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The Speaker took the chair at three o'clock.

After routine,
DOMINION NOTES-RESUMED DEBATE.

Hon. Mr. Campbell would say a few words
in reply to the remarks which had been so
ably made by the hon. member who took
objection to the second reading of the bill. He
did not know that he was right in saying his
hon. friend took objection to the second read-
ing, but he desired to lay before the House
views which differed from those to which the
bill gave expression. The arguments which he
used may have a great effect upon the minds
of many of the hon. members, but he (Mr.
Campbell) thought that his hon. friend ap-
peared to confine his attention not so much to
what was for the interest of the public, or for
the interest to the bill-holders, but to the
stand point upon which bankers look upon the
proposition. The bill was not of a compulsory
nature for it did not make it imperative upon
bankers to give up their circulation, and take
notes of the Dominion, but it only gives them
permission to do so. He apprehended great
confidence would be felt in this Dominion
currency by the public, and though it might
not meet the views of some bankers it would
meet the views of others. It will afford great
safety to the public, which will more than
counterbalance any inconvenience which
might be supposed by some to result from its
operation. It gives the banks of Nova Scotia
and New Brunswick an opportunity of avail-
ing themselves of the same privileges which
have been given to Canada proper, and of
which one bank in Canada has availed itself.
The objection made by his hon. friend (Mr.
Macpherson) to the fact that there are two
distinct kinds of bills in circulation, was al-
most answered by another part of his argu-
ment. He objected to having the whole circu-
lation of the country in the shape of Gov-
ernment notes, and when he (Mr. Campbell>
said there was strength in union, he replied,
"Perhaps not; it was better to have several
arrows in the quiver, as one perhaps would be
sure if the others failed." The very same view
would induce one to believe there was safety
in having several kinds of circulation. The
Government circulation was certainly safe,
and his hon. friend was satisfied the circula-
tion of the banks was safe. His hon. friend

intimated that when the bill went into
Committee of the Whole, he would move that
certain changes should be made in the forn of
return which banks are required to give. He
would not now discuss that matter, as he
would have an opportunity of doing it more
fully when the bill went before the Com-
mittee. He would deprecate any change being
made. He said the House knew that the
charters of all the banks expired in 1870, and
that legislation to affect the whole Dominion
must take place upon that subject during the
next Session of Parliament. A series of ques-
tions have been framed, and sent not only to
bankers, but to others engaged in trade, hav-
ing for their object to elicit the fullest possible
information in connection with banking, in
order that the Government and Legislature
may be in a position to deal with this subject,
which required great care and delicacy, and
for which the House and country naturally
hold the Government responsible. When we
know that legislation of this kind is pending
to affect the whole Dominion, and which
measure is to be introduced upon the
responsibility of the Government, having for
its precursor the investigation that is now
going on, would it be desirable or proper at
the suggestion of a private member, that a
change should be made in the character of the
returns, which cannot possibly affect banks
for more than a few months, and might affect
some of them very injuriously during that
time. Therefore, he trusted that his hon.
friend (Mr. Macpherson), for whose knowl-
edge he had the highest esteem, would not
press the suggestion of which he had given
notice, to adopt another form of returns for
the form now in use. He hoped he would
allow the bill to be read without further
pressing his objections to it, as the Legisla-
ture would soon have to deal with the subject
in all its parts, including the form of returns
to be made by the banks.

Hon. Mr. Bureau (in French) said the sub-
ject of banking is one that interests very par-
ticularly the Dominion of Canada, and there is
no subject that merits a greater degree of
attention, particularly on the eve of the date
when their charters expire in 1870. The fail-
ure of two of the old banks has awakened the
public attention, and we naturally enquire if
the present system affords sufficient guaran-
tees for the public generally. What is the
system prevailinlg in this Dominion? In 1850
we introduced a new system-it was the free
banking system. The Government, through
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the Inspector-General, granted to certain in-
dividuals who complied with the Act 13, 14
Vict., Chap. 21, notes-paper money-for cir-
culation to an amount equal in value to the
bonds or debentures purchased from the Gov-
ernment, which became the principal guar-
antee for the redemption of this paper money
in gold, in case that the holders demanded it.
This Act was subsequently amended in 1851
and 1856; these notes could not be offered as
legal tenders, which was the reason the free
banking system did not succeed as the Gov-
ernment of the day expected. The ancient
system that prevailed throughout the Do-
minion of Canada, is based on the following
principles:-Each bank has the right to issue
paper money, redeemable at the office where
they are issued, in the following propor-
tions:-

lst. To the amount of paid up capital.
2nd. To the amount of gold on hand.
3rd. To the amount of value of Government

bonds.

The directors and stockholders of these banks
were responsible as follows:-The Directors
are jointly and severally responsible for
breach of trust or bad management towards
the creditors and stockholders. The stockhold-
ers are only responsible for double the num-
ber of shares held in the bank. The banks in
general were bound to buy Government
securities for 1-10th of the paid up capital.
The success of this system cannot be denied,
and thanks to the wisdom and good adminis-
tration of our moneyed institutions, it has
almost without exception succeeded perfectly.
The Government has commenced a new prin-
ciple, the issue of paper money, granted by
the Dominion of Canada, and this paper
money, notwithstanding that it is redeemable
in gold on demand, can be offered as a legal
tender for paynent of ail debts contracted in
the country. This is a step in the right direc-
tion, and a principle which will generally give
the best possible guarantee. It is to be desired
that a uniform system would be adopted
which would be calculated to answer all pub-
lic and private interests. When the State
grants the right which exclusively belongs to
it, that of issuing money, to establish conven-
tional value for the convenience of commer-
cial exchange, it is only just and reasonable
that the State would grant such privileges
only on the best guarantees. And the State
ought, as a principle resulting from such a
transfer of its rights, guarantee the public,
and hold themselves responsible for the re-
demption of this currency for commercial ex-

change, such as the paper money thrown on
the market by parties invested with such
powers. What then is the system which would
best attain this end? Undoubtedly that which
prevails in the Great Republic of the United
States, and adopted on the 3rd of June 1864,
that is to say, the Act intituled, "An Act to
provide a national currency secured by a
pledge of United States bonds, and to provide
for the circulation and redemption thereof."
By this Act the capital of the circulation is
limited to $300,000,000, the circulation of the
paper money of these banks had reached in
1863 $403,357,346. This paper money is re-
ceived in payment of al debts, except for
customs duties on importations, and in re-
demption of the national currency. The State
guarantees these notes and bears on their face
this guarantee, moreover the Banking As-
sociation who bind themselves besides to re-
deem these notes in gold if required. All is
administered by one "comptroller of the cur-
rency under the direction of the Secretary and
Treasurer." He is appointed by the President
as are ail the other important nominations.
His salary is $5,000 and his deputy $2,500.
This "Comptroller," should only issue 90 per
cent of these State bonds, bearing at least 5
per cent, and if these bonds become depreciat-
ed in value the Comptroller ought to exact
other securities not depreciated, or the differ-
ence in other bonds. It is to be regretted that
in the Bill now under consideration the distri-
bution and examination of these Provincial
notes are not placed under the direction and
immediate responsibility of a Public De-
partment of the Dominion of Canada. There
are thirteen Departments for our small popu-
lation, which are more than we require. Then
why create a useless and expensive patronage
in naming useless Commissioners-three for
the Province of Quebec, two for Nova Scotia
and New Brunswick. The system which pre-
vails in the United States, is preferable for
uniformity and for good administrative facili-
ties. There is only one point to consider, is it
in the public interest to limit the rate of
interest when the Government will corne
down with a general measure? Yes; in the
United States the Act of Congress already
cited fixed the rate of interest at 7 per cent,
when it is not already fixed in the State of the
Confederation (for each State has the right to
regulate the rate of interest.) The following is
the rate of interest in the different States: 6
per cent. in Maine, New Hampshire, Vermont,
Massachusetts, Rhode Island, Connecticut,
New Jersey, Pennsylvania, Delaware, Mary-
land, Virginia, North Carolina, South
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Carolina, Arkansas, Florida, Illinois, Iowa,
Kentucky, Mississippi, Missouri, Ohio, and
Tennessee; in New York, Georgia, Michigan
and Wisconsin, 7 per cent.; in Alabama
and Texas, 8 per cent.; and in California,
10 per cent. On railway bonds and special
contracts, some variations are made from
these rates in some of the States. It is true
that in England the rate of interest is free,
and that country can be cited as an example
to follow, but since when? The rate of interest
had fluctuated frequently when in 1837 and
1839 the power was granted with certain re-
trictions, again in 1854, only all these restric-
strictions were abolished; but can our position
admit of comparison with a kingdom which
has acquired for ages the highest degree of
riches and national prosperity? In France
after having abolished all the restrictions on
money loans, it has been again deemed wise
in the interest of society to fix the maximum
rate of interest. In England, up to the present,
there is no reason to complain of this power,
for the immense capital of the English people
is a guarantee that the rate of interest will be
always reasonable, by reason of the supply
that there will be in the money market. We
have the proof in examining the discount
charged by the Bank of England from 1st
January 1844, to 1864: In 1844, the rate of
interest was 4 per cent. for 249 days, and 2j,
for 406 days in 1845; in 1845 from 3 to 3,
1846, 3, 1847 (financial crisis) from 3 to 8; at
this last rate 28 days, at 5, 119 days, etc.; in
1848 from 3 to 4; in 1849 2j 399 days, 1852
from 2 to 2j, 1853 from 2j to 5, 1854 5 to 5,
1855 from 3j to 5, 1856 from 5 to 6, 1857
(another crisis) from 6 to 10,-10, 45 days, 8, 31
days,-1858 3j to 6, 1858 from 3j to 6, 1859
from 2ý to 4½, 1860 from 3 to 6, 1861 from 3 to
7ý, 1862 from 2j to 3, 1863 from 3 to 7j, 1864
from 6 to 9. England is at this day making the
experiment of a new system, and if it does
succeed, it will certainly be there where capi-
tal abounds. In Canada, on the contrary, we
have not the necessary capital for developing
the immense national riches which we possess,
and prosecuting the different branches of in-
dustry, and in a country where capital is so
limited, the loans of money must be limited
also. It is to be hoped that the Government
will be ready to offer a measure as soon as
possible, relative to our financial institutions,
based on the best guarantees. It is of the
greatest importance that on a measure such as
this we make our views and opinions known,
as well as through the press, He flnished a
long, able speech by saying he would support

the present Bill, as it gives to the paper
money that guarantee which the public has a
right to expect from the Government of this
country.

Hon. Mr. Chapais said in answer to the
remarks of the hon. member who last ad-
dressed the House (Mr. Bureau) that this very
day the Government would give notice of
resolutions in the other House, to fix the legal
rate of interest. Our own legal tender notes
resembled very nearly the American system
of currency, and he agreed with other hon.
members that the currency of the United
States was in many, if not every, respect, the
best suited to the wants of this country. The
Government were considering a general sys-
tem of banking, and would be prepared to
bring it forward next Session, and he would
assure the hon. members that the guarantees
for the security of the public would occupy
the best attention of the Government, as one
of the most important and desirable provi-
sions that could be introduced into such a
measure.

Hon. Mr. Wilmo, referring to a statement
he made when the Currency Bill was before
the House a few days since, in speaking of the
course of trade, and inadvertently said, that
when the rate of exchange was below 9j per
cent, at which the sovereign by law was fixed,
that gold left the country: the reverse was the
fact. He intended to have said, that when the
premium on bills was above that rate, suffi-
ciently high to pay the charges and a commis-
sion, gold was exported from the country,
causing the banks to restrict their discounts,
and withdraw their circulation, rendering
money scarce, and throwing labor out of em-
ployment, which created wealth. In regard to
the bill now before the House he had much
pleasure in supporting it, as he considered it a
movement in the right direction, and he be-
lieved it would have a beneficial effect if
carried out on the trade of the whole Do-
minion. Hitherto he had to regret, that the
measures relating to trade, &c., brought in by
the Government, had not met his approval,
and what was of much more importance for
the well working of the Union, had not met
the approval of the great majority of the
people of the Province from which he came.
He considered that the issue of Government
legal tender notes would give security to the
public, and at the same time the banks would
be indemnified by receiving interest upon
their issue at the rate of five per cent, besides
a commission of one per cent annually in
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managing them. This subject of banking and
currency had long engaged the attention of
the Parliament of Great Britain. He (Mr.
Wilmot) happened to be in England in 1856,
when Hon. Mr. Watkin brought forward a
motion asking for a commission to investigate
the causes of the panic which had just oc-
curred, and the Government promised to take
the matter into consideration and investigate
it. We see also in the United States an ex-
traordinary revolution of their whole system
of currency and finance. It is a question more
important in his opinion than any other which
can be brought before this Parliament. He
knew it was a dry subject to talk about, al-
though the question of economy was one
which entered into the consideration of every
family, and affected every individual. Rev.
Sidney Smith had said "that broaching the
currency question was the end of all argu-
ment, for the subject was so deep, he thought
the bottom had dropped out." We should en-
deavour, however, to get at the bottom of the
subject, instead of going off on side issues.
Money after all is but the representation of
commodities produced by labour, and the sup-
ply of it should be governed by the same
natural law of supply and demand, that regu-
lates barter. Upon that principle he was a free
trader, but if a monopoly is given to the
holders of money, while the system of free
trade was applied to the holders of all other
property, then he was rather a protectionist
than a free trader. In adopting a banking and
financial policy for this new Dominion, we
should not only look to Great Britain for an
example, but also to the United States, and
other countries, and take that which was best
from all, and most suitable to our circum-
stances. The issue of notes on public securities
is not confined to the United States (£15,-
000,000) fifteen millions of pounds of the notes
of the Bank of England, are issued upon that
amount of the national debt. The issue now
proposed will be legal tender, received for
duties and taxes, and secured by the Do-
minion. We have had experience that banks
have failed in Canada and in New Brunswick.

Hon. Mr. McCully-What about the banks
of Nova Scotia?

Hon. Mr. Wilmof was coming to that direct-
ly. It was a fact that Treasury or Government
notes had been in circulation in Nova Scotia
ever since he (Mr. Wilmot) could recollect.
The banks in that Province, like those in
England, have been Iimited to five pound
notes, all the circulation below that is in pro-
vincial notes, and the result has been, that

with an authorized issue of notes to the extent
of $800,000, they have been able to put up
most of their public buildings, without paying
one penny interest for them, while no bank
has failed, and as large dividends have been
made as by banks in any other part of the
Dominion, therefore, so far as the banks are
concerned, no injury is likely to arise to affect
them in consequence of carrying out this bill.
The amount asked for is $8,000,000; he (Mr.
Wilmot) would rather have seen it $13,000,-
000; if $8,000,000, it would be no larger an
amount per head for the Dominion than now
exists in Nova Scotia. If this system has
worked well in Nova Scotia, and been a great
advantage to the public, while it has inflicted
no injury upon the banks, what harm can
arise from extending it to the whole Domin-
ion? Money is that which the law makes a
legal tender. Currency may be of different
kinds; money extinguishes debt like barter;
bank notes transfer debt. If he (Mr. Wilmot)
owed $4,000, and had bank notes, while he
held them the bank that issued them would be
his debtor, but after paying the debt, the
party receiving them would be the creditor of
the bank. These notes being issued by the
State, and the whole property of the country
being taxable for them, are better security
than notes issued by a joint stock company,
with a limited liability. One of the cleverest
financiers of the day, Mr. Gladstone, lays
down the proposition that all money, whether
metallic or paper, should be issued by the
State, and the public should be thoroughly
secured, and a portion of the benefits accruing
from the circulation should go to the revenue.
Sir Robert Peel introduced a currency meas-
ure to take from the banks the power of
issuing notes, and to place it in the issue
department of the Bank of England. This was
known as the Bank Act of 1844, which ac-
cording to the bullionist theory was to make
the Bank of England notes convertible into
gold on demand at all times. The first trial of
this Act was in the crisis of 1847, when the
Government was compelled to authorize the
bank to issue notes beyond what the law
provided. This was repealed again in 1857,
and in the late crisis of 1866 the joint stock
banks in London held a larger amount in
deposit of the Bank of England than the
whole amount of gold in both the banking and
issue departments, and they threatened to
withdraw it unless the Government author-
ized the bank again to break the law. Had
they demanded and received their deposits in
gold, all other depositors and note holders
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would have been deprived of their legal
rights, and the Bank of England note would
have been inconvertible, not that the Gov-
ernment were to have the right to issue notes
to any extent they pleased, but that a portion
of the annual taxation should be a basis for
that issue, and in banking purposes the extent
of that issue should depend upon certain
specified securities, to be deposited in a public
department. In reply to Mr. McCully he said
he did not argue against the proposition that
there should be some mode by which the
Government should give security, but at the
same time he held that the State had an
inherent right in case of absolute necessity to
issue notes simply upon their credit, as had
been done in the United States.

Hon. Mr. Macpherson-What security will
those legal tenders rest upon?

Hon. Mr. Wilmo said there was a limit to
the amount to be issued; the Government
have the power by the action of Parliament to
tax the Dominion of Canada to the extent of
$14,000,000 therefore to that extent there can
be no great loss, if power to issue those notes
be given to the Government, as they must get
money in some shape from the people. It was
shown by statistical returns that there were
$1,400,000,000 invested capital in Canada, and
a portion of this was invested in public works,
while the whole amount of our banking circu-
lation, according to his hon. friend's (Mr.
Macpherson) statement was about $12,000,000
for Ontario and Quebec, to which must be
added about $2,000,000 for the Lower Prov-
inces. This would make about $3 per head in
the shape of bank circulation, or one per cent
on $1,400,000,000 invested capital. Now, we
know all that money is required for is to
exchange the surplus products of industry,
and have we circulating medium enough to
meet the requirements of the country? We
find by the statistical returns given in the
"Year Book," 1868, that the amount of raw
material alone produced in Canada is valued
at $210,500,000, without taking into account
the value of manufactured goods. In the
United States it has been their policy, caused
by their necessities, to have a very extensive
currency, amounting to $925,755,000, or $30
per head, while we have only $3 per head.
This extensive circulation has entirely revolu-
tionized the preconceived ideas of political
economists, for the general idea was that by
issuing paper, coin was driven out of the
country, and the fact now appears that they
have $183,000,000 more gold than prior to the
war. By issuing these notes we will create an

additional amount of legal tender money to
carry on trade, as it cannot be carried on with
gold alone, on account of the amount we have
being so infinitessimal compared with the
requirements of trade. The internal trade of a
country can be carried on with properly
secured paper, and all that gold is wanted for,
is to pay the balances between the imports
and exports. He then referred to the late bank
failures in Canada being caused by a panic,
which would not have occurred if these notes
had been in circulation, as they would have
been guaranteed by the Dominion, and there
would be no running for gold. He said the
circulation of a country in the first place,
belongs to the State, and if the Government
have parted with it, they have parted with a
public right. He had expressed no opinion in
favor of a larger amount of Government cir-
culation than they could tax the people for,
and for banking purposes, based upon public
securities. He hoped to see the day when there
would be in the Dominion of Canada, a circu-
lation sufficient to represent the surplus pro-
ducts of the country, so that they would not
be subject to those panics which had inflicted
so much injury and ruin upon the commercial
community. He then referred to the panic
which took place in England in 1825, when
seventy of the banks failed, but afterwards
nearly all paid twenty shillings in the pound.
This panic, he said, was not caused by the
want of realized wealth, but by the want of a
sufficient representative in circulating medi-
um. Our ships then which had sold for £13 a
ton in 1825, went down to £2 l0s in 1827. He
had had a great deal of experience in business
and legislation, and had studied this subject
well, and he had now endeavored to give some
of his reasons why he should support the Bill.
He also referred to the various panics and
suspension of specie payments in the United
States in 1837 and 1857.

Hon. Mr. Reesor said the hon. member who
had just sat down, had made a most extraor-
dinary speech, having taken the ground that
the bill before the House ought to be passed,
and at the same time he takes the ground that
we want more currency in the country. If the
bill before the House is carried, and goes into
operation, the banks being brought under its
influence, as shewn yesterday, the effect must
be to lessen the amount of currency circulat-
ing in the country to the extent of $6,000,000.
That is the opinion of bankers and business
men throughout the country. Under their
charters banks are allowed to discount bills to
three times the amount of gold and provincial
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bonds they have in hand-three times the
amount of these available securities which are
held in reserve under this bill. If the banks
come under its operation they must withdraw
all their circulation, and give the Government
whatever they may have in reserve, and get
in return legal tender notes to the amount of
that reserve. Then we have only the legal
tender notes to work on, and that is the rea-
son why the circulation of the country will be
reduced, which is a fact no one will dispute.
There is not a merchant in the country but
takes that view of the question. The Gov-
ernment only hope that by some means or
other, people will manage to draw money
from other sources to supply this want. The
Government say they want to take from the
people this currency, which is doing the busi-
ness of the country, and which has been
made available since the establishment of the
banks. Take for example a manufacturing
firm, it may be for working iron, (and there
was such an establishment in the county
which he had the honour to represent), take a
firm like that, enjoying bank accommodation
to the extent of $500,000, withdraw one-third
of that accommodation, and the result would
be that they must turn away one-third of
their hands. Thus there would be a loss of
one-third in the means of productive industry,
one-third less consumption of imported goods
and so much less ability to pay taxes: this will
affect the whole revenue of the country.
Apply this to the whole manufacturing indus-
try of the country and it will ruin some, and
by their failure it will bring down others, and
lead to the most disastrous results. A certain
writer on political economy has said that
money to the trade of a country, is like tools
to an artisan. You take away the tools of a
mechanic and the value of his art is gone. In
like manner if you take away from the busi-
ness part of the community the currency,
the tools of trade, you deprive it to that extent
of employing labour. In referring to the
banking system of England he said this was
a young country, and we wanted capital to
develop its resources. In England the people
were not only able to lend to their own
Government, but they were able to invest in
the bonds of the United States, Canada, and
many other countries. The investments of
English capitalists were not limited to na-
tional securities, but through agents it was
extended to mortgages on real estate, and a
large amount was so invested in Canada. The
payment of interest caused a great drain of
gold out of this country; therefore we are not

in a position to do away with the advantages
of banking capital. Even in Great Britain,
where there is such a vast accumulation of
wealth, they sustain a joint stock banking
system, and not Government legal tender cur-
rency, such as is being introduced in Canada.
If the Government must have more money let
them increase the taxes, or borrow elsewhere,
and not take from us the means of employing
labour by which the resources of the country
may be developed and the population in-
creased. Let the Government borrow the
money direct from other countries, as they
can do it on terms better than individuals can.
They can borrow it at 6 per cent., while single
individuals would have to pay nine or ten per
cent. Some of the hon. members who support
this measure imagine that we are relieving
ourselves of any difficulty that might arise
from a failure of the banks to pay specie; he
would remind them that nearly every country
in the commercial world, within the last two
hundred years, had tried a national banking
system and found it a failure. It was tried in
Russia, Austria and France, and proved un-
satisfactory. When there was a demand for
gold they had to stop specie payments, and
their notes were sold at a discount. The same
results had attended the system in the United
States, but there it had been adopted as a
matter of necessity, and they were involved in
debt, a large part of which had grown out of
the depreciation of their national currency.
Their credit became so poor, owing to a disas-
trous war, that their gold at one time was at a
premium of 295 per cent., so that in incurring
a debt of $3, they in reality only received
what was worth little more than one dollar in
gold. The worst is yet to come with that
country, because so long as it was running
into debt, and while it continued to issue
notes, so long it was prosperous in trade, but
since these debts are being paid, and while
the amount of circulation is being contracted
they must suffer in proportion to that contrac-
tion. Whatever arguments may be urged on
behalf of the American system, because they
adopted it to carry on a war, they do not
apply in favor of this bill. This bill is not
founded upon the American basis, because
their plan was to increase instead of decreas-
ing the circulation. By this means their com-
mercial enterprises have been for a time ex-
tended. The Government of England has nev-
er ventured to take from the banks their cir-
culation but have on the other hand protected
the banks as they have the commerce of
the country; neither have they interfered with
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the banks of Scotland. There is not a commer-
cial country in Europe that has in operation
the system proposed to be adopted here. It is
extraordinary that we seem to have so much
more wisdom in the financial departments of
our Government than they claim in any other
country in the world, that we should in-
troduce ail at once, the principles involved in
which have been discarded for years by the
statesmen of Europe. What do the supporters
of the bill say in order to urge upon us the
necessity of passing it? They say banks have
failed in Canada. Very few have failed. The
Bank of Upper Canada was established forty-
five years ago, and a Provincial currency
would have depreciated in passing through
what that bank had to pass through. In 1837
we had a rebellion in Canada and the Bank of
Upper Canada in consequence of the derange-
ment of business during that period suffered
great losses. Where Governments issue large
sums in paper currency, the experience of the
world is, that sooner or later it depreciates in
value, and as soon as depreciation is ap-
prehended, demand is made for gold, and the
usual results follow-suspension of specie
payment. Are these defects in our present
banking system? Then we should endeavor to
remove these defects. You would not think a
man wise if, when he found a slight leak in
his dwelling he should at once destroy it,
instead of repairing the defect. Our banks
have worked well, and done an immense
amount of good in the country, having con-
tributed largely to its wealth. In times of
hardship and severe trial, they have been
identified with the enterprise and industry of
the country. He considered they were running
a great risk in accepting any extension of the
principles involved in this Bill, because there
was no provision for that degree of elasticity
in the supply of currency, that the trade of the
country required, and until the Government
were able to point out how that deficiency
could be provided, it was most unwise to force
it upon the country.

Hon. Mr. Benson said-The Postmaster
General in resuming the debate upon this bill,
has very fairly explained its provisions; it was
a permission only in its enactment, extending
to all Banks in the Dominion the option of
issuing legal tender notes of the Government
instead of their own circulation. No reasona-
ble objection can be made to the bill, nor is it
the intention, I believe, to offer any, on the
contrary, he would give it his support under
existing circumstances; but there was a prin-
ciple involved in it to which he was opposed,

and he felt it to be his duty, as well as the
duty of every member of this House, to state
their views regarding that principle. It is evi-
dently the intention of the Government to
carry out, if possible, the system of banking
inaugurated a year or two ago, notwithstand-
ing the expression of opinion so unanimously
given by the country, and the almost unani-
mous opinion of all persons connected with
banking. In reply to the question on the sub-
ject by the Committee appointed by this
House, it was stated that these were the opin-
ions and views of those who represented the
interests of the Banks. He would ask who
were so competent to give correct opinions as
those engaged in this business, who were ca-
pable of judging correctly of the wants and
requirements of the commerce of the country.
The interests of Banks were the interests of
the country, they represented the interests of
all classes who had invested their money in
these institutions, and these comprise very
generally the people of the country. From his
own knowledge of the business of Western
Canada, extending over a period of thirty-five
years, he had no hesitation in saying that the
present system of banking is the best adapted
to its wants and requirements, and that now
contemplated by this bill, as well as what we
may expect to follow it, is not adapted to our
requirements, and if persisted in by the
Government, cannot fail to bring with it great
embarrassment and stringency in ail banking
operations in the future. It must necessarily
reduce the circulation of the Banks to a point
wholly inadequate to the wants of trade, and
prevent that expansion of the circulation
necessary at seasons of the year when it is so
much required for moving large quantities of
grain and lumber, particularly that of grain
and fiour; it is well known this is generally
done in the short period after harvest to the
close of navigation. It has not been asserted
that the present circulation of our Banks has
ever been too much for these purposes, and
what will be the result when this circulation
is reduced at least one-third, if not one-half;
and the general result upon the trade of the
country cannot be otherwise than injurious.
When money becomes scarce it increases the
rate of interest, while at the same time it re-
duces the value of every description of prop-
erty and produce. It has been stated that a
safer circulation is required than that now in
use, and the failure of two institutions is given
in proof. What are the facts? In a period of
forty years one Bank has failed and another
suspended payment for a few months, and then
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entered into an arrangement with another in-
stitution whereby it secured one-third of its
capital to its shareholders, and the payment of
its indebtedness in full. The Bank of Upper
Canada has not been able to do so, and a loss
has fallen upon the shareholders and the pub-
lic. What is the extent of this loss to the
public? It is net te be named in comparison te
the advantages the public have derived from
that institution. He remembered in the early
period of that institution, and no doubt some
whom he now addressed can go back with
him to this period, and bear testimony to the
liberal mode of business adopted by that
Bank-its discounts were not demanded in
three months. The generous system adopted to
meet the wants and circumstances of our
young and rising country was the payment of
only 20 per cent. every three months, giving
the period of fifteen months for the payment
of its discounts. Nor was this all, the invaria-
ble consideration that was given to all who
had transactions with it, the leniency which it
extended to its customers, should not be for-
gotten by the public, and to no institution is
this country more indebted for the building
up and sustaining its commerce than to the
Bank of Upper Canada, and he said the ben-
efits derived from that bank far outweighed
all the loss that has been sustained by it; then,
gentlemen, does the system proposed secure
the public against panic, or does it give
security under all circumstances. Is it not
possible circumstances may arise, sufficient in
the minds of the Government, to suspend pay-
ment of specie for its notes, or may not a
pressure be brought to bear in times of
depression by public opinion, which may for a
time, at least, reduce their value in public
estimation, and bring them to a rate below
their par value, although it may not be so
great as it would be by the failure of the
bank. He was an advocate for safety, but we
must take care that we do not pay too much
for it, and he was fully satisfied that we
should be doing so if we adopt the legal ten-
der system. Let us be content with what we
have found hitherto so well adapted to our
wants, and by adopting the mode or form of
return as that suggested by the hon. member
from Toronto, (Mr. Macpherson), we will ob-
tain all the security we require. He was of
opinion had this been the return required
heretofore from the banks, neither the Bank
of Upper Canada or the Commercial Bank
would have ceased to be numbered among the
useful institutions of the country. An hon.
member has stated that the wants of the

Government require the introduction of this
system, and that it was the opinion of cele-
brated writers in England upon banking and
currency that al circulation should be issued
and secured by the Government of a country.
He had every respect for the opinion of these
writers, and had no doubt these opinions have
been formed from the circumstances of their
own country, but he contended they are not
applicable to ours, or at ail adapted to the
peculiar trade necessary to be fostered in a
new country like ours. He much preferred the
opinions of those brought up in our own
midst, and acquainted with our commerce and
its requirements. As to the necessities of the
Government, they are the only reasons for the
introduction of this new system entitled to
consideration, but there are other methods
which are now under consideration of the
Government for the supply of these wants. Let
them wait and see how far they may be en-
abled to supply their wants from these, al-
though far from being unobjectionable, as in-
terfering with the resources upon which the
banks depended for the extension of their cir-
culation. They are perhaps less so than the one
that is now proposed, which gives the control
of the circulation to the Government. He trus-
ted the Government will be influenced in the
course it may adopt by the information which
has already been received, and will be re-
ceived in answer to the qunestions of those
gentlemen representing Committeees ap-
pointed by both Houses of the Legislature,
and that they will, at an early part of the
next session of Parliament, bring in a measure
upon this subject that will meet the wants
and wishes of the whole country.

Hon. Mr. Macpherson, in reply to the
Postmaster-General, said he had not spoken
exclusively from the banker's point of view,
but from a point of view which embraced the
general interests of the country. He had
shown that in certain cases under this bill
banks might be benefitted at the expense of
the general interests of the country. The hon.
gentleman then recapitulated his chief objec-
tions to the currency of the country being
taken by the Government, and remarked that
so long as the Government remained uncon-
nected with the currency, and not responsible
for its redemption, they would stand as they
ought to do, over the banks, and hold them to
a fulfilment of the conditions of their charters,
in respect to redeeming their notes in specie
when required. But if the Government itself
were responsible for the redemption of the
currency, it might, and in times of panic
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would, be interested in the suspension of spe-
cie payments. He said that the discussion had
taken a wide range, extending to the question
of the rate of interest. He (Mr. Macpherson)
thought there should be free trade in money,
and that any restriction imposed upon the rate
of interest was calculated to enhance the price
of money to the borrower. His hon. friend
(Mr. Bureau) had spoken of the rate of in-
terest in New York being limited to 7 per
cent. Suppose it were limited to 7 per cent,
here, and the right to circulate notes with-
drawn from our banks, how could they, at
that rate, cover the expenses of management
and losses, and pay their shareholders a remu-
nerative dividend? Those who know how busi-
ness is carried on in New York know that
the law there against usury is a dead letter, as
it had been here. His hon. friend expressed an
opinion in favour of the National Bank system
of the United States. He (Mr. Macpherson)
thought that if the Government insisted on
changing the present system, he would much
prefer something like that, to the Dominion
note system, because it would make money
less costly to the borrower; as the capital
would be invested in public securities bearing
interest at the rate of 6 per cent. He (Mr.
Macpherson) had no intention of opposing the
second reading of the bill, for he had given
notice yesterday that when the House went
into committee upon it, he would move that
an additional clause and an improved form of
bank return be added to the bill. His hon.
friend (Mr. Campbell) had asked him to with-
draw these. He would like to oblige him, but
he could not in this case. He attached much
importance to the proposed form of return. It
had been prepared with the assistance of gen-
tlemen of experience connected with banks,
and he hoped the House would adopt it.

Hon. Mr. Campbell then moved that the bill
be read a second time, which motion was
carried on a division.

On motion of Hon. Mr. Campbell the House
went into Committee of the Whole on the bill,

Hon. Mr. Dever in the chair.
After several clauses of the bill were adopt-

ed,

Hon. Mr. Macpherson moved an amendment
to add a clause to the bill with form of bank
return to be made to the Government month-
ly, and published in the Royal Gazette (vide
yesterday's debate.)

Hon. Mr. Campbell thought the amendment
was not in order, and ought not in fairness to

be introduced in connection with this matter.
Several of the banks enjoy individual chart-
ers, and those continue in force until 1870. In
those charters the form is specified, and is as
much a part of the charter as any other part
of it, therefore no change should be made
except with reference to each particular bank,
after due notice had been given, and an op-
portunity afforded for discussing the proposed
change, each on its own behalf. As a matter of
right this amendment ought not to pass, there-
fore he hoped his hon. friend would oblige
him by withdrawing it.

Hon. Mr. Ferrier said he could not see or
comprehend the cause for the alarm that the
hon. member who proposed this amendment
(Mr. Macpherson) seemed to entertain. He
thought it quite uncalled for, and a violation
of the Bank charters, and hoped the hon.
mover would consent to its withdrawal, and
not divide the House on it.

Hon. Mr. Anderson thought this form of
bank return would be a great improvement,
as it would enable the public to know the
position of the banks, and the manner in
which their capital was invested.

Hon. Mr. McMaster said as he was connect-
ed with a bank, he had not expressed an
opinion in connection with this measure, nor
did he now intend to say anything in refer-
ence to the bill itself; but in regard to the
amendment, he thought its provisions were
wise and desirable. The Postmaster General
had said that the whole question will be taken
up next Session, but at the same time he
knows that the charters of some of the banks
remain in existence until 1871. In view of this
fact this amendment ought to be adopted, be-
cause its provisions will contribute very mate-
rially to the safety of the public.

Hon. Mr. Macpherson did not wish to press
anything that was unfair; if the Hon. Post-
master-General would show that this amend-
ment was unfair to the banks, he would be the
last one to object to withdrawing it. One hon.
member (Mr. McMaster) who is a bank direc-
tor, is In favour of the amendment, and another
bank director (Mr. Ferrier) from Montreal,
opposes it only on the ground of its being
unnecessary, and he seems to be under the
impression that he (Mr. Macpherson) proposed
it from some feeling of alarn. He had no
feeling of alarm, but he believed it to be
necessary to ensure the better management of
the banks; at all events it would give the
public and shareholders such information as
would enable them to judge how the bank
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was managed. How can this form be called
unnecessary when, had it been in operation
during past years, it would have given such
information as would have prevented the fail-
ure of the only two banks which have failed
in Canada? If the returns with respect to the
amount due by corporations had been re-
quired, the Commercial Bank would not have
made the advance which led to its ruin.

Hon. Mr. Ferrier-I was not one of the
stockholders, but I knew perfectly well the
large amount they loaned to this railway.
Their legitimate business was to attend to the
commercial interests of the country, and not
to loan their capital to railways.

Hon. Mr. Macpherson said his hon. friend
may have had that information before the
shareholders had it. At the annual meetings
there are but few shareholders present, and
very little information obtained, but by this
return information will be brought before the
shareholders every month, then if they do not
know the state of the bank it will be their
own fault, as they have an opportunity of
knowing when anything is going wrong, and
checking it before it becomes disastrous.

Hon. Mr. McMaster remarked that his hon.
friend (Mr. Ferrier) had said, that though he
was not a shareholder in the Commercial
Bank, he was aware of the amount they
loaned the railway company. He (Mr.
McMaster) did not think any one was aware
of it until it became a matter of litigation. He
again expressed his approval of the amend-
ment, as he thought every security should be
afforded to the public.

Hon. Mr. Aikins said this schedule was in
the interest of the public, and not in the
interest of the banks. He felt satisfied that if
we had known the assets of the bank of Upper
Canada, a different course would have been
pursued in relation to the stockholders of that
bank. The stockholders should have the infor-
mation which this return will give them.

Hon. Mr. Campbell said he had hoped his
hon. friend would withdraw his amendment
and saved this discussion. The Government
cannot accept this amendment to the bill,
because there is to be legislation upon this
subject during the next Session of Parliament.
He did not object to the proposed form of
return in many respects, and he apprehended
that when legislation took place upon this
subject, many of his hon. friend's suggestions
would be adopted, but to some provisions of
his proposed scheme he (Mr. Campbell) ob-

99267-19

jected. The public have a right to know every-
thing in regard to the solvency of a bank, but
they have no right to demand any further
information. His hon. friend's "return" went
beyond that and provided that banks shall
give a statement of their discounts and assets
in every Province in the Dominion. The public
are interested not in the solvency of the banks
in each particular Province of the Dominion,
but in their solvency as a whole. It is no
advantage to the public to have this statement
for each Province, as they frequently have a
large amount of deposits in one Province, and
very few discounts. It was a well known fact
that a large portion of the lumber and grain
of Ontario is moved by institutions having
their headquarters in the Province of Quebec,
therefore no correct conclusions can be drawn
from a return being made for each Province.
In that respect he thought the scheme of his
hon. friend was defective, and ought not to
pass, but his main objection to it was because
it was seeking to alter, at the instance of a
private member of Parliament, a forn of
'return' which was general throughout these
banks existing under a general charter. The
Government have expressed an intention to
assume the responsibility of legislating upon
the subject during the next Session of Par-
liament, therefore he trusted the Committee
would not adopt this amendment.

Hon. Mr. Simpson supported the amend-
ment, and thought the statements required by
the amendment only reasonable and just for
the public; and the bank with which he was
connedted (Ontario Bank) would willingly fur-
nish it or any other details that may be
desired for the satisfaction of the public gen-
erally. He dissented from the statement of the
Hon. Postmaster-General, viz.: "That the
banks whose head offices were in the Province
of Quebec, furnished more capital for the
lumber and grain trades than those in On-
tario." He felt quite certain that the banks of
Toronto and Ontario supplied more funds for
these objects than any of the other banks
according to their capital, though all the
banks did as much as possible in that way,
according to their capital and the wants of
their customers. He concluded by saying he
thought the proposed forn would be willing-
ly followed by all the banks, as far as he
knew, and could see no obejetion to it, but a
great deal of good, and hoped it would pass.

Hon. Mr. McMaster said it was important
that this schedule should be adopted, as these
returns would enable the Legislature to know
the position in which the banks stood before
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legislating upon the subject. It would also
enable the public to know whether the
amount of bank accommodation granted to
any of the Provinces was based upon the
amount of capital deposited there.

Hon. Mr. Ross regretted that his hon. friend
pressed his amendment. He believed it was
out of order, and would be so ruled when the
House resumed, and the Speaker took the
Chair. He hoped, his hon. friend would with-
draw it.

Hon. Mr. Mitchell entirely endorsed the
views expressed by the last speaker, that this
return was admirably adapted to guard the
public interest, but the question was not
whether it was desirable to give this informa-
tion, but whether this is the proper time to
introduce this amendment, which if the mover
pressed to a division might result in the defeat
of what a large majority of the House desires
to adopt. The Postmaster-General had stated
that it was the intention of the Government to
be prepared to deal with the subject of bank-
ing at the next Session of Parliament, there-
fore he would ask his hon. friend not to press
the amendment to a division.

Hon. Mr. Benson considered the proposed
return a great improvement on that now in
use, but thought its introduction now would
be untimely, and for that reason he had
refused to second the amendment when asked
to do so by the hon. mover. He hoped his hon.
friend would withdraw it.

Hon. Mr. McCully said if they passed this
amendment, it might be decided when the
Speaker took the chair, that it was one that
affected private persons or a company, and of
which they ought to have had notice, there-
fore it could not be put from the chair.

Hon. Mr. Tessier believed the proposed re-
turn would be a great improvement, but
feared it was not in order, and that even if
carried in Committee, it would be ruled out
and lost when the Speaker took the Chair. He
therefore saw no use in dividing the Com-
mittee. He would suggest to his hon. friend to
withdraw the amendment; and if he saw fit,
embody it in a separate bill.

Hon. Mr. Macpherson then said that rather
than have his amendment thrown out on a
point of order, he would withdraw it, and
introduce it in the form of a bill.

It being six o'clock the House separated.

AFTER RECESS.

Hon. Mr. Dever reported that the Com-
mittee had agreed to the bill without amend-
ment; it was then read a third time and
passed.

The Bill intituled "An Act respecting the
Department of Justice," was received from
the House of Commons with several amend-
ments, which were read a third time and
agreed to.

The Bill intituled "An Act respecting
Penitentiaries and the directors thereof, and
for other purposes," was received from the
House of Commons, and read a first time.

Hon. Mr. Mitchell presented to the House a
return to an address, relating to correspond-
ence concerning the building of vessels of
wood and iron, &c.

The Bill intituled "An Act to confirm the
amalgamation of the Commercial Bank of
Canada, and the Merchants' Bank, and to
amend and consolidate the Acts of Incorpo-
ration of the said banks," was read a second
time.

The bill was then referred to the Com-
mittee on Banking, Commerce, and Railways.

The Bill intituled "An Act to amend an Act
intituled an Act respecting the Statutes of
Canada," was read a second time.

The House in Committee agreed to a Bill
intituled "An Act constituting the Department
of Inland Revenue."

The Bill intituled "An Act respecting the
Geological Survey of Canada," was read a
second time.

Also, The Bill intituled "An Act to impose
a duty on foreign reprints of British copyright
works."

The House then adjourned until Monday at
three o'clock.
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