
between the bank and tbe drawer respecting tbe cheque would
be free from risk.

The Redemption of Canadian Bank Notes

QUESTION 82.-The answer to Question 75 in tbe Associ-
ation's JOURNAL for quarter ending June last, seems to imply
that Canadian bank notes are only payable in gold or legal
tender at the place of issue (usually the head office of tbe bank),
Wbereas, by section 55 of tbe Bank Act, is it not intended tbat
these shall be so payable at the several points tberein ?
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ANswER.-Question 75 in the July number of the JOURNAL
had reference only to the duty of the bank to pay its notes in
gold or legal tenders at the place of issue, and to avoid any mis-
understanding, the obligations of a bank as regards other
branches than those at which its bills are made payable were
discussed.

As far as section 55 is concerned, it is, of course, clear that
a bank must redeem or pay its bills in gold or legal tender notes
at its various redemption agencies. There is this distinction,
however, to be observed, that if a bank should not have
established such agencies, while it would have contravened the
law and become liable to the penalties imposed under the Act,
the absence of an agent to whom its notes could be presented
for payment, would scarcely constitute dishonour of the notes.

The full answer to another question : what obligations is a
bank under with regard to the payment or redemption of its
note issues? would be as follows :-A bank is bound to take
such notes in payment of debts at any of its offices ; it is bound
under penalties, to provide redemption agencies at certain points
named in the Act, and at such agencies to pay any notes pre-
sented in gold or legal tender ; and it is bound to pay in gold or
legal tenders all notes presented at the place at which they are
by their terms made payable. There are other obligations fol-
lowing on failure, etc., which need not be discussed.

Memoranda of Partial Payments endorsed on a Cheque

QUESTION 83 .- A. gives his cheque to B. in payment of a
debt, and B. endorses to C. The cheque is dishonored. A.,
later on, makes partial payments in respect of the debt repre-
sented by the cheque, the amounts so paid being noted by C. at
one end of the back of the cheque, but without any indication
as to who made the payments, thus:

JUly 2nd-Received $5 on cheque.
5th-Received $3 " c

C.
The bank afterwards pays the cheque to the holder, at its

face, ignoring or not observing the memoranda on the back.
Would the bank be liable to the drawer in respect of the

amount of A.'s debt thus overpaid ?
ANswER.-We think there was nothing in the circum-

stances to operate as a countermand of the express terms of the
cheque. The bank would have been justified in withholding
payment until the endorsment had been explained, and it would
have been wiser to have adopted such a course, but we think
they are entitled to charge the whole amount totheir customer's
account.
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NOTES

TH right of a party to assign a dlaim represented by a

Ilon-transfèrable deposit receipt-which he bas always been

Understood to have, altbough the document itself is flot negoti-

able in the ordinary sense,-has been affirmed in a recent case
before the Manitoba courts: In re Commercial Bank of Mani-

toba; Barkweli's Case.

The Rights of Co-sureties inter se.-An interesting point

respecting the rights of co-sureties among themselves arose

in the case of Whitfield v. Macdonald, and was thus disposed of
by the Supreme Court:-

IlIt cannot be successfully contended that in point of law
Onle of two co-sureties who bas in bis hands moneys of the princi-
Pal debtor, deposited with him for the express purpose of pay-
lng the creditor, cannot be compelled by the otber co-surety to
PaY such money to the creditor, or if the latter bas already
been paid by tbe surety seeking relief, then to pay over the
arnOunt to the latter."

Paynient by Cheque Sent Through the Mails.-The judg-
rnent in~ the case of Pennington v. Crossley, reported in our July

Iluxuber, bas been reversed by tbe Court of Appeal. The

decision of this Court, does not, however, affect in the slightest
degree tbe principles of law involved, which were somewbat

fuliY discussed in the editorial note at page 414. Tbe Court of

Appeal differed, however, from the Court below in the inference
to be drawn from the custom which bad existed between the

Parties, tbe Court of Appeal holding that the practice was flot

luch as to justify the inference that there had been a request on
the part of tbe creditors that the debtor should send themn a
cheque by mail.



122 JOURNAL OF THE CANADAN BANKERS' ASSOCIATION

Appropriation of payments.-In a recent case of Cory &
Co. v. the Hamidieh Steamship Co., an important finding has
been made by the House of Lords as to when a creditor has
the right to elect to which portion of his debtor's obligations a
payment shall be applied. The law in the matter is set out
with great clearness in the following extract from the judgment
of Lord Macnaghten:

" There can be no doubt what the law of England is on
this subject. When a debtor is making a payment to his
creditor he may appropriate the money as he pleases, and the
creditor must apply it accordingly. If the debtor does not
make any appropriation at the time when he makes the pay-
ment, the right of application devolves on the creditor. In
1816, when Clayton's case was decided, there seems to have
been authority for saying that the creditor was bound to make
his election at once according to the rule of the civil law, or,
at any rate, within a reasonable time, whatever that ex-
pression in such connection may be taken to mean. But it
has long been held, and is now quite settled, that the creditor
has the right of election 'up to the very last moment,' and
he is not bound to declare his election in express terms. He
may declare it by bringing an action, or in any other way
tbat makes his meaning and intention plain. Where the elec-
tion is with the creditor it is always his intention, expressed
or implied or presumed, and not any rigid rule of law, that
governs the application of the money. The presumed inten-
ion of the creditor may no doubt be gathered from a state-
ment of account or anything else which indicates an inten-
tion one way or the other, and is communicated to the debtor,
provided there are no circumstances pointing in an opposite
direction. But so long as the election rests with the creditor,
and he has not determined his choice, there is no room, as it
seems to me, for the application of rules of law such as the
rule of the civil law, reasonable as it is, that if the debts are
equal, the payment received is to be attributed to the debt
first contracted.

. "l' Clayton's case,' observed Baggallay, L.J., ' was decided
upon the principle that in the absence of any express inten-
tion to the contrary, or of special circumstances from which
such an intention could be implied, the appropriation of draw-
ings out to the payments in, as adopted in that case, repre-
sented what must be presumed to have been the intention of
the parties concerned ; and so viewed, the decision is quite
consistent with the like presumption being rebutted or modi-
fied in another case in which the circumstances were such as
to negat ve any intention to make such an appropriation of
the drawings out to the payments in.' "
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Knowledge o/ a bank afficer imputed ta the bank.-The judg-

nment of the Supreme Court of New South Wales in McMahon

V. Brewer et al. (reported in this number), imposing on a bank

responsibility for the act of its agent, who used his position as

trustee of an estate to commit a fraud in connection with

Inoneys on deposit with the bank, suggests that banks generally

inay be incurring very serious risks of which they know nothing.

In the case referred to, a trustee-to quote words used in

another court-" performed acts which would have been lawful

if they had been honest," and the bank was held bound to

rmake good a deposit withdrawn by the fraudulent trustee in bis

capacity of agent for the bank, being thereby debarred from

Setting up in its defence acts within bis apparent rights as a

trustee but which were not honest.

It is worthy of note, however, that in a recent case of a

somnewhat similar kind decided by the Supreme Court of Penn-

sYlvania (Ganster v. Scranton Illuminating, Heat & Power Ca.),

the reasoning and the conclusion of the court were both

On lunes differing from. those followed in McMahon v. Brewer.

The head note of the Amnerican case referred to reads:

IlWhiere a bank officer, who is also the treasurer of another
corporation, discounts notes of the corporation, the proceeds of

Which he applies to bis own use, bis, knowledge of the fraud is
flot imputed to the bank."

The facts here differ materially from the New South Wales

case, for the bank was under no obligation to protect the other
Corporation, while in McMahon v. Brewer the judgment largely

rests upon the duty of the bank not to pay any money on its

Customers' account except upon proper instructions and the

Consequent absence of any right to charge to the account pay-

nifents which were, within its agent's knowledge, improperly

Miade.
The following quotations fromn the judgment of the

Pennsyîvania Court indicate the reasoning on which it is based:

"The rule that knowledge or notice on the part of the

agent is to be treated as notice to the principal, is founded on
the duty of the agent to communicate ahl material information
to bis principal, and the presuimption that hie has done so. But
legal presumptions ought to be logical inferences fromn the
flatural and usual conduct of nien under the circumistances.
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But no agent wbo is acting in his own antagonistie interest, or
who is about to commit a fraud by which his principal will beaflected, does in fact inform the latter, and any conclusion drawn
from a presumption that he bas done so is contrary to ail experi-
ence of human nature.

IlIf it be urged, as in some cases, that the principal, baving
put the agent in bis place, shouid, as a matter of public poiicy,
be heid answerable for ail tbe latter does, a sound answer issuggested by the court in Allen v. Railroad Co., tbat an inde-
pendent fraud committed by an agent on bis own account is
beyond tbe scope of bis employment, and bears anaiogy to a
tort wilfully committed by a servant for bis own purposes, and
flot as a means of performing the business intrusted to him. by
bis master.

IlIn Wilson v. Bank it xvas said percuriam, 'The knowledge
of Wilicock as treasurer of the tool company cannot be imputed
to the banik of wbich he was cashier, unless he revealed that
knowledge to some one or more of its officers.'

"lThe decision does flot rest directiy on that ground, but
the expression shows that the views of tbe court were in harmony
witb those we now express. Even, therefore, if the present
case be made to turn on the question of knowiedge, it was
erroneousiy decided. But we do not regard knowiedge as the
pivotai point of the case. Upon tbat point both parties would
stand equai. Both migbt, by inere inference, be cbarged with
know]edge, as the fraud was committed by an agent with
authority to act for both; but in fact neither had, or in the
nature of tbings couid have, any knowiedge at all, and neither
was under any obligation to presumne that its agent would be
guiity of fraud. Tbe reai question is, in what capacity didJ essup commit the fraud? And it is clear it was as treasurer ofthe appeilee. It was as treasurer be presented the notes fordiscount, and as treasurer he drew the checks for the proceeds.
Both acts were witbin his authority as treasurer, and would
bave been iawful if they had been bonest, but he drew the
money on drafts which were the property of the company, and
when he embezzied the money it was the money of the company.
The bank had no part in bis act, and gained nothing by it.
The fraud bad its inception and its consummation in acts done
in bis capacity of treasurer of the defendant company, and it
shouid bear the ioss.-

The opinions expressed above as to the effect of knowledge
in sucb cases seem to us entitled to great weight, and we regard
it as doubtfui whetber on appeal to the Privy Council the New
South Waies judgment would be sustained.
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QL'EEN's BENcH DIVISION, ENGLAND

Wheeler v. Young*

Whether or flot a cheque bas been presented within a reasonable tinte of its

issue under sec 73 of the Bills of Exchange Act is a question for the jury.

This was an action brought by the plaintiff to recover fromn the
defendant [23 i2s. 2d. as a drawer of a cheque. The amnount

Was claimed, alternatively, as rent of a bouse.

The plaintiff was employed by Messrs. Millington & Co.,

'Wholesale statioflers, at 32, Budge-row, E.C. The defendant

Was tenant of a house belonging to the plaintiff at Weymnouth.

On Friday, March 26, the plaintiff received in London from the
defendant the cheque now sued on. It was in paymnent of the haif-

Year's rent due March 25, and was drawn on the Weymnouth

Old Bank. It was not crossed. The plaintiff resided at

Streatham and kept an account at the Streatham branch of the

Londonî and South-Western Bank. He crossed the cheque

8Pecially to this branch. He did not however, send it to the
bank on Friday, but kept it tili Saturday, 2.30 p.m., when he

Posted it in London to the Streatham branch. The cheque was
received at the Streatham branch on Monday and posted thence

to the head office in London, where it was received on Tuesday,

It Was presented for paymnent on Wednesday. On that day the

bank stopped paymrent and the cheque was dishonored. The

defence to the action was that the plaintiff had been guilty of

delay in presenting the cheque, which was the cause of its dis-

honour.

His Lordship left the case to the jury, directing them that
if they found that the cheque was presented within a reasonable
tilfle their verdict should be for the plaintiff, and, if otherwise,
for the defendant.

The jury found for the defendant and judgnient was given
accordingly.

*Times Law Reports.
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Q UEEN's BENCH DiviSION, ENGLAND

The Queensland National Bank Limited v. The Peninsular
and Oriental Steam Navigation Company*

Held, that there is an implied warranty in the case of the carrnage of specie
that the room in which it is stowed on board ship is so constructed as
ta be reasonably fit to resist thieves.

This was an action for damages for breach of duty in the
carniage of [5,000 in specie by sea.

The case came before the Court for the purpose of trying a
preliminary point of law. The plaintiffs, under a bill of lading,
shipped ten boxes, each containing 5,000 sovereigns, on board
the defendants' ship the Oceana, to be carried from, Port
Jackson to Lloyds Bank in London. During the voyage one
of the boxes was broken into and the money stolen. The pre-
liminary question for the Court was whether there was an
implied warranty under the bill of lading that the room in
which the bullion was stowed was s0 constructed as to be
reasonably fit to resist thieves. It was assumed for the pur-
poses of the argument that the bullion roomn was defective. It
was contended on behaif of the plaintiffs that the implied war-
ranty of seaworthiness included, in the case of specie, that
the vessel should be fit for the carniage of specie, havîng regard
to the particular danger to which specie was liable-viz., the
danger fromn thieves. On behaif of the defendants it was con-
tended that there was no obligation on them to have the bullion
room, or to place specie in the bullion-room. Ail they were
bound to do was to use a reasonable amount of care.

Mr. justice Mathew, in giving judgment for the plaintiffs
on the preliminary point of law, said that he assumed that there
was on the ship a room called the bullion-room; that the
bullion was shipped with the knowledge that there was such a
room ; and that the room was defective. That beîng so, the
question was whether there was included in the ordinary war-
ranty the obligation that the room should be capable of resisting
thieves, the ordinary warranty being that the ship should be fit
to carry the cargo safely to its destination. He was satisfied
that there was such an obligation.

*Times Law Reports.
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SUPREME COURT 0F NEw SOUTH WALES*

McMahon v. Brewer and Others,
The agent of a batik, being in bis personal capacity one of two trustees of an

estate, by, fraud obtained his co-trustee's signature to an order upon the
bank fr the paymnent of monuy at credit of the trustees' account. This
order was cashed by the agent of the bank hjinself, in the absence of the
teller, and the proceeds inisappropriated.

neld, that the knowledge of the agent that the cheque was flot the joint
cheque of the trustees must be taken as the knowledge of the banik, and
that therefore the bank was hiable to the estate for the amnount of the
order in question.

A statement of the facts of this case is embraced in the fol-
1OWing judgment delivered by the Chief Justice:

This was an appeal by the Bank of New South Wales, one
0f the defendants, against the decision of Mr. justice Manning,
WhO held the bank fiable to account to the plaintiff for the suru
of £552 z os., being the amount «of a cheque purporting to be
drawn by the trustees of the estate of one Thomas Gregan, and
Wvhich the plaintiff as one of the beneficiaries of that estate,
COntended was improperly paid by the bank. The facts neces-
sary for the present matter may be shortly stated as follows-
Ildward Brewer and Anne Gregan, two of the defendants, were
tfllstees of Thomas Gregan's estate, and, as such trustees, had
2a fixed deposit in the Bank of New South Wales for the sum
of £xocoo. Brewer was at the saine time manager of the
brancb of the bank at Waverley, where the fxxed deposit was
Payable. When this deposit fell due Brewer obtained his co-
trustee's signature to the deposit receipt upon the representation
that this suin was to be replaced upon fixed deposit. He then
8lgned bis ow naine, and wrote above the naines IlPlease re-
"' £Soo and pass £'500 to the credit of current account." In
Po*int Of fact a current account had been previously opened at
tis branch in the names of the trustees for a special purpose,
Which had been satisfied. However, the [500 together with the
inlterest due, was passed to the credit of this current accounit.
hs c0trusteer upon some false representation, obtained

then W-thute (Anne Gregan) signature to a blank chelque,
thenwitouther consent or knowledge filled it up for £552 I05.,

Signed it himself, and in the absence of the teller cashed it, and
aPPlied the proceeds to his own use. The question now arises
whether under these circumstances the Bank of New South
Wales is liable to the trust estate for this amount of [552 z os.?
lu other words whether that amount mnust flot stili be considered
as standing to the credit of the trust in the bank ? It is quite

Yournai of the Institute of Bankers of N.S. W.
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clear that if Brewer had forged the namne, Anne Gregan, to the
cheque, and the bank had paid the cheque, the bank would re-
main liable. It is said, however, that inasmucb as the signa-
ture was was flot forged, and although this cheque flot having
been autborised by Anne Gregan, rnay be a forgery as regards
ber, nevertheless cannot be considered a forgery so as to
make the bank hiable, and the case of Young v. G rote
(which on this point is flot affected by the case of Scholfield v.
the Earl of Londesborough), is relied upon. It seerns to me
that a consideration of the true relationship between the parties
will solve the question witbout much difficulty. Brewer and Anne
Gregan, were as trustees, customers of the bank, and as suçh
customers there stood to their credit a sum of [552 105. and
upwards. True, Anne Gregan was flot aware of this credit.
It had, in fact, been brought about by a ftaud practised upon
her by Brewer; but there it was, and once there the relation-
ship of bank and customer sprang up, which is a relation of
debtor and creditor, with the superadded obligation on the part
of the bank to honour the customer's cheque to the extent of
the customer's balance. There must also, in my opinion, be an
implied, if flot express, obligation on the part of the bank that
none of the officers of the bank, who by the bank are placed ini
a position to pay the customer*s cheque, wull pay a cheque
which the officer knows is not the cheque of the customer, and
this whetber the signature is in fact that of the customer or not.
It 15 obvious that Brewer in paying the cheque for [552 I05.,
was acting in his capacity as an officer of the bank, and he
knew, no matter how that knowledge was acquired that he was
paying a cheque wbich was not the joint cheque of Anne
Gregan and bimself. If I arn right, then, in assuming that part
of a banker's obligation to bis customers is that none of bis
officers will pay a cheque wbich be knows is not tbe cheque of
the customer, then it is obvious that in this case tbe Bank of
New South Wales bas not fulfilled its contract as bankers, and
must be considered as stili bolding tbis surn of money to the
credit of the trust account. It is said that tbe initiation of the
fraud perpetrated by Brewer was in placing the endorsement,
to which I bave referred, upon the deposit receipt, and this he
did as trustee and not as a bank official. This is true ; but tbis
part of the fraud did not remove the money from the bank; it
merely had the effect of placing it to the credit of the trust ac-
counit, where it still remained in the bank, ready to be paid
over upon the real cheque of the trustees. It was the honouring,
by Brewer as a banik officiai, a cheque whicb was, to bis know-
ledge, flot the cheque of the trustees which bas caused the loss.
It bas lbeen argued that before the bank can be beld hiable the
knowledge whicb Brewer possessed rnust be imparted to the
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bank. I do flot think so. 1 do flot think that the doctrine of
nlotice or knowledge enters into the consideration of this case.
The principle upon which 1 form my judgment is that the bank
bas flot fulfilled that part of its obligation to its customer,
W1ýhich I hold to be an incident in their relationship. It seems
to me impossible to contend that it is any answer for a bank,
w9ýhen its customer demands money which, so far as he is con-
cerned, ought to be to his credit, to say, ",Oh ! one of our offi-
cers, with full knowledge that the document was flot ini fact
Your cheque, though it bore your signature, paid it, and thus
discharged our liability to you." 1 am therefore of opinion,
although flot for the same reasons which operated upon Mr.
Justice Mannîng's mind, that the decree appealed against is
correct, and accordinglythis appeal must be dismissedwith costs.
Trhis is also the judgment of Mr. justice Owen.

Mr. justice Stephen dissented, and in the course of his
judgmnent said that he felt unable to hold that a contract existed
between the bank and its customer in the general terrms ex-
Pressed by their Honours; or at all events if it did, that it had
any applicability to the peculiar circumstances of this case.

Appeal dismissed, with costs.



UNREVISED FOREIGN TRADE RETURNS, CANADA

(000 omitted)

IMPORTS

Year ending 80th 7/une-
1 896

Free ........................ $38,112
Dutiable ....................... 67,250

$105.362
Bulon and Coin ................. 5,225 $110,587

EXPORTS

Year ending 30th Yfune-
Products of the mine ........... $ 8,067

Fisheries ......... 11,170
Forest .......... 27,080

Animais and their produce .......-- 36,588
Agricultural produce ............. 14,105
Manufactures ................... 9,206
Miscellaneous .................... 190

$îo6, 409
Bullion and Coin ................ 4,695 $118,140

SUMMARY (in dollars)
For the year ending _7une-

1896
Total imports other than bullion and coin. . $ 05,362,000
Total exports other than bullion and coin.. 106,4o9,000

Excess of exports................ ...... $,47,000
Net imports bullion and coin...............530,000

IMPORTS

Month of 7fuiy-
Free ........................ $ 3,621
Dutiable........................5,375

$ 8,996
Bullion and Coin ................. 1,273

Month of August-
1896

Free ........................ $ 3,633
Dutiable........................ 6,374

$10,007

Bulon and Coin................. 1,077

Total for two months ..........

1897

$40,473
66,242

$106,715
4,665 $1'1,380

$11,311I
10,365
31,319
39,159
18jîoi
9,420

155

$î 19,833
3,478 $123,311

1897

$106.715 000
119,833,000

$13,118,000
1,187,000

$ 9,386

$11.546

$ 20,932

$ 3,724
5,332

$ 9,ô56
$ 10,270 330

$11,084

$ 21,354

1897

$ 4,610
5,890

$10,500
i,046



UNREVISED TRADE RETURNS, CANADA

EXPORTS

Month of Yuly-
Products of the mine ........... $ 747

Fisheries .......... 945
Forest ............ 4,327

Anmais and their produce ......... 3MOI
Agricultural produce .............. 875
Manufactures .................... 731
Miscellaneous ..................... 2

$10,941
Bullion and Coin........... ...... 86o

A<onth of August-

Products of the mine ........... $ 823
Fisheries .......... 709
Forest ............ 3-916

Animais and their produce ......... 4,072
Agricultural produce .............. 769
Manufactures .................... 798
Miscellaneous .................... 16

$11 105

Bullion and Coin ................ 1:185

$ 1,049
903

5,696
4,913
2,267

919
5

$15,752
$11,Soî 23

$12,290

$24,091

SUMMARY (in dollars)

POt tzuo months, Yuly and August- 18g6

Total imports other than bullion and coin.. $19,003,000
T£otal exports .. 22,046,oo0

Excess of exports .................... $3043-000
N4et imports of bullion and coin............. 305,000

$ 1,263
807

4,003
4,267
1,363

793

$12,5o8
45

$15,775

$12,553

$28,328

1897

$19,556,-o
28,260,000

$8,704,000
1,308,000
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