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Onoot f;ha nK;st prrontnlnoed tGuu,ano1os 1n mOdQrIl bnnkl:tlt~.

u('1't1oonbla todt~,y. ia the gr~Hlt 11l0rfU'tS$ in the nUln'b~:r or oontral

l}f;lnkif.~ 1:~ystams. and 1ll tlH1 power s,n:d l"t}spolls1b1it1tiT lodgor! witll

the oantral bnnks. f'i?fio oatdbl1shmGnt ot oentl"Cu, Banks of Iasue

Vle:r>(!} lml1n1mollsly 2'6oommentl$d in 1920 l'y tho Int():rnational ]'1xH1noia,1

Conf eTOrU3G. held in BrtlSfJol.n... and two ;Y(lf't1.'a If! t(~r th0 B£1II10 recom'"

fllGndt\t.1on WE-US m~lda by 'the Intel'nntiQnsl llioorwmio GO:nfO:Y."0l100 mooting

in Genoa. Mora recontly tho Worl.d IJIQnata.ry (met ]jhlonoUlio Con1~ar6n(H:~

rosolvad. tlu1l. t ..._u Xl1& eontal"$IKH.:t oonm1dara 1ttl) bs eSfHHlt1nl.. in

01""<1$1' to 'provide au lnt~:11"!u),:t1on~).1 gold s·~mJtln'1"'ct with th~ noo('wsn17

lil)ohtln1aln tor antiat!~ot()ry 't'lJj:,klng t thHt 1ru'i~1)$~dont (;o!ltrnl 'bf.:mks,

vllth tho requ.1s1 to pOtTI0rS ani fret)(lom to 08o:t':J';'y Qu:t fill t!,PP1"opria,ta

(mrrMo1m';l o.nd mOl1otEtj;y' pol1e1os ot th.o o01tr.ttr1ol::1 wi '1:;11 whldh Gt::tnoda

tnlClsa. that 1 t 1s :n(~O*H?Wi':l:l:Y to t U,S to overl'l1lul oU,!" monay f!!l(l 01"0<1:1 t

of Eloonom1cConforeno$S t the Hoy.nl COlilmi sa! on ~ Which sttJ.d3.ed the

InX) 'bl€Hlls of bfJuk1n {J; nnd c u.rrer!oY' in Ct"t.t1[.tlla 1n 19;3$ f ct!:t7Gl'n.lly oon

sidered the advissbility of estnbl:li:iling a oentX'l'll bn,nk for the

Dominion. 'Il'lQ aX:f.stil!t'S b",.nl:::1:n.g p>Jlcl o1"G(11 t (H')utl'ol n)(H.,1l[ln1am in



Canada ha{) VH:Hltl)$ X'l\)d the depression ottb.e PtLst fivo yaaraexooed

1~lywell and he.a pl"Ovided the pUblic Wi tll sonnd br.nkln.g t}u'ou.gh

a f11').~na1el Qr1a1s as gr0l:1t, it not g""$(tter tllan,ttnY in fQrmar

tinlEts. Bu.t in tho op1nion o;t f), ~rQat number or paopla, the ehfl.rt ...

Eir~a bUlks did not. in faat c#ould :not, p:rovidc us sound amn:neta1"Y

p0110y tlS acent1'ttl b£tnk (wu.ld.1Ua.<1Hl'" lilts o1r<:.HllIlS'telitHls. The

\ ~;t3Qn ty vote of tM Royal Comrtli ss1on ,l after £it very cs,raful stUdy

of all th~ 'briefS 0ubrnit t$<1 to them. "I)'~a in favon.r ot tl1& lnmedie.te

eatnbll.rdttum.t 01' fl (HlU'ltral brmlt in Ce.:naila.

In nrd$'r to stttiW oentral banld,ng VIe. munt; :first dtU'1ne

~matly \that VI S m(j}Ett\ Wllll1 W'$SPEl'tW: ot auoo a SY3'tOfll1\l (':r.h0 main

olm:cacte1"iat1a nat,trtil.llY. 1$ the ox:1st~noa ot t? Clontral 'bank. which

holC1s the mone'tli-!W rGa~n'VGa ot the oountry nnd s'tfl1¥ls raad~ to

rediscount oOf~X'o1ttl paper for" PU1'ol$tS$ aooa:pt~mcee frotn nn.d mnke

adVt1nOe s to. t11$ () OI11fXU)1"'cial 'banks. In fIlaa t :tnuta:no~a thia bs.nk

holds the mono.poii' of the nota :1ssuo t).nd nnr ral'ldfu," vi;l,1"1011S serviOQa

to the ePVt11"Xll'lle:nt. From Q }W,t1onnl p01nt otvo1$ V1tll(~ oentr(il bflnk

$hOltld. $ndeuvour. to r~guh3cta tna Ol"f,)(l1 t nnd c'ntr:tency 1:0 the beat

interests ot the $oonom10 11taQt ·the oountry. and sh()uJ.cloontrol t

if poas!blat the oxtolnal value ot tho monotf)'1'Y un1t. In oo ...o:paX'....

at10n wi t11 the other ()<:1ntrf~l onnk;a of the world. :I. tshou.ld attElmpt

to mit;1grj,te tln.cttta,t1ons in the t~eneral lovalof eoonomio Hct1vtty.•

1.\10 ma.y eD,f$l~r sa,yo thtit, tll0 'moot important ;t'tmot1on ot (1 oentral

lnl.l1k is to Qontrol the at:l.pply of ourrancy, ored1 t nnd gOld in the

oOllnt~ 'by its rnane.gsloont Of tho f!.o1;a lsauG, ro<:Useounts. fln.d its

open ms.rk$t tmno6,otir)ns.j \V"a mUf~t :rEImem1'Jel' that H oantl'al bt.l.llk

18 IJl"1me.r11y /:1, bt~Uto:t'ts t1.nd 6~vernmontta bt'~nk an1 doas not usu.ally



~),tlk.

turn.

oornpattl w1th th$ ('H)r~:l?!'J.D.l b~lnkH tor priV'ate 'b11.s1UtHiJS It to any

6'l'oa.t ext(;lnt.

Theold.$t :fUnotions or a oen.ta~l bfiXlk lmy t1erotQire be

aurf11rl!:l;r1~td as tbllow$t

«(;l) oontrol "(ott <n'aalit iJ'ltPl'l;r m1d :llltGrt)st 1"(1'\;$(3 in the

OOUtlt·nJ 41!

(b) (J!.U3tOo.y ot tbl oOttntry' a gold l"QBorva for ~\l:lttl:tng

t.l$bts n'brood.

(Cl) GutrtQu7 01' the cafi'lh l;..t'Ul"rY(;$ ot t-'J.l otb~:r bfi1~kl.h

(d) 1'0gttle t1 \In of the nQ tEt 011"0113.,0.ttOIl 01th~:r b;;rba 1*lg

tll.. $OJ,t. mtnk f'J'!' :Lsgtte O~ 'bF b0:tng tlua bMlr: whioh

1$$laS tha g1?'~at0r pr;n?t ()t the eOtUtt1'7t s Q1~oul~~tlng

nottW.

(~)s$:rV'1oe as th~ tiaoQl astmt or tho £~c.r1rerrtmlj[lt.

(t) .OQ"'"'oP6.'t!'({tlQf;l wtth cOl'ltral bantte Of· otll.Gt> oQl'urtr1,a.

to)," !JU1"p(~$~a of t1nrj;nc~:t ~nd E)oo!1()r.ato st~lb:tl1z8t1(m •

. 'rlw:J:'tTh a1"$ l'rnny Qt!w.tr ftltloti one W1110h a~n t:t'f~,l ~i,nlt tnuy be oll.llad

on t Q 1»Jf'form (l9.J!~~n(lill$ on ~lG ~l<HjnOlld.() (,,~velopment Qr the coun:t~;

but for the l>:t'eSell t those :mHJlad alDova wl11EJuf:!'1cilh

StlQhin sn.mmu1"Y tQ\J?O till':) iJ'ba1ntunctlo:n8 Of a oQnii:re,l

It ramn1ns ibr 'iW to e~lanoe briefly f;l,tettol! of these in

In th.e first; pl»,¢$, 1;he ballk 1$ (l$sign€H1 to cH):Q.t:rol the

8\11'>:p121'of erGdit. tlond the lntGreat rates in :ttf!i own tlOU.ntlWs '!he

tltJUs,l method, by whioh it ilt'J()01111111$l'ltlS thia eon'trol. ie;l 1"'a1$ln6

or lQw~rln~ the rfl1:H';) ~t whioh it w'ill 'l1socmnt short (l~,te .1')r;!,p~re



4.·

VJhl:Ul thEi oantml b~nko COl18 trlerf::: tI'Hlt tll$ (~omJna:.r()1~>1 bf1llP':'~ ar~

$~nd1ng c'tfJu1t too ,..~pldlY'f it rale&s the discount 1"at~j,\ Tiu~

b~k$ l.tpout1nd1 ng tJ'l~unfjel"f~$ t!rl.1b3t\t)1U~d t<) ~, h0avl~n." (11lrt1"~$ wMn

r$a. U,HiHJtmt :1ng, -.111 r~11EHl thELi.I' OW1'1 'U.aootUit fit tes. NOVl CU1J.2f

tl'lQS$· OltatOrtfitl"$ .• viho 11$\1a c~$a1t the most. am1 mV'C;l tha tt!tlst prot....

lttA'ble etnplQ~~nt tor l'uni1s, (UUl attord to bo:rX'Ow~ 01:'Gdtt is

co;t1:trt'i~t.(l m.n1 bmlzf.Jlf.'UW #;llow$ don to e, more l1oX'Dw.l l"u1.al. ~.nk

lOQ:n1ng dQe~ not ceaao but 1t b$<;:01fiGS mort9 C:~ttt1QU$f! :l~xpansion

of Oftd1t 1$ obt(jj.nad by lovl6r1ng t1l.(j} dlsccHUlt nlto fi1.nd t~Jil.s

~;&ktn~ nlon~M${1t,~.!,~

:tb~ (H~n t1"al ~lnk U19,Y not pu.'nep:a It renlit'iG. that o '1"0d1t

1$ b$11'lS <t;.litp$11d$d too nipidly., f}..ni thtitX'eto:.re dotls not ~tGp

"n~u.1d etop It,, l.U'!til '1';00 ~tt:h ~'h#IJn 1:1.11 'thehanit (wn do 1$

.ou$hion th~ t~l t:1 blt. If it 1$ to do an~th1nf}; it ra.n.st 00

~,bl. to 1'1$11) tl:l$ otm:r ~:nks lnf;l.orw;ltJ tl,l).{ll it o~nnot dQ this
,

tUl1tHlS ~.t hfild$ ll'1()st ot:it~ PQwGr in t'~U~$1'Ve and troots ita $/o~ornmod"'"

$,t1on to bM.Jm &i.Ej an $~r~!3ncJf' nl$t:u:Jtt:!'·~ onl,.

13u;1; tlw ($rk!l}'t :r.l(t t~ of ~,n:t{ir~BtoonnQt ~l1W(iYHbe X'Q1s$d

or low$;red b;V th$ bfu'll¢ ra1a111~ or low(}:t"l~ i t8 own d1sam.mtl"lltt0 ..

OttGtl. o~n mark~t 0l')Et;ratlon are n0C~H}Sf:1.ry. In ranny O~l.$Gf! the

QOlnmaro1al lnnlts rfn7 be holt:tint$ l~r!~$ 1"eaGrYGI3 i),nd. can ttllittl care

ot t.111 their loans tdthou.'t t11& n~Ht$m~1ty of retliaomul't1.ng ~lt tho.
u01'ltral ~nk. &l lnal"$~$~ 1n thG r(;){lj aeon.nt rate 1~1' hl~ve e.

slight mor&.let.teot on the bttnks by $how1~t wmt they will have

to flJ/J{ ~.f. thGN' fjl,rE) toroed. to l"a·ditiH)ount l.t\ terti: If hoW'~ver. the

bf.mJt$ do not Med <this \~I!'$trr:ng'; the .of;nltr~u ~\nk ffl.'tlt.lt 0&.1"17 on



'.'./~
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optJn (llI!t)l"k$t ()j;)Q~t1t1()tl$ 61'ldG,1rtem.pt 8(lfAa }n~a$ll~ ot e ont~l in

tn1' W~'1.

1'h90sn t'1"o3. l'nlnlc. & t f1.ll til:fl,Q~, holds a, 1$.:r{1:(i$ &ttl1Ply

ot eeeur1t~$. oapacallW t(ltet~"U 'bi:U.s. l;hf),'tean b$ thrown on

tl'H~ mu:t:tlt t1.n$, thf:J sel$ ot tb$sC:) ~.()ttrttle$ (i.bsQ:rbs the $U.rj}ltw

lQ~n~bl$tlUldS. ~ o~:rG1ttl ban~. 1:(" thGr {I.(:)f,;l!:re to

r~kG turth~r 10&n~ .intW t l,orrtlw tror.tl. th$ e~lltral ~nk: $)u1 in

.1h 1$ wq the dlaQt1l.tnt I't\ttl ~li! t;h~ tl~$1j;'''d&t't$()t. 'l."l:w 'lhlllka.

f1M1t)jgtlA$~ol'V"$~zn.lbjaat~d to 4» b1t.$hor ra't(Jjl vl11lpas~ thl~ 011

to :lts ou~t('lmer~Md thtt$ .01:'$111 t j. $ oon1i:ta<ated. The oppoa11Hi:t

effect 18 1-$ it wmn the 'b-~nlm litl;V4ll saQttrtti~Uht O~adit a (t1tptl,.l'lded

'b00tnl«i.., tthe ~nk h~ thrown In:r£&f!J (r{tan:t1t1($~ -ot f1iimo:r 1n the

wl.l"ket~ whiob flolHI into th~ oQmr~;ru1f),1 btllk$,.~EJ ()~ntral

'bam.k rnu$t$ll(l~H~WlW to ao<rumulu:lt9 a If.t:t6~ flupp11 of m~rlt\1ltabl&

$$cut'ltl~. d.ttrl.~lSnolw~l t1n:la$ 1~d be 1r$ll;1d, for $t~h ~Ui~I!t6rgo:no~.

In a l~,ta~ ~lft~pt~~ Wfb will d~~).l mo::ra tu.J\111 wlthth\1) q,~$ttQn ot

Op@t1 nnrk0t postttlb111t1El-s!,:n C!UlfJ,iflfl>..

n. a{t()(;};n(lpolnt with w'h101l we daa1~ ~elY. tht1l btJ,.nk

{,\~ ooat()d1~~n or illw It'1)ld r~aervea, neEld-not oeoupy 'US Vf;l'X'f long

a.t thS,$ titn~. Mllnh Qf tiM gold resorv'GS of the Qom.m0:tc.ti.nlb~w

and ~11 of the ~v~:m.m~t a1"ta h~ld b1' th$ btmk~ rThe m,ost ltso;f"u,l

pttrpos(:) ot ngold r06erV$ llea in ita availabi,11ty fOl~ (i)xport

e,t t.1JOOs w~n th$ o1!d1l'UJt,~ ~~ttl ~llEm.t of 1:nttlttH;,t1onal J~1mtJnts

t'b.;cottgh 1:111.) to:t:et!n e~oh$t1gij r~t'~ts has be(H)~ 1nad.$quat*, to meet

til., <M.ll"'X'ttlt Qul:1gnttQM o't trade f;J,xul gfiV()r.nUlen.tS\l The ('H:mitrt:~l \lo,uk

elHHllfl _ a.bls to mQbl.11£l~ flJ.l th~ ffiQXlllItt,U'11 gold or th0 oou.nt:t'7' at



i~ditlt~ n()t1a~1I if th~ ll()ad t]tr1JiHUh C~!1tl"&\11rqa.t1on Q::t~ the gold

rfJEH:>:t"V~S t:~llQW$ tl1f;l gold to be 11sed. arc;! a.st~Lb111z:t:ng agent In tM

:tore1an E!Jx(Jha~aet ~,m as {1, rn~n1n$ of' It''t>>d'~G1ng tba costa, to 80VQ:rm...

menta, of their tor&1gn (lebt $tnt"Vl(l~th, It 11mI' tt160 bt u'$sd .~fJ

S\\U)llX":U;y tor loans OQntX'&(rted in B.1"o:r~1(>.::n COtUt'trJ. we nltU'lIt not

fo:r,e'b tb,$ 1m;P03:"tant pl$,c0~ld holds 1nthG "ttletnlUJ ~l$t,:tln,$t thtt

Q$ntrlJ,l ~nl$ 110t(1 l$Sll~.

All cQl1Unel,·o1a.l 'Dt:tllk$ fitlo, 1'n~(Jtsua17 to ma1:ntE'tixi ~

cortain ra~H'l~e ~gt:t,ltl$t their (l&;po$1t 11~bl1tt"e$$ltd thel11' o1ro11lat·

Ins nO'b$~h ~r.t11$ X-O$e1"Ve nli7 notal\'fny$ 'b\) 11014 in tHuah ina 'b~l'dt'1$

own vatuts, 'bn,t Ul$i1 _ a, djJPQalt w1 th~ or a Q),e.lm ltpotl. €Woth~r

bank. :But t.110 );"(JSGl"'V$- mast 'be aVt~jla'ble ~tt tUi(U1J lno~s~ of nt:ttil(lo

Innq:r:mal t:bm$ .~ 'b8JlktitHls Qll:t; Wll~t pEnfot)n.t~~~ lt~ l!'$S"1:"V0S ahou.ld

bear to d.po,$;11; ~dnote ltn.'b111t1~IU'h." :ant fJ.t $;olll,tl_ th~ ¢:ted1tQr~

of tA))llr't:lau.1.ar 'bBnk~,J.oet1 oonttdflU1OO1n it ~;tJl:ld $t~.rt(\ run.

1'13e )Z'Gaet1V(i)$ will €?OO%ld1$~\1)p~a~. rAn», ttll,al~c(un1ne; :1n from bO'X'rOftl9r$

1$ :not of rm.1Oh h~lJ> baOf~USt th$ 'b(1nk l'1t\$ nr;rl.~;{~d the ~tu't'1t1es of

1ts lOttu$ .0 as to :rtplan1$h onl3' :rLom&J.17 d1m1nlftfh1t.!g nse':tV$a.·]

I{~~lbQ'tl1"ln¢J 'OO.llka ~y not O<HJl$ to tha r$$Ol1.6. t'or tsttr tha.t a

SOtlf;)X"4U bstnk rtl11. r"~l7 a 'tttrt, ~<nd they VlOttliJ, n(ted thal:r full :mu~~n'.

, to 1f4'J1 o!'t their own cred1 tara., ~. blJutk tha;rettu:ro 18 a'baoltt'telw

h$lpl&s$ unl.$sa lt ean ol,td.n <lash. t)torn aOm0 d1$t~t SOttrCUh

'!be oentml 'bank oenp't'ov1dt1 th$ntlH~ded ;rea~rv0 of aa.ath

Under Ii a~nt:ral n.'ltnltmg nu;erve phJ,n et~oh b$}:nkonr:d.E\H~ onlY anou.gh

money fo;r its dt:d.lrtm J'l.S$.Ot1oM nnd dGpoal1iG the re~l1nd$:r ot 1t$

:resene with the Qt)utn:tl bank. A <HH11am,l r&$GlllV'e au.oll. t"s this mn.;y



11$ a,bl~tQ wpplV eough CU1$h to stt») a )t\lftOfl ttnw ind1v:Ldual

or lorulil~up ot 'banka. It if:! Hille to ~~a loons to ~lbe.nk1t

the ba.nk'.d$:pO$lt~d :C~;Ultn.·V~1l ar$ 1lW'ttftlGl~.nt.Ul'ltl~~t111$

ra$~l"V$ J'1lf§.U OOt1ttleroi€:l.l ~nk$ do not ~~d to ~1ntf!ltn ~ltl:rg$

~ 1"i~HSE)l'V'e a"tt vi:n~n the~ fJ,,1rG dv1ns bU$1nas~ ~$ f1&~,:rtlt$ unitga.

'r'.nl$ lower 1"eS$'1,.,e rGq~i1:re~nt ~.a1l11H!i in t!1C;U,"G €toot1ov11cal banltln,s

.~nd bGttar 'lHn~1(H':t to thG l)ibl1(l;l\

~() o.t1"~lbank lnmQatQoun:t:t1$$~1iJ tlMi monopol;r

ot tbt n()te i$$~" In. ~-~~{!H~~ )~i:l:r:e tlUl b@k M$ not tJ'le; mouQpolY'.

1t $ho uld t':ll, t l$Q$'t; }w.V~ Q s1:I.l''t101ant a,moun:t. 1;'ol.nt1va to the total

Ot1:rNno~ au;pply. to fjU;llStU~ tul ~d~(rt$.tf) e:l,ttUtGnt ot 61tl,$t:f.o!ty. In

t;h~ ee.:r17 $tf*~EJ of! oan:trttl 'brtnk1.llgi oont:rolQf tb,f$ note 1ewe

memt. in ~tt$ot. oont:rQl of 'ij110 (fr(u\t_l~not(U~edlt. .At the

pl'$e~t tirAEJ fA Q.$pO$;i.t vd.tb 1;11$ o~nt51 b~lnk ,u tll$ f¢~n 1n \!ithicb

rn')$ t 01'$41t jJ$ ft4vatin~ t~ tho ~m.hc0r ~n1t$.

It 1.,;; the dl~tY' Of tbE)ctmtral bank to a:ttem»t to atab11is$

'(';he m01lti).t$:~" $ta.nd(l~ ill To tl.oCQlJlplisl1 t Mt:1-1 t nlu$1; M"~ tIM' %1101101''o1y

of the l'H)t~ls$l;tfh Hot ~$ 1.~ed 11: /.J4$n/tl_l l)L\nkae,'t"$ ts(!tn~r~l:ti

both awnd ~ltl(l ~"o,et1aj $Qltl1.dl1fH~ll b~1~ l[~$8tt:rtKl 'b~l thQ o\)nu<1t1ottS
,,,,o,,,,,,~

tU1JIG:r 'V(hic:b thO' 'OO,nk.; 1$ Q:t'~nl'llzed and OptlX't-t ted. \ 'X'he o:lrQu.1r-:r,t1Qn

1$ (flU.tEl tllastl0 'beee:rulJo t~~ not6s a.:re j.Ewu~d nga'.ns't Qonm~r,'t¢1ftl

;va,p.ar wh1ch l%1O:reF,;.Sf)sor deOX,&~,8 emln volt~ wit 11 thfJ amount ~t

'b~ in.,,$$ b~';h'¥J dOll$. T,h~ 'be at t1P0 of tHUlt1'81 bank no'fH!!$ ~,:r~ tlHU:lEl

1e$u.e4 Ut $xoh~ilXlgo tQ1'" «nmti9,;'o;lD.l pe,·P$X',! pr()v!d(fd it 1t!J bt\ok&d

'bW t:td"ql1,&:t$ grold, ""'$$I!U~'V~~ E~nd by -&; aQt~nd unit j,ntol11gGnt )/Q11tl1
\

with :r•.~ to r(td1s(~()nn:t S fJUd 10~U:iS.)1
.//"~



!h. o~t~l llal1k shou.ltl, t~ct tJ,S t1~oal $.iS~t or tlte

8"Olftl mrr~n1h In thifJ :tf~apect th~ banlt hea a w1dtl ti~ld Of opel"at1on$

bu.t l1imu~ b$$tt1illtu.l t () :U.mlt the a-ooomrnof!$;'t:i.onlfi whloh 114 givGs.•

It ~ t~dtlt~ ~U: t~ banlt ttl 1n{t-Iu3ge t$Q"(t:l:~tr1ent t.looOl:m:ts. butlJ!n$se

O{)nntUlt~d. \\1'1 'tn t11~ n{~tt~~11 ttt,bt !tnt! ~t $,SCllStQ(11£m, Qt tit.,. govt1m

lilt;ftlt d~O$tt$.Th~ae dfiljiluslts pl:ac~hat the b~J'i.kff3 tU,apoaa.l l1 large

:fUntl{1j 1wua,11rr w~:th,(ju.t ,tt1.ta":I;tl'tt1 ttt Tl~ b!\nk 'will J,4an OJ;' f!~k6 adVnMGS

'ti{) thll ·iltlw.!fJ~nt on. ~ oCt aeotlt'l'EiJ'.. $.tuih~l$ treafJ'tl'ry- 'b111~. ~.nd

1t $.$ If,tll'bbor ~~{l tfri (l~t};11n $hl):t~t t.(A,l~$:~all :f,11 it~a 1$Sll~d or g'Us;:r(m:t0~d

bl t!l.t~V~~l$t1.tlt 1tlin. lllt)S"tftf)lt'tt!;''tG:t'}) 'tlltt ba.n.k tl $11(;Y\.v(id to mak&

t\ttl1l!~~~$dVtl~ll'Jilt$ to thf! gnV~ttr.I,f:tt$1tlt U$ long tlB t',li!W d.o XM)'t; exoeed

t\:t'1~fJd liml"t ()t tl~OOtt!':j, t},7' $ e~'f;1~ted ;t'lVtlt\Ufl3 Ill~1~1:"t $,11 th$

fin~d.~l 'btt.~$.'I~ ~ tbe~oV0ml1l,(!)nt :la. t~~etlto:t~d tbro~hth$

~entmllmn.k.

~ll\nk tl~ it\$.;~1~t 'lt10 gov ~rn\"ll&nt trnrf./f,\,illso1y In th~

~tt~:r of :tQti~ t~";l.d b<'iflt1 l~mllSt b(tef.ttt~H~ of' tbelr lntutltvtro lmowl$dg$

0'1 tl~nc»J.(.'t~f;M'l1t,1Qtul tn tile (It;11urt%1'!i! na6 ~,d""1e0 Of th~ a~nt:t'al

'bank 1$ b;' nQ f'4$~m$ the l~tl13t ot tilE) bane:t~1 t~ 'to l~e (t~:r1Vt1d frota

l,m.~il M 1n$tltu.tj.on~ T~~ tlL\Ln); $11<')\11d ooa.bltl to l1ttgel!i:rt tho g()V'Elrn....

rI1Gn't in plf!i.nn1r~ i.talJ r.aQnata~ PQ:U.Oir.. Ii.. id,·$Q In.tt:n~e\~l$tf!V~1:';l t ham $. gref.1.t

(.jpp()~'tun1t7tQ a$s1rnt in. f[Jtin31' d,1tteNnt Wt~$.

~1e I1tlt V0 llt')Tr1 ttTn v*l)d ~ t i;l po:Ln t wh1ula lla$ ~(fi!}:1vGel t 1~.thor

1$ :r.oe(H..ln~) fit gx>er.'t,'t (li,!)alt)'t ~tiH$~'ltlon. :n.iUlllJ1V 'tillt"li of (}t)""oper&.t:1on

'be'tW'$l)n Otlntl1'il.l 'Pankll to:t" put'p(~ti$as ·tt't ri1na.nnit),l ~(l ~,hl(.)nQrnl0

et$.lU.13.~at1on1lt n~ (lettH)t\Contare:no$ ~m'{l t'h.$ Wi) rld HeO!lOmie fh):nt'erence
,

lU\td th1$ thougl1t 1n mUlt'i wll$~\ th~f ~$oommf)nd$d tha:l;; o€il1t~el ba)d~$



ot 1s~m.$ should. 'b& ostab11sbed 1n. all oountnoa t'ihiab <ltd not at

presont PO$$tulls&uoh an 1MtltutlQn. This aspeot of f~uGntral

b~mkt$ ao t1vi tl $$ is n~n1 but is d~velopltl6 oon$ta:tl t17 and proml$e$
.k'~~">/~·

numerous bentnta tQ Mtl0Ilal weJ.l ...belng itn(i lndttnt",,-. V131 worklnt$

togeth~rt th~ 'btltnl~ can taQ1:U.tt\1H~ tl1~~Gtrt.t VOllUOO of in:terna.tlonal

~vment$ betV1SGfJ. gO\'fa:m.ul7:int~h A tl:un:ough knoWlt!JGs0 of ltl~l!k~t 00ndlt....

1<i;n.S ellow& the ba.n1m to QrX'HXtga. thEHS0 payrn,Gnts with tll~lG~l$t(U.st...

urbi).UtHt to trlSl.da an{l 1ilon$1' ~rk$ts. It w. a~ to httVq~ tJ., r$atol~at1on

01: thE) 6014 $tlmdard I Vlt1t must bav(lteO~op0:rt1t1on O$lrtf6en C011ntrlea

tmd cent~l ~nl($ Oml. t'b a groat deal in 'thl$ dl:teotl()n. Unt11

iVa 1l$, \'0 con(u~rted. QQtion bytha 'blJ;.nk'$ ~ thero will t)1,lw~~$b& some

:tl$k (l;trt;aohad in holding $t~ble tor.~1gn <.m.r.renotes as tl16 ('}qU,l'trtl&tl't

or (1'Q:kl tor PtU'1't)S0~ or mB~"Q' tl,ga.1nat note lS$l:\$s,.

Tb.e J~nk otIl1tam'i,tlQMl SGttl'GlIlMtB WtlS C71~oatf.H\ to

tanil!tete the PA ~o:l.'lt Qr th& la:rga w~r debts 'btlt u.p to the j;:rrasf!lnt

t1nlG v~:ry lit tl~ hna 1)$(\))1 b~tJ!,m e.bO"..tt tilia banltllt It VI!).:;; tlla1den

~t th.~ t'1f~ t)~ t the :a.I.S. would. S+'!li'r1'e EtS a world ol~r1ng hous(l~

. lm.t it ]y.M) :failEHi to r~o.al11"e up to expeotcii;1ona.

1J:1'1ore 1s no &u.bt t:h~J.t t't 8~at d$EiJ.l ofJIn be eoool'l'lplished

all ~udh lnat~lt1on3 to t1J.rth.~r this- ld$lh ~e1gn e:q>ortsoould

be 00 111.'1116 ted ri1O",t'O $(ls11y, £U10, wi til $. g~t),tar 600l'l0nw 111 the use

o$: gold tit oent:tnl 'OO,11kshcld deIH)sl tfil vl1th anoh otb.ero 7h1a is

b$1r!€~ <lQn$ 'to ~ oerto,111sxtent in J]larQpe at tM ;pr~$<mt lilme but

it 1$ to btl hoped tmt't 1n the ftttu.re fA. g~eater ltegree 01~ (}O-opentt1on

.,11111,a esto,blmhe(l among t;l¥j o9nt:t~1 bankkl of tl:e world.



In thl$ ohapto~ we l1.f:iV'& b~10tl;Y o'U.tlln$t\ the pr.lno1pal

f'Un~tlons ot a cE)ntml 'OO.nk. wlthQU't at:t~m.pt1:ng tlnq ~J,rgti1oont$ tor

Gr$,atdn$!rt 1t. ~1.,''lHrt;r~ 18 a~p."f!iW,t dealot buaineas QOndltcttlHl b1' et

bank. thnt wo ba1'() not lllent1Qned, $o~of whlah apply on11 to

('Sorted nooun'br1Eltth t'.b.t dQgt'$$ of eoonom10 adVt~n(t.lutU'rt plltl~$ ~
"' .- ,

gna.t ~rt tn 1;h$ detam1na. t1Qn 01: a o$ntral Dankf $a,ut1;rit16fh

Bltt 1n a sel101"a.l wq the tarGt~:tng dtS(ftlEUl1Qtl outlines tb~ a_In

tiu:tles Qt a OEm. tr&.l ~nk.

It ;l$ the purPQ$~ of tb.1$ wort to COlld1dGlr ctm.trd\l bank...,

tng n.ai.t OO'I'i$$miif Cf:'-4'l&':la 1n pg,:rtl(111h.r. Wh$n W$oofu.tic;lQr the

offeots that t\ oantnr.l. bnnlt w111 l~EJ.~)on a nount17s1lall 81$ our$"

nitny d1t't10tdt1es flf,)."lll'. Xt la v~rg f;lfUlJ'1 to GXp0.ot too )'Uttoh tl"om

our b~llk fil.tlt~ we must b0 oa';r~tu.l not toc:d t161«:1. it 'f;()t) much until

VIe hSV6 tnvi9st1gatGd te.cl1!:tl;$ tl~t Cant.i(laoaJ'l p:rov1~'.$f()'l' th$

$ttffotive ttlMt10ning Of: (:1 cootml banJtil> The Dttnlt of C~l$,d.$ 10.

'tihEt ~$t11t of' muc.lh th0uttbr. Oll tho fH.l.bjf}o't. nnd wamue't ()Qns1d&X' it

$,s th$ best sQlut1Qn to:r ou,X'$ootloml0 p:roblltlfll$. 'lhe tU:.l1&$t 00'"

()pera. t1on. on th$ :~~:r.t (It thG GOnn.nt:trcd.ttl ba;n.lte e.nU the c ('I 1mt'.t7 ~s

a Whole. 1$ n~(Jded to lnf;t~lt a $l.¥H)~H;Hi{*

filth the$$ f<p'f,vrEJ$li:;«tl Vit') o~n !>:r,-Qo....ed to ~ elOtiHtfatud1

of the ·Oanadian s1t1.u.\t1on. end tha pQssib111ttes tQl~ oentl'al bankinG_

In the next empter W$ l:lho.l1 stu.dy OaXHHi1m\ ba.nking:;: t:rolnlte be~lnnlng

to the p~.$.nt 4&7-



OlIAP~r~n .. 11•• .._' __ I"'. 11l'ilW .• .• _ 'l __.'':

·11'1 Q.\,. $tttqQt th~ .Battkitlg S,... hi OfUl~d&$ t11., tact

mUltt b<t l"~Rl'b$rd. 'blul&t the s7fatem wa,1$ not madt'l butrat~he~ Me

'be.n (7"0111$<1, It I•• 6~'tlWn up 11ftill the oountry and through cuot'111

4$Qfnul1~1 :t'$v!s~onEJ. of 'tiM be.nk1n.s laws!> 11fl,$ 'b~61l 0o:n:b1nl.Ul117 1tl

oontm-at wttl~ tue 'mq:tt1);>~ntf)Qt Oa,Md.e,t$ aJ:b9j;l1~ oondit1on.tlh

"'Thee~rt$r9d BlAllk$'"

Oal1Qdlan 'ba..rild,llgUp u..ut11 1861 U6tld not r~6~:l.V$ muoh

a.tt~ll.ti()n, btt't 1t mlght "$ 1nte:r$st1:r¥t; to ~lote 'brlefly its evolution
'if:- ("- '),'«',j;j

up '0 thBipolnt '" \~ J;'l\$l"lod ot onEl hundl"~d and fltt:r...t1va ye6).;-t,s,
l{

wlle n the QOun try 1nUl Itnown ~$ iN.,,, Fra.no$. VItia a penodof 'ba.w'fter fOl"

tb$ lnos't p&,rt, furs, whSfJ,'t anti tobaaoo being a,ocep'tad QS th& iQedlu.m

ot QXChBng~h iVhtlnth. govGm~nt b.gan ltlE.Ht:11J8 cb11g~tlo:n$ln the

tom ot ffordonne.n00$,t tl;nd oard moneY' it W~ a gr~at ra11et. trom

~ .tr~u~bt barter s7stem. Th. govamnl$n,t how&vGl" n.'bUfJ$d. th1$

pr1vl1~g$ Md th$$$ obltgations deprGoittt~d vfJr'$X"ap:1dly. 1:111$

Wt\$ Omaut';\t ~ first taste of tiat monQ1' istrttOd lS()l~3.Jf on the ored! t

ot th(t 8OV~)m1l'l)n:t Nld tharQDY theoou.nt17 10f:lmed a leaaon on th.

&vils or mo~;v 1sstl.ed tn th1a vm~. During the next tltt,...tour

years steps W$rC) ta.kan 11 t) p1s.ae the flnanotlSot th0 oolony on

Q.! att~,bl$ foundation and the Uri t1sh liJoVfJrnf40n.t did tb.lt9. by EUlJ'ta.'bllsh

ing an $~.u1ttl,ble atrndaroot V£tlua t tor tnt variOlas 001ns which now



become ourrent. fJptU11$1l 1110n~ waa 1ml)Orted e,nduaed fo:r the

~ment Qf' tht} a~ and th6 ptl.r@ha,3t) ot publ;Lc S U;Pll1Ies4\

{i$P~$86rita.tl VEftJ) varnroont (H:U~ 1n 11,lQnd thQ first $..ttompts
./, ..

war<i mlldE) to f)at~~l;L$h banY;Jl Of 1smUh .

aQt4e·y{farS leo tar t • .sritl$h gove:r~nt 'beoQD1$ ll1VQlvad

in th0 wtJ.:r ot 181~ With th~ UrL1ted States. As nlvfEa1~ 1.Ull!PItl.$ in

nn$' tlfa-:r. !1),srea t dea1.ot mQ:ru~y wll1en~$d$d and ll't~(P$ had to be

t~ff,~n to blOrQil.S~ th~ mtlTEmu;y. 'i'l1€i Jrrm:¥ B1l1 of'rioe 1;'iTt\S ~Gtabl.1sh$d

by Aotor l'Gl"l1s.m$nt tttuJi bills ot v$.r1011$ d~nQ1i1:1natlona wiWX'$la$Ut7d.

~r.bls 1$~U$ wan l"£1Pldly tibGor"bod 'b7 th0 ps(')pla_ be(JfA>U~$1t \ftl,$, .. .. .

bl"Ol~ht out wlth n "'1. of prompt red&lnptlon... Betwe~t.l 1817 ... 1867

tb&a$ b111$were b$~ redtamedand ~$mov~d tram 61reul~tlon and

the:t~ W~$ !1&¢}d tor some sort ., ourrenq. In th1s])IrJ..()t,1 the

first 'bttnks £l.ppaflred audin M~ 1.817. the Mont1'eaal 13ank W~!Ull fQitnded

to rGl1ev$ 11m pr1.oo1.p&;1 1)'us1n~aCfJntr$s * Moni);'@a.l ~'l(l,~tte'be(h

This b~k w~a$h\)rtly fQllow0d '07 oth$:\1$ tl$t~b11$had lmt.ia1" cha,1"tors

t:rom the v(;01110'\18 pr9v1no~ ~ llhUU1"$ 1825. t1v~ batllta ml.d btHUl

$$ts'bllmtH1.. but th,er$ \'fl11s~'b$t)ltttiEt17no a:f.rteJXl:pll roo,dEl to h~vo the

clun."ters un1tQ rm ~u:ti too,taw or th~Qla.l:t8~S ()ri~~l:n(\tEJd in a total

rn1(iH'Jvilt'lf;pUon ot th" fttnntlo1'u$o:tt a bank.

:I."h0$~.tUQt1()n beoM1$ very lUlSftt1$taatorr '''hen Purliament

bGgan rns,k1ng ti\.ttempta at bank1ng legls3.iAtflon, lamh 8.~ th~ "JrrG$

Banklt\g Act tt end tho tll-rrovino1v.l Note Act.IlTh~ 13n t:l.sh {so'V'~rmA"lOnt

stepPl&d. in and dem(;¢lUStl th~1-t £1.11 legls].(tt1on 'bear1n{;;t on note lssll$,

~<nlt1ng. t~nd 'the like $h(Htlcl reoeive the tr.o~l E;l,$$ent before it

became tffect1v$. rn'!$ Y'0tl.l\::; colony natn.mtll]l refH'Ht't~l(;l this restriot; ....



ion bu.t $ 00%1 1.e amad to tl,p;prfi) c1 ate th0 ~u,1t1e,n¢0 ot riper a,nd

tnQ'rO $xperleno0d ju.~~ntJt Jl.h$ 'l1lia4) action on the ~l,rt 01t tlJ.$

Colont~~l offici¢) $'1"0<1 th:~nti(lt1 flX}tll 2'nEJtn1 unoo'Und f~nl dm:~xo:rQ1l.a banldng

theo1"1Ga,

In 186' t th& Itnp$X'1fi},l Pt:n·.l,1~,mt2tl t pnsaed tbtlJ D'%'1tish

North Anl~n:i.oe, A(lt,OQllf(ld$r~1.d.4l:t th e :pl"ovine~u$ into th$ DOf41n:1on

ot O~umd$,.It WlJ,S :m t1U.U;tld. th~.t the bt~l'1ks mU$t b., n~~:tlon~l.

l"£A,t'bG:V tl:atf1 1'1-ov1 naJ$l in OhrA:rt1l0·t~:r. It t~$ if W'$'i'"0 to (11s6!un"ge

!1'lOUJt etf(i)otiv$ly II liht11r n$,t~l tt\nQltlowfh 1'h$ ~rl1~ln1ttHtt of

the new Dominion tlHnn~t()~~ b~Qam~ th$ u~olU$lv~ ~Jx.tthftr.ltl tolG6....

1a3A t$()X). ~,11 roo. tt~:r~l ~rtnil11ng to _nk$ nn'1 b&tlltlne:~ o'ttt'1"~n61

nnd t)01tl~$. and llagQt~"01& ins trnm~tth ~')l~ f t1ra t (.lompl'>$'htUls1VI

l)ot1l1n1.Qn Bank Aot wa.tl l~$aed 1n 10'1. embody1~ thti ol~1$t fea tUI'$$

ottbe J\ct 8~ 'liW'~ nO'l!'i l~V$ it. Uootl2r th1$ aut. ttl¢) lltln1mttta e~p1tal

of' t\ bank \'illl.a ;t1;;tetl a,t $};OO.OOO t> otwh.:toh $100,000 1'lftd to l}$ 1~1d

in befor& c()nllmn~emf.t4t of 'bU$1n(i~latand &.$$c·.m.d ilOO,OOO '.'d:thin

two 16f~rs. tl"b$ ;note U'JS11G W$,$ 1:tnl1:~ad to thoa.n1otm't ()t~ th(J

IJn1d \11> (HL\p1t~W. £d'1dstO(;lkhQl,d~1"s war$' $l:lbj~(rt to a <lol1bla :U.ubili:t7

cont 1n.U1n~ to 'be v~),11d wrs n tb:la:m~.ra$W0rl;) d1apo s$d of ld; thin a

month of the 6lWl)$nslon of sp$€,lle ~1)l1~lant5. ~rhe l!1vlalou ot prof1t$

in ~iinY f01"tl1 W'tlG 11m1t ad 't 0 01 gh 14 po r <HUlt 1>O:t7 !i',:.nnum 11,1'1:t11 ·tbs

oonk IW"o. &. l"EUiJeWElJ ftmd eq~ l to 2.5jt Qf i 1;8 oaptt~l!t )~very bent:

llna l"O(1U1'tlttd t Q :reee1v¢J lts own not~tlitit p~1.r, I1nCl in tt~llY j}~lym.ants

du.~ it. 'but wa,a rl3cIl1J.rGd. t Q :'t(,)d~am1 ts notes in aJjooie or DOl'nln:lon

r:rotCUJ unliT at $xprEfu!:lsl~7 <1a$!e;ne.t$d ort1oeth '1'h11'O WGt>$ no ;r0fl0"~

'rGquirEmGn'ts$)tQEtpt the,ttb.e ban.1m W'~l"e to hol(l ~tt lEH:ust 1/' of' .



14.

t:h~ oash ra$$1"ves in pOlD,1nion not~Hh All bank chax>tars grant$d

or ~1i:t$ndad Vl€1re sl1.b3eot to this ge:tleral aot and no cL11arter$ were

to be EJia:tended 'b$~'ond 1681.

(The Dotn1nion C0:n't 1n:11~ d "n a P$ :r1od 01' slow (lH',,'Q l'lomio

p:rogt'ass t:rom 1861 to 188'; andthj"l"tr 'be,nk oharters Were i~s"!led
. ",

resUl tjug lnthe format1onot SQnl0 twenty new bankS ..) X:li e. ¢ountx'i'

Slleh 8,$ O~:u.a,da a $ys'tern wa-a n$$dad. tha.t wou.ld )?arm:tt the aan16

'ba.nl\:~ through 1ts b:ranohes. -bo l1ndet't$,k~ theccnnplet{() t:1.tlanoing

of th0 d is'trib'Qt;;' on. 01' BOQd:s from one end of the OouXlt:i"Y' to the

other. 6rxl~ :tlUJJl.ba1' ot Q:ran,cnes opera taC!o 'by the 'banks 5.1).(}raa$$<l,
,"'-~~--,.

trom 3.47 in 1868 to ;3'; ~n 11384 $Jl{l ""heir re~QU1,'oaa inot'easad.

gl~Gk'ltJ.;y" Towam$ th$' l$tlQ of 'this period a 8~neJ."al d~;preas1on

0(; en:~red w1:ti¢h WI;l.$ $~rvel:el)1' felt '.n Oanada. Several 'banka te.iled

and. ·the :publie~.\n1!'taredt ~$JH~c:tn.llyth$ no tehold6:J:"S;) Thitt brottg'ht

about Q$rta1il erulngee 1.n the Bo;nk Acrt w11en it \'-lea X'evised ;b1.

1880.

'l"he praot1c:stl cp.t$s'tion b$tQra the co'tmt!"y a.tthie time

iX1ViJlvgd. t11e $sClttd.,ty ot the not@ J.asl1t.l ot the banks. ~$ no'bes

o.f CH3:rtai. n at'!. spl311<1ad bsl.!lks hatl no t be(:nvory promptly red.eemed and

in the merult:f.me ha d p$s!'!H~d to o.oons;1dera'ble dis coun't. involving

loes and inc criVeni ono ~ ·to the ho lders • In the new Aot, bank

notes 'Were n~Hle the first charge on the general a8s~)'ts 01" the

ba.nk. wh11$ the denominations of bank notas were tiJl:ed f,~t $;;.00

Apart tram the a..mendmen.t with regard

tonoua issua j the a. () t did no t ~mbody maxlY lmpo:rtant new oJ.v:u.sas •

.A1!KHldma1ta ralat:1ng to such IT.I.$.tte:rs D.D~ givin.g a,pel'son reoeiving



J}~~nt$ t:t"Om it banlt the :rl~t to a $k :ro r Dolutn11)n no t~s of one

O;t" t. (lo1.:htr de1l.omlna tiOl1$ to thet ~xt$n:1.i of t1f__ dol1Q);"tJ in on.,

PQY'!n~t; 1nu1"t1Qslng the prf1portloX). ot ca.sh ~&$$"e$ h\lld b,. thi:l

bnnks in DOlntnf.on notes from thutT th:r&~ lind one thtX'd to t(n:~t7

P$I'()~t; e,nd m<>:r!$ d(tt;al1ed monthlv t,,,tu,rn$ln Qrd~~ etc; $how mOXIe

o).aa).'"ly ttud,r tinn.M1al po~ttlQb. w&r~f!tonle of 'liM t$ain1~~$ ot' th.

n~w ,.\ot. ·Th~ aeotl()Mdealing vd:th 10anlll on. w€tHhou,$~ 1"ece lpts mel

'bl11$o:t lsd111g WG~ 'brond",nad nnd tha \UlsEl of t;b~ ti tla nbta.rtkff 'Was

prohibit 0d to oth(!lx* than chJlrt~tt$dbanks.

1hedecQde bO'tW(t$ll 1680 ~),.ttl 1890 prrovod to 'b~ Qn$ of

general st~6Mtlon. e~(HI(pt t'Q3'" $ tmnpol'e:t]11~nd boom :t'n ~Tt:~llltQba.

Sone of th.,banllts1:r:tvo 1"${1 in tlli$ $pt)ou:bJtlon $ltftl!));'$d ~0va);,Q11

{rut the ~k fa1J:uTat;; ~1J.¢h 4a~n¢ig~d thtl gC}Ix;:ralcrfidi,t 0'£ OMttdlnn
. .

l)ank1;ng. mos.tl~. ·,toolt p1a.OEJ :lin th$o14.r '1'o,.1n(10$. H$~VY lOtUJfiS

W(i.tM Jl!utferfHl by th$ ~h8r~h()1d~r$. d~po$ltors and notEtll<.l!t1Etrs" In

th~OllU'iJa()f th~ ISJCol1.mlG$ ~k of lIQntrG&1. 't the no~h()ldGr$ W$ft

u.lt1nlfa'tGly ~1d 1n full. 'but tlw d~pQ$ito~s andQ'tht1JX'cfit?edl to11l

10$t tully one ...th1rduf th$trc]~lmjh llll$ ~1~~ltiti'~ l~r4Uk Wtt€J fo~cad

to Q1Q.ffle 1. ts dOQnl tn 1801 tu11 little mO:t'1!t tlm;n 101> ot th~r o1alms

W01"0 r~utl11EiQd by the ljM$:ra1 o~(llto~. !];be l1atot banlt fa,11urtuJ

towards the tm:ld ()t th~ dece.d$ Of 1880""'0 prQ(lu.oed 11lte tt.~lm:J.$

g1vi nss w1th ret·e:raOO$ to t h() _t$ty ttnd EU't:t <dtlUOf o!"th" Ot\na-d:h\n

'b:l.nk.ing 81- tlnh ~ rav;t$lQn of Uta :Bank Aot in 1890 1noorpornttd.

\V1th NterorW& to enanlne; the 1~:ro1'4pt l~ed&r,nptl()n Of· ;n01HJ$

01' a ercl.$pen.d$d. or wou.nd ....u},) btmk. thta A.lJler1oa.n tbnr1o$ of $. redamptlQn



fund. contri'tmted '07 m11 .e b~ks in prOpQl"ttUn. 10 tl'ud.)li'o,u'lal1:Md...

1ngn()1a~ i~sU$ flnd h$ld \1 thEP 8OV$mm~nt. W~~ proposed e.nd. a.doptE.'d.

l);h1$ lnnoVt1il on wu 1no lUd$4 in tht nttW A~t tmd. known$.$ the ;Ba.nk

e'~o'tile.tl on RederqptiQl1 Fund. By th:ts p)j)vlfAlon tll$btL~nlta W$~

nH.t,u1:N'd to d_pfJ$~t with· th0 j;I1nletGr 0'1 1r1lUlnt'HI), f1"V$ ;par Q$nt of

ttr~l1" ev(~:ra6& y~rli! no 'fiG oi~~n1atlon and. 11." n$(i~$aa.ry ttt".t:h~:t

a~H.~.$$n1<:n _ tHmld b. ma.dth :X~ thel1(iUid~to:r. of ,Et,fnU~ bank

df,d tlUlt t1:r1"fl\llge tor 1$10 ra4~m.Pt1Quot 1t6 nQtt$. they W~j~ to b$

rttdtGmed ottt of tb113 tUnd.~'1.b$mln~lUltl ()~ipl t.f\l 1"$'lu1 r;'iHl to tJta:rt

~ 'bf.:tnk wa.$ lEitt at 1500,000 'but tb,.~ &ml:>unt Whiob ~d to bepa.1d 1n

wa$ mls$d to $I;G .QO()~nd this ~wount had tob~ d(tpo~ltett w1 th

the J'!MfUHi ~t:tnl$t$rb$to';t1'Et the balfi.koouldoQool1$l1GH$ inu~1n<JEH'h 0 ....

pl~nt $$ t C ia~d$qua. t~ .p~~t. lrfi"je".~ :0014 bJ' the bana WIl$ onu.

f4Q1t~ QUt. In trout t bU:b tl!aw \'0'1"$ ~l.bl0, a~ u$~l. tQ d~mQ:natrat(\)

ibtll;ftttl11tw' vr .tGr(ll~W a !illnlm~ ,,"ea$""$ U1l4$1" th~ tluotu~~tlns

(,tQndlt1o.. ot th$ not~ 1$,SHW. d&:PO~lt$and c'U.51ltH)U.nta of O~ad1a.n

'benks. Ft'H).11itleu3 'Wer~ e;mn'tl*lld ~n8bling thQ 'be:tt~ka tOfJ.1d to tt

fl:r~ tH.l1" Elxt"nt tllt:\U rOlfr.li1$rl~ in tb~ Pt"~dU.~tt():r! and d1Btt'1butlon

or 8<Hld15hli ~$$ctlQn, ·~th$ Aot p:ert!t1nUtg to lO~tts on WSSfi'.hOllS~

::tttltU,Pts and 11111$ of' ltl-din.g W(\}l'$ r51'1g.Hlu1 t)\,ud, the 'btl,:nks 'fOr$ a:u.tho:r~

l~(4dto lend to ~nutaotl~tt'1J on iiH~G~trit7 of ~)!)d$ ma.~il~a.ot'tt"d

or prO()11re4 for lmtn't.1.f$.o'tUr$. but $.o:vr~e$ to too ordl:r!fl.:t'"1tt:t:rn'1E~r

·or~rlou.l'tmrl$t t on ills BT()Wi1'l8 (trops We):r$ not :i"ecommfUl1d$d.

At th$ 114= d$CHllnn131 ~vlalon. Of 1;he Act in 1900 the

O~d1t't.h D.anks~t$ A$$oo1tl1.tlull tollm$d in 18'2 wa~ ~~tTen ottlnlal



reoogn1.tl0th T.h18 aesoolt\t1on haAli proved to 'b~ ot great mUh

During. pl'aGtionl1y the whole p~rlQd :from 1900 to 191'

Oan.a.dt\ i1njoyed ~prt}eedent.d eoonom1e d$ftlQ~nt with th$ resulll

th&t .~v'$t"alQJ~G$ ware ~~de In the~t bcaf'()1"'G th~ ti+tt~t :'rflv1$1on.

In 1)904 th$ pOW'$r to 1$.~11$ nQt(9$ 1:n:B3tlt1tib oolofi1rHl wa~$nla:rSf!)d

and tn 190$ the l1m1ta't:1011 Q-t bEtnk dl~o()to:rat$$ to t~ tntlunb&rs

wa$ r~oved. Dtl3:'1~crop-lllQv:i.!~ a~ason th~ _nit n()t{~ ell"Ql'i~,tlon

\'Ins :tlQt$11tt1o:1$ntl21 ~J.a.$t1u to ~ul}1l Ol.l1,'X'el'U.l1' tl0e(l$ ~() ,inl?o8

the Aot linS am~cled to pemlt a l,lsidt iHJ !6$$UG notes in $XCi!J$$ ot

,tt$ ~ld up capital. to tl~fm'!out f)t t!t'''E}ea ptit'r i}$utotlta

¢1QiAb:i,U$tl rast t"lU1'1 t\W M1m~!:red _ld 11,) oK4p;ttal •. tln:r~ thl

p$rlof! Oato'b$x> 1st ;'0 ~lmtm~l ":1$1;. ut th<:) tUtZltt1$ft.r. Th$S_

&:lO~$$ i SSlU:l$ we~$u'bj$crt to 1.\ 11va per~~nt p~r ~,nn'W!1 t~tX, so

the bft3th* woaldt\ttl:J31pt to e~ll in this is~nl~ ~U'jc $QOl'l f\tt~r J'anutt,ry

'let. $.os pO$$11>1$.•

'Itt. next 'tanlt m.ot :tNJV1$lan cJ1d nut iU~ ple,()(\l until 191;

In at'tMtlon to l1t ££r~t. _n;y 11l1nQr bmng~~. th&oh1$t {'$.fl1~ndniente ~d$

in th$ aut at tIlls 'htme W$~ {l)tho prQvl$j.~n tor s~rehold6rt"

(t~ldlt. (,a) 1h$or~l;t.tiono:t Qent:m.l 6Uld ~$$$~vt$; (,) thElJ provia1on
. .

ot ~dd.l'1Q~ fac11;ttiQsto:r mnkinll :L(}~,na tOtnn16:ts ~,ntl (4) mt:~k1ng

1t ~(H.lUH3$.l1' t 0 ~ GCU1"'e the (H:>nstnt of' tb,$ ),i1n13'ter 0 t F111D,no$ 'befo:r0

a n1tU."ge3t oonN so· th~'t\ih.

In 191' thtt DQm:1n1Qn 1$$\\0 ofc'tU"ral107 WtU~ 1?a.oked b1 ~

~$I&rVe ot 25it In guldor glW,1"tMl'tf&ed debfltntu1'tUJ. tor tlH~ t1rat

$'0.000.000. l$$utd. OV$r th1$ llm1t ~11 not~$ 1aou$4 r&qu1rad ~

lOOji gold ~$Serv~h At thG basbln.blg ot tlte Wtl.:f in 1'14. tbt:)



(18.

~'tt1~1,. OOver&d :b.lsue 'VIti$ 3:'fJ.1$ed to $';O,()()O,OOO. Le.ttt1~ on em

18S11$ ot $16.000.000 was Im-d_. 'b$.()kfHl '03' l"n.fl~ $sm'l1"ltlas 5\l.$ir&n....

teed 'by tlUt Dominion 8OV$r[lment, and $10.000.000 vt~~~ 1sIISutd 'W'lthou.'b

~O(lv,r. In 1'17 (ttl 1emluot *J>O.OOO,OOO Wtl<$ lnad~t() :t1netno$

W~,1" pur6h$,$e~ hl Coo'ul,da 'bttt t1:l.i$ ltU!JlU) t.'baoks(l b1 ImllG :tialTjNl.ulr.~~y

13111$ \V~$ in dU .()'u.r$~ l1qtd.d~t~d bY' jinJ1Mntl t':t'Qti1 'the j}ritl~h

T:r.'tltt$lU"T..
.~,~_N""}

\. ht the fi1()~ltl1.portmt:t; (1h';'"ng$ in 1l:l0n$t9.~1$t't\l.01H'lr$ VI$.$

th~ 'l11E.l.tlo(t Ant patllfllGd in 1'14. lkm2f tru.foGQUt'r~d on thttebA\",t

i!;\l·~tt ba.np ~ t the lH}g1nn:b~or tb $ W~'r an(i tttJ.Ql1 ~:ttl vn~a 'td"th~lrBvnh

l1 t'tH;,l1ng ot.f'i~U1al$.l panio »:l;~tJvtll1tld. th %(rttgl\out the ($ounttr3_

An(l.$Q on A~$t 'rd, ~n O~de:r"In COtU'lQjJ. W$fJ l'MM,a$(i 1lU'htl~bl tl1(J

M:tnl$'ter at l1ntu!J,o. ()O{l1.d na.ke~dval·"H1Je to th~ lU:ll1Y...s, on 1"liJee1,t

Ol'"i'jpi'Q;;4$·;~~~;l'tt tUM. 1J:b(j J11nEu-'G ito'b was p~~~Gd f;!1. 11tt;1~ la:t~r
.' .~_,~:._,.,y.",.._,."o"."".,.:·.",.._; •.C-"""_""

in the month nD.k:t~¥l )X"0'\11alon fcQl" $'t1.011 an ;lean;$) of l'lQt~. The l1Ct

(lJ., ~·t!Hnpo~I"f3d tho Go17$~Ol" :i.nOoune 11 in tirfi&$ ot @n$;rg01'HJ1 to

~:t1 'fi1'1():t":1 ~$ th e oh8rtt1${'Jad ·t~H1k$ to fAa~ pa.1ft:ll~lr1t~ in the11'* own not (HI.

lXUft~e.d 1)1' 1n (bold ()1-' l)or!l1:n.10~1 tlQtoil t ztnd 'tQ i1$il 'tIh$t~c111t~ot

11~ll1ng exo*l_s not *1:1 throtlto;hout tb~ 1'~;~(tl" {uld notl:.n{) ~)17 (lu1'lng

t'h,$ (jr01f mov1ntt :pG:t:1od.

Throughout tM war t\.1nl t~rl3' JO!\'t W8.r ',Per1cd $~tel.'l$1v$

U,lfil$ W$.$ mad.. or this Aot f~,nd in 1'19 lt wa$ oon'til1U$(1 foX' tOll.X-

:VGt,1.::f1ih Oont; 1dere:b:tJI 11SEll 'lNQ$ 111"ida 01" tb,!$ pow~:t t4. lesll. Dr.nn1n1DXt.

nQte$ 't.Q the ~.nk$~1J$t,.tP1)WV~d seotu'.lt1a$ and in 192' the

Flmno~ A4\11; ~ nmde fl ,P$1:tJ'lfU,,~nt :p0.rtotthEt Oana(UanFlnt~no1al

SY$lHlnh So Ca~l€Hla. f,l,ltl1ough .$ }~.f.iJ }:w,(1 no (H;n t 1"$.1 btiH~lt. has :riot ll00n



:tn 'ti).$ d~erotwp()$ltt()nof b01~ tlolnpl~t$1ywithout M$at)t1G

~l~n:'t to her Oll'tX"f;UXlY_ The ftxtanct Ant works $imlJJx.:W to tltt)

3't41$cottntl~ of ('H)mln~r(tla1 ~par by 0en'tr{;\.1 ban!t$ Out th~ $,ulOD

ott\$tt)$ htlrt ~,Q~,,,;t~,,,~t."_~"'~t~.Jl:i1..~,,,~9ri1 gold. ~~O". to
" ~-. " ,~. M "·"/I',«--.,-.,••"·.".-,.-,~;.o"",,,,_, '.>"h,·'."';," .......~_".;" _._'_ c<:."",..-,,~~>_... ,,;...

b' )$;pt $6tdMt nQta$ 1.ttt'utln thilil l.-nmr.

~f.h$:rG wer$ 'Vtt!C,'f tGW ot)).$rehqe$ in tbe Beit'flk 1\'0('1

~%('Hltpt tl'u~'bl:nl'U fU'ld 1~'16 ar.i1$n~nta 'W$rt ~d$ with nU3p00t

to l ...u),d.~.~ on <It\t'tll$ ~ua fo.r ths purtdt(t$$. Qts$od g""tl1th . Th.

b&.~ toltQ\V$d u.p t~ (ltl",elo~nt ot thta oottnt,..,. un<l t<)st$,b:t:l$h$d

tl"~ b~-noh$$ l1htl:rever JQ13s1hla. In In.J thG ntu:f.lb&:r ot b1"a'ne:h.ea

ha.4 !:)tcmn to 2,,&41 ~a eQlnpQr~c1 with10S in 1900.

S&otlon 88 of the A~t ~~qn1re$ P$~.P$ ~ lit~l. mor~

stuq th~neOm$ 'Of ih authe r~. 1"Xiu al1ow$ li, b~tnk to ,}!lttke lO$l,n$

tea CI't;S'tOIOO 1'" on th~ tlew:r111y 0.1: wnmht,!,n.U,$~ in h1~ pOBSetlH:tlol'h

I bmk w.tll neVGr l~nd undo*, $$otlQU 88nnlf,lss: it 1$ ~,b$(jl't1H.!lIlr

oertain of ih0 hOll.tHttt:9' $;l'J.<1 $3tIJfn,'"1.ltofS iJf th~ ~1U'tortil!t~.

In the Bank Act 0'1 1'2;$. theaha.rehQld0r*s tJ,tl{~it pro",

dtJ1Qne WOt'G st:r0ngthenQd t'omd annu.al and n}onthly ~(rt't1;s;'Ua elttbo1."!M,t(~H1

w1 th the tld<L$d 1"oqu.1t'$mnt 'tMt ~rtw.tern8nt~, otcont :t"Ollod ooropat11.t1$

1n the D.un~$ of Wh.lnh ntW part of a b~;n'kt $ opC!t~at:i.()ns ~'S."o cant.a

on. mllSt "'b$ furn1t4baJ4. Regtll~tl()n8 rG6~~dl~ loanswar() ~melldc,t\

&'1(1 {\t1vMoes to ell7 ott1c$)."'oro1,erk of ~bank oouldnot lJ1e t~:r8,nted

in $x~~nJ$ of $10.000. fbia $.ot with u.tew ~11 o:h@.u~es .toe 1';)10

una u.nd~Y.'" 'ltlb,1e}1. th() ()In rieftti bt~nka now ope m to11 vi1 t1\ 1;h~ t~111u.re



of the Homo: ~k in 1?2lt p~1t1$~on wa.~ _4t to$' e.~vG1"nraent

:t~pe~tS. (In'by an e.lifi)n(b~ntln 1'24. . ;1Jel'ta~m1 obtM'tSt'1S mVflJ'be$t),
"-.,~.. ...,.~ .,.~"",.,,"""" ~-.--","".~,,.,.<., ..,,:,~- 'C'_"_' '~~~.,.." ". "'_",/!\.~._"_'''~'~'.~>~:;,.'__ '.'"" ,~, >-<._~t-,; .•w._~." ,......",,., .,.,-:tJ(._"~ ,. _ ...... -. .. - .

me,d~:Ln t. fleW' iv.nltAot of 19;4 ne~~At~l:tmitad b11 th~ ,stl\b11trthm~nt

()ftb",~~!?,~pt .. (l~da'iJI· 1d~u:t··1roPQ)tt~~1;q~ .. t1l9s'.,~i'~Jg~l?lt:J th.,·

~~lb"a~H}nt at ban~ fro hol<1 ~lt l~~~t~l 1"9SQ11V{h ~hl$J1 tEll tb,e first

'tlmtl:tn(j$,J?..Qdfl t:b;~1 O()jYJjtlll ;;:0161,,). b~lt:~ llf,t"'$ lieet1 r(~'r(l',:t.. t\'!d ~$tt.i.:tut.

to llQltl fit. j.$6~.1 rU0n~if 1b$ note Watt. t;)j,f.t 'l.~~ 1$ Ulh1Ml r~p€l~,l$d
._.~_. '-"~"_"' '~~._."~~~""'''' .,,,,,:.-..c'-> ."-..;......_~,,..._..~ ".;."r. ,,~, " "";,,.•• ,••~:.~~"-;" "~, ''''-;,~" '''--' ~ c"'-"-4:,,--, "-'~'",'''-l" .; '""" h_,.",~~,".~,.;"_,;..,,,,,,,,,_,),o\,,_,,.,;-,.,,,_,,,, .•-,. ,~.- -,

~d t~uot~nl·r4 t-h~ btvtnktl wiJ.}, iJ:t.~d:u~ll" ll~ tal~n 01.l,t ();t~ ~l:rf;l\ll$tl()n.

1'tl. r_lntt4it1,j'lt~~g"a()ttnaOt~Mat~n~1~t$lnfjlf·,·b·_M·h

'iu;\rnkl»s (ten bEl tU1Jl1nltd U.p ~:ua to·l1owa l

(a) L~6$ ~$p,ltal bah;tltt\~ilQ;b lneJt1tmtlon. ~e (,H~tHjn'l('!f~s

Qt th~ SRi,ll<Hlt '.nc)}, ~ll~:t'$ in tl~g$~t.n'lr1tv wld,•.«.\

~:t"s.e./$:p1tWtlt\ttQrdtJ.

(b) Unltr of po:U..~~ o.~. th.~ lW.tt ot th$ ll!)ad~l~~' mnk($.

chtr~· a ()rttl¢i'~l ti~no!al:p"'t'10(i_

(~) l'OW$'t' to tq,rd~1!~v{'t~ b:tfttnah w:J.tb (\lm,>le ~N~$~~V.~ tot'

.lnt~1nl~q.()r.~~ittl(Jr~d.1tb~ m.e~U\$ of' note lS~tl"S.

~ re$OlU"~i,;Hl (:if th.$brfln<.tb 'b£imt ~r$ VfilJ'~:;j {\'td.ek11 &.nd

1:ndettnltel&f ~xtan4$4~

(4) Un1fQntlit;rot 1iitoX'fH'It rate tllT(n~;'711ont iJh~ v;hol$ cou,ntry

wtlich 4o~u~ not va.rv more tlln.n 1 {)j("2 ,P0raan t 'be'bw0en

tlu.- ;l~~e()lt le$ of tl1eE~f,$t ~U\d 'tiM n$wtilr to\1J'nS Q.nd.

~(tp;ldl1o~~1J,di~Qitl~$ot the West ..

(0) _IH~%'1J $llperv1tllQnb;, 11M (Hi(Jnt;r~l Qttl0f:l pr~V~llt$

b{~d bankl:ng,.

(1') iranoh$$ con b$ lnfJ.1nt~a;bte4 in loof,),11t$,i<lS \'jfhot'o t11$



Pt'tt1ts ot thf bu~1iM'Hi$ f:'r,nilcl nflt ~'lU't!.t~ tlH) ~f5tt1.b11$b...

m~l$lt <>t a $~~m~ ~i!1k;w1th j~nd,~~ud@nt~~'Pi;te4:t.tI

A,NfllW Ys)rk~J!lt"* ",atp.J4~",' of-the -(1t~Ettlf.&~'bf..nJ~~
," ••_.,"C',. _'~""" __ '_'-;'__ "'_"""""""~ .. - •

~iW$ '~m.,'~~t;jIIJl~d, !'tfiJftl t 111. th1$ ~n»r...

Pti'f/f'I _fiNl ·ft- n.u $y$t~m tllQ.t ~l)~~6 010 tl~J.Y e~n,~gaa 10 the
1,..--"

b$at $.:tt1 b,..()~d~u.t $~11(l1)l1t) 1(!rH'i,l$of ).al'l~1rlO n{n:i~ ~tte~ {~al,rlllf;tttba.

t~ t«<;t'f;1Jt;'td .$ 'L1t:rgt'lfJt pttbl!n lUl~tlm'fl'tQdt\t!Qn81 n~ ~ttftf( ~.i"lt)pttd.

't.o lM'(n~ s$tlte tt'hl11u.t1ol1 Of ~$lU!'Pl~~ 'ba:ttm00$ ~t 'thJ,~ peoplt;

~"t$l nont1J b~t1i~r Q.uf~1~.f1Eld to mUPll~ the, ddl1 tl':tc;t~tl1~ ~v~.n.t~

Ox tl"$d. fllth'4!l a~t'\1l Q,n,d cotl,Vti;Ct\;lQnt ~1~~:~:r:.i~.a'~ng ;qt$(U,~.tt~1

~(}lltZt:rt~~t1 ~n}f~~ ,~-~i1l)ttti*" 01t1l' b~f,nlej.t~£ 1n$tlttttlons

j.tl O~nada.. ~t'a.l"$ ~{f$ n;~ll~:rmlf~ t)thl'llr~ '(,'1'$, th whioh \'1'$ ~a.n Qnll dtaal

'b1i~tl:f U'i. tI),1'$ 4b~l)t;(n;.

1?3:'1o;r' tfJi l,a,'l.~t'n."~ W'$:t*fJ t'tl~el$~t.;$-~$ ott th~$~ 'b$:rdt$ nlll~1Utl11 (a) ~h.

PQ~t O~:flf)~ ~v1:o(~1 :aa.nlf: 'tl.r~h.l:lf the Jt'Qfil't Q:tlio$ I)~:pa'rtrt)!.,·r:nt ~d t

(1)) ..,~.nomlnl ~l i:lav1~~'~ :_1(~

~1~~~ t~ ~ln'~ W~ita l~e16~~ont$d tn l,a,. ~b$7 ~~~$lV~ d~po.1t_

~~n1 pm,;r 1J'ltfllrf$trt fit ~b.h~ ~{\},tH1) f;}i'~'1~ 'b'ltt ~ not p!firf.Q;t'ill the V'f:t,~~.et1

tlt: t'\met1JYl1s t~t; th~mlfn:·te:tQdba~t.'\\ doth

1'!~$~ m.n~ a~ :tMt1ttltt<H")j) tor tih~ d~pt)$11H.ot~\laVint~$t'i,11i are

Q~ r~ted'" tht.1 ,PN{flnou"l ~VO-m.mM tf;, at JJntf~1"1() ~.nt.l A)J)~:rib~h In

,On,t~t,r1Q th~ tnnds ~GGj~11''$4 :flit: tb,tHa~ bt1.11kti $r-t} U$~!H:t ~/'lrm,)$t t1ltlWluaiVelf

t\'):r f1U$.M~ taral lQans un~)!' thl7J ~~:r,loulttlt"Q,l. DEnr~lo:Pil1$nt Act.



J.''''';'\~;O~t.l.aa~~. ,1d~lt~"""
- ..,8iM1. ij' I \1 .. IF 1~' _,__ J~ Jeff. lIJ.iti.t. _r o _ .JiI. .1--1 _.6 __.

l.~r$ 8.~. tll()lmJtlt'a.tloNt o;per~l/t1.:ng W't,d~;r 1;):1$ \~~'b$O t:~v1.ngf$

~k Ao"_

(a) ~ !t()ntr~l Oity !il.'rJlDllt):"iGt.

(ll) ~ Ol'd,IJ·$~ d t JlG01JJJUd.tdt Noit:rt ~M d.;~\\~b$l)#!

b$••nk$ ~ft "brQW!;ht t:md.~ »Cirao1J1..e$111 .im:tlar '1"e~twi(ft"()nl

to tl:H)l'f.~:P'1!111ne: tQ t~ C~rt~;t'$4.;td~it ~:lr «Qt~ro!~~l

.nk1ng'btla1:n~$attl3qtt1. 'be ~11atl:d ~y ~1"e e$$$nt1$lli! t'lQ~Vlj)4'J"f~

"n~~

4.~~!1.\tR02~it!'~L~9Jl!X~~ta~1J?J~~.~_'-)~

~~$Cn.1se. PuJ1U1$.l~.s a:t~OtJft(ilt<tt$~mQ~e!nth.1n1anrllU'J't 6'1 tl\1:'f~r$"

~'1 sen~ ~·111 1~{t oltl:r to a)1tl:r$1'lQ.ld~lf~~ w)~(JllaV& tb$ 'J!1€:~t t)t

ll'#.t,kl~d.P0$1t$ U'ftt);' anrl s.bQVtl tlU\ fiJjtou:nt 0.1: thfit:r~~X'~~h '4.'t.iJ1 will

makft 1.~8 (fa flr,.t· t4Q:t'tlr,t6~ on tmntny~blG p~peinYaJ1d tn addition

W111 r•• lQe,nl.()11 tl1~ prEilOnfr)l $uour! 10" of th$lw~rilbEt:r$.

5.,"'''~. ~o.r.'I~.liUl~.t~~2Iatd.~th'". .._~!pjN/: __"r(<<im41,i1.~. ~J !tr._l~ .. r.• -.L.if lrnr" .11, Jt ,,~~~~

....
!r.oo prlnal-.1 $;U10't:ton ofth~$~GQtJfp$.nl~$ 1m tht lmtdl1¥;~ otnlQt1$1

on :raal ~·.tt~*t!h Illaddltlo)1 'fit 1h~t:t~~pit~ tl'.!.~ obttJtln. tl~$l:t'

tund_ by 86111ng dt:be;n:ttt~es~l).d X'$C$l",i.ngiGPQ$ttIJ. ~t oom~n1.s

not S>$ $;:(tltfato.l"$. t1'l\$t~ell find ~~dm1nl$t~il.tore' lU\{1$;r wdlls or 'OJ'

a-ppoln:tmfitlt. All th$$$ j)()m~nl.tJ :a._$st toX' the ~)'~()~Mtof th~lr

el.1.MtS. 1n$ho'Xt o't' long ~O~l loe:n,$ Which ~f o:t' f~f.1 no1; bG~rant ...

~.d 'bU th~lth,.
b41t1 lnst1tut1oM w~tl'tao:rpnlf&eli to ta.c:f.l~:b€f,t$ (l.gr1<,u.ltll~1 (}r~d1t.

ny 1'.16 pre.ot1oa.'l1J' t,11 th$ p~1ntH}$ bad onab1.1liJhQd aou'le tJ:P$ ot



l'f.ll:t<ltu:ttoa 1a) gX'~' ~lt'orm$ of ()red1. 1f t $h()rt,1ntQ~dUtt$ ~

lc>n.g't&'X'ttb ~e ~,jorltl .,1: the pr.tl,,"n~.:h'tl lQ~ tam ~n.d1.~l

tl6on01~e MV~ b&f;tl l-'$pl$.()ed by tn. Ofine,(U,an FQ1"m Jioa,n ll~~l.$t~bl ...

1a~h$4 In 1'1".

,,. ;;.>BIR~~

J~B3$nt1tl,1,lY a. s1.ay;tr~fi\ ~,Jn~ dfilJst€&n~d t()$DOQ'I,ll'a~ ~uhl(l()l ~h$.:tt.'17en to

~~v~ \"1 4G)ualt1n, ~ O$rt~n $'Ullt wti~kly. 13utthelr t~tQilltl&$ $;re

1:10t ~ntLar$l;r 1:tJ~\1t ~d to tJihl1d:1"'••

~~$~ ~~fj'f/.'Jr' t$W ~tVf.tte '.-n'f...4t'$ In \18n~~~t the )?TtH3Ct t t:LmEa 11

L~nll $.'.t"~~'flltilt4b34 'b'tlt 1fh_r f;1.:r~tn Q()ttt~l.l ill'at)t1~~ onl., .ftnotG

Uo &'I.tt~pt "6 b~lHJln ~1(10 t~· WOtffl \'ht3 nd6-qJ~ofot

1fh.~ .nk1n., t't).Q11t tt~~J ;'f;~ lm.u ~a()!\omlc ~n~11tion$. tnOelltl;da~

1~1J1J will l)(r; d-oml twith 1nth~ooK1,: nm,p1ii11~ vfb$n W$ aQn$id,~ Wh,.

~; ()ilm. tml bank htl.m become ni$~~~S~17 1n tllfl ll()mlnlt111.•



/

~e Royal Oomm1~slonwa6 al)p~}hlt~d()rl JU,13 31fJ'b,l"3.

l#tostlldy tM O):'6Hl1i~~tion ~a ~:rkhl€(; of otl'Jt' tl$11tHt~ebnl').ki.n~ tlJ1d

r1l(}net~ll'" $yet~nnt. to ttomiu,\1J1" th0 fa,:r~mants to l' alld. a.gainet tt (Unl'"

'h:al il"u~1;ltnlt1()nfi),nd to l~k:e ),-+ootifntT.v.U'.lJ:lat1on* tor rt"t)v1.trd,r~o:r $11pp1.....

1'!l$t1'b,i~ Qltt' $,xi$1i1ng 'banltlng ~:nd iJ1Onetn1W l$Gi$t$:cion~fj

It 1£'1 not ~Qttgh to $~r thin t thl oQmn11s$1 on 'w'al$ $.ppo1ri.'t$d

'to st"Ud, i,Jttr eoono)1l1Q :pl'f)bl('.lm$, Wt\) mu.ataonaid~:r tim t lroU{{;ht about

·thi.~ iu,n"'Gtl.$~a 1n.taraCist in Qe'n·~3tal ~"W;lk1t14h In 1914 1)".'11 .. W11t..1e.

l~'1,"~S id$\t \')f.·(~hl() :tm};)l'):w1 fi1 j3a.nk~tat ed ·PllO.t the itin~ 'W'ottl d Q()l.'ft$

t'ftU1tll Vftftada ~'1(m.l{t t:ilHl 1tne{Ullam~lry to $fj'tal)11$h a. 'bs:£lk of %'$"'"

(i1$~Ol_ ~m in. 1918m.l:'.. :t)(Hr!.~litl t\ V1()....~..e$1d$nt ot' th~ nO~t.l Bank

mach' 'the aa,r1$ $t~J.tttr4~nt. tJo thtr\t via $~Q thn 1d$~ of tl. oant:ral

:tn~t1tn.tlon tor -th1 i\;i.O<H:U1t4if 1.$ not at all ru'!.tw.

"'R~it.() 1'1,..$. ~~·&.ppolntln()lt t,..

In Ohapte:t I lt wna j;lQin'tHHl ttt'lt tna t 'the!'(; h~t~ 'b\?HHl fJ.

$tl'l{}n6~ nlov\1iuoont in ]~,u'UpftJ towl\rde ~10 Gst']l,bl1Bi:mlont of C~ntra.l BIlUlks.

:tt 1$ not ~ 06SSG,j;'y t i) :t'~I)41$.t tnt) :reQ (~l'lltle)'ld:€ft j,ons t;hat we~'$ ~d$ f

au.:!'t! 0& 1t to $filY 1tlat etll tlOQ)lQln1c (~nt\motH~ta:ry a'Jn.t'()j;,elHl$$ havs

advi80d the ilJ&ttl11tf up of »t:lnk$ ot 1$$'(1$ inevaxy atmntl"'Y. th~7

havo :fou.nd 't$W ~dVQoat f:i0:ln et\~,dQ. dna l'l\td.nly toth$ (:>xoe11$»11 btmk1ne

$1$"tH~tJ1 vih1Qh we possoas. ~'!6$a r$(1onll1Qonclltl:uloll$, t;tltb.()'ttgh th~y 110

(h:m.bt()r~ltlt~d tH)me tlt1'h't~$t. WUN not enough tQ'brlnt~ Qn Ql~ in1f$$t;...

ignt;lon$l1<'haa th(;t ItQ:9fJ.l OQfllln1$s1ou <londu(lt(~d.



Tho world has b$on passing throu(f)lt~ per:tod 01" doolining

prio('ls and tH'jr10113 lm~.Ulpl()ymon:t. It seams Xlf.l. ttt1"& f03;" 1>41101')1& to

plaoe the blom.e on ex1et1pg 1:rlSt1tu:t1ona and E~t gr0flt l1'JSny cOfllplnlnts

llaV0 beon made $,gnlnstour lmuk1ng a'1stom. lJtmy or tho aOQU6(;i.t1,ons

W$rE} VfJry unjust. but tha1."tl 1s enough troth in theta to mnk~ the

btltlm rs teel UJl€H1SY. . Otn- ~1.nka n.tl.ve been o:pa:rtJt@u 011 SOl.tnd and

oonsarva tiva line S ("1(.1 t h.01\1:t"01"El in bad t1rJ1Q$, they lu'e oQlw1<lorad

htl;r(l an,l unjuJil t. Pa:riu:1. pm they ~.YQ,b~H~I".. t.Q.Q.Oa.':lt,1.n:w~'hbl.l.t.th6iJ 'mtVEt
_.-__....-- •• __ ~ ......,~.•o"<...~~....><."-.- .......,..--';." ....._"' ...o..c,. -~. •

given us the ~e~,~~~~~Y5~l~Qb.th,G..,lrn1tQd .St!.ttGs·bfJ.nka .d1d:not 'u.:rto:rd.

Tho seriollB bfi.nk1ng c1"':!.ais suttO!>~tt bW- the United 8tH. tOll CHl.l1S0d

GoondUJl1!il to q:lltlst1on tho sOluld.naS$ otCHU' b,mko fmd to inquire

v#het could be t:KJntl to help ~tto:t.. oQnd.1t1rmJh

().t1$ wheel Of cm:r monat~iJ,ry rm.ohlnery moe~:v$d. a {~ra$.t

deal 01: at t Gut10n and anuGo, Di."'lUo1.1' _ tho F1:rlaooe Acrt", The op:b'\1on

in Iitnny q,u~n"ters was tha t the Act had not i~1"kGel n.N rm,tlaf$otor11y'

'ijfi-It"'ni1t1,;~ht ha'fe and held not t''ttnet1Qtlad in the lOOl1rlar thtl t CI.cent!'tJ.l

br~nk p,rGflttmnbly wOll1,1 in protooti.l1iir thElt ~::;old 1"0~m:M1'O$ tmd 'tht~t it

c1!.'Cuot oont1'O 1 or r:a..'too{~$ ored!t by 1:'aislng or lowe:ri~ 1 ts d1soount

:rtitafh 'rha €lll~sn'tion wns Intl.d$ that in 1928 the (}b!'1,!·to~d 'OO.n.ks we:r

wi thdraW111(S gold :tUr Gxpm:t t1u(1 mlnteln1ng their OW~l !'<U1H'H;?trea by

b01'row1lU~ under the t.xom$ 01' tho J?1n8fl('HJ Aot. It t'u).,solaimfjd that

it a cMtral bank lm.d be$n in 6:ld,stunce. this would lY.\\va beon

stop~d by :rvialng the :rate at which too bonk wonld he,VG mad$ a.UV£Ul.OU;ti!
. . I

As a m~1.ttGr \)1' fRat, the (d~, rtore<.l btitnks wore not if1volv~d in allY

(m.ob opsr~.l,t:1 Otul'h



Th& main oppo~it1Qn to th$ »"intiin<H~ Aot is tba t 1t {lo$f,l

Il.ot 0.0 nt:ro 1 () x'adtt • The QX'tjt'l.mont used 1atlm.t the 'l~a61,sury Board

(:\,:t'o not btlnkara nni the l"$fo1"fi) wa:t"e not$ft1 alont Ol'H,:n:tgll to OI~~at&

fi;,tr:r~)(.it1V$;Ly in Qtl.l~b1Xlt2t the SlXHntla't:l:v() me.nill f,,1d.ohGl3.1m11~,t$dln

thG cr!.fJ~s oll: 1?29i1l It 1$ pOlr!tGq Oltt tht:\t u.nder th~ t\ot the

btlnlts oanQbta1n :tttnd,a ~$dad~l.~~~.~o~~~tthe deluan<la 01" .

'ht:te1mas at a lOVf0t' l'"(:i,t$. thi!l~l th~ oan-tml bnnk would h~lvato

ohal"ga in orelal" to OQns~:r\1'$ ita e~()ld l·OlH.l:rvat 1hij con:t1.~ttl b~nk

O(1!11d. <ntr'bs~h eicH,);J$ ~~ultld.on lit btuJ1n$sa as wou:tcl 11" tUlCMok$d

r~su],t in (11.s~i.sto;rt bU:Ulo:ro~1n~J: th~ coat (J1;" tht:H3¢1 fttnda. lb.1.U1

the 1l11na m~, Aot d~ s n01; 113$ 3.it Il ritt $00unt rat (~ t u con tN1 ()w~(11 t

in tha Wf.W it $1'.).(;)11.1<1.

Imt not only :LstM:t'0 .~~.. det~l1d fur o1reditQontrol.

1:nltels 0 t'or b$t1~0r c....md11J t"t'l,()illt:te FJ~$:peulallyt'oX';f'11lWl01~

tlgriou,l'u"Tth Th(Jt~11n$:r$ 61n1rn tlni.t th07 Oa!Ulot get tb~ G'tedlt

l1ecu.H:;sary to ()(l.r~ (}}1, <~;,x:Ot~lit rtt ~:l.rl 1mposs1bly h1~91 rt),to. It tbe

bnnl\$ l1avG- b4!H~n e trl{)t it 1a lH;QltlH)~ ut tha risk¢! tl.ttu;~ob(;d to

fi:nenc ingt:tgl"1Qultll1"$ t'l,nd et oantn!tlbtlnk Ot1,nnot ~ ax'pe~t(~d to

fnflJiCG loans tbat 'o1Xl1:tH1.:ry 'b~~.n1m~a (Ji,Hl$JldGr too :r.l$l'~. Such a.

lx:\nk [aua tOI» 1"&t@ 'wi t 11 i;he aim of prov!d:b1g tt'- souroe towh1oh

ttlG el11rtot'$u l>anks my tum 1n Q~it~Hla of amorgollcy.

It 1s quitG 1ntol"O{;,t1ug to not100 tlw:t vlrl~:rr.o&'e evan

'tha srntl.l1tH~t oOtul'tr1ea in .muropa lmva lQng had Qr m:l.v~ r$oantly

0st$.bl1shad .. (1oentml l)Mlt. tlMJr~) lu;u.~ bGan no 0071"t'~Hpolld1n~~ 1n'"

at! tution in .(hm&dtl e. oount:ry of suoh tlmmo 1a1 tUlcl eoon,om10

iml:>ortonm:h Wi 'tl'lln th~ ntii:f:roW{rr fn,hore of tho 13r1t iah Gon.ll'norlVlotl11lh



/c:i~7:')
1" __",-,,, ~ ,"

~ e~trtd _nIt. 1·10 doubt this ta(rt •. tl,oeOmpan1~Hl by prG§3SU::ro from

BtJgl~J'ldl! hoo 6 gx't'Hl,t det\l of 1nrlllEn'i(H~()n our t>"Ow:t'>nnetltilt n~nt:t'Ql

:g~nltS:f2it"0fcllt'Gaa.,v b~G!:I. •~$t;a,1l.11llh0dlnSQuth At:d.c9.. PI,UB t1!al:1~ t :rhi~W

Z~a1sndf t.md 3uat 1"$d~tly a n$$a~V6 13ank in In(t1a. ~e1'lUJl,v&

~1~ad7 b(fHlO~ tin inti ~p$na~bl& pt!itt>t tiJt th$lr t!b'UUl~1~1 E~t~~uctl1r.

!P.M 1t 1$ ex~ot$d that with auon a be.nk in C:(m~t~t &. er2:'fJator

deg:tt•• of 1ntrfti$Impa');:,hll (Jo",opGra:t1Ql1 <lEm. b$ !'iobi0V~4 on illJelOnOlnlc

pr?bl$uub. Th.tl ('omtnonw~alth llun&t of Atlatr31ia bns rt3m<u?CJd t1I~r'lt10'8

of l:nf)$t1ntabl$v~duoJi ~lnd ~i~S th~ !1l0 ttl!$ ()f 1l~lp1ng tl1$ otnm try

OV~'t' apo1'106 wh$n it. !l-bi11ty to p3;"Ovlde t'tW to 't1?8XUiJfl;):t th$

sex-n Q6 (}:t~ its QVtll141Hl0,$di)Jl'bt, llS$S&:r1ou,sly :tn (111&st.1on. Tnt

Rose"(,\) ll$.;nlt of !Soa.1;b Af:r1tu;t \Vt~13 QtS:t"6at tt6$ it1 1"t..elpiV8 tha

Qormooro1fitl 'btmka ton.egotj,atEt the (11tt1ottlt dat'latlt,n p(lrl()d

tolla.d.~ fib' Watv"

'.l,he tinal Btep tlw,t; we wtll fH>t1.8~d(J:t· :tt) tho allegE)u

~ontus:1(Jn 1n t:h.e l)om1n1<u'$.:tlota 1~ustl$. An 1n1po!"tfult pft:i'.-t ot the.

C~mfj.(l16n mo~ttl:rw eyfJ'l:Qflt. 1$ the ~1p$1%Ou:t":r$no1 1$f.i'ju~d by th(;).

gova~flnt. Dom1n1Ql:l notos ~1i~ nOW1$E~'Z{adundeX' t~a tllttho:l:"lt1

of tltr!;~~ s tettlt Gt'h ,B;V ttl.e Dominion Not; oS ii-ot ot 1.914,the Domi:n1on
IIJ' G;Jvarn~ent 1s tll:ltl:u)l~l~ed toiS*!Jtl$ notos ttll to ~Jj5()JOOOi>O()O. Ilte;n1nstl

a !'QF.H~:rv~ lni~old $qru1.1 to twonty·..t1va pel" cent ot~ t~~t amount.

11J oropter 4 of the sta.tu~a of 1,915 $oj! 1aS1l9 01' ~ffi26,{)oO.O()O 18

a:athor1ts0d ldtho\lt any reserve ot~ gold. $16.000,000 of tho nota~~

to ~ 8(£i1.inst oer1Hl1J:l spaoitie<l C~;u'lQdi~~n I'E~11vlir1Y tiHJ01U::1. t1titB [~lia:rtmtet)ci



b1 tbEt Dc:.rnJ,nl(m B'OVGmflt:H1.t. 11ot~$ lMV be issu'ad to anN' ~(1t11t1onfll

arAQ11nt in t?~O$sa of $1~.OOO,OOO\! but &Q$pt as p~itlde(t in th~. l1n

MCH~ Aot, tan amOlmt .ot: gold $(1001 to theoxues$ l'llll.FJt be hald. nt,

Fl~no~ Act P:ln " des the. t tina 1~!1r11 sttlJ1" of F1Mnc (It r.l!~i1t tlwke ad:v~.noes

to the b~k8. by the lmu,,$of Dom:tn:1(Hl notGflr upon t~ pledge (:It

tl$rt$.ln a.ppro'V.Gd $eGln·lt:lG'h'lhaor~tla.!tl1y th~r$ 1e flQ limit tl»on

tb,Et no1:$.] that fNJ:3 be oSo1sffl1ed 6XGept tha.t 1m;po~dbif the Voltulle·

Of $1~1"bli1S $atl\t:rlt10~ in thG P()~$~~Gl{)n of tl1~ 'bt',1~k$. It 18 \lu:l:ta

ttppf.~;-r~nt thnt 'the m:tUl"$ of :Dom1n1un nQt~H) vb 1<h be:fo:rb the W'$.r

9,PI~Qx1~t~d to fj.lld c$1.~t1tlcat~~ haa h(hUl ~rec.tly ,nnrtg0d by the

o~rn:tj.Ql!l. of U:ta F1lJe,nt\ $ Aot. I'~rMp$ WG wl11 66t ~, b~tta:r picture.

Of t~ha 1':1 it:tl~tlo:n b,aiif'tat 00l ~:a1.t of the }Jorl\ln1oX1, not~·1 sai1eas 1.t

n'bo~d on J1111$ ,.,tb.19J3.

and apeo1al War log1ahtlon •• ~" •• "."; •• iI>

1\.. t.0.... ..'*... 0.kin g n6Q.• l!Uaa~"y'" '" .... 41 *.• '" ..i ".t"-.'.' • tl.0...0; 0.0.02'~ It If .. U iliI1H'." U .IJO .000.000
100':' " n .... ll • clf ••• t 5b.48J.058

Gold neaenaa hold". "\Hl.III!IlI! •• U .$6'ta71.56~
Gold R-$·stl2,-"$$ M$d~d .

(;1) a;;~ of $0,000,000
(2) lOO"Qf ..s6,A-8l.0,S



:It~ ''be n(J($fS3t\:tW. f},$ M:r. !..toLeOd $ttilt$d. to $stBbl1$b

a.. d$:rinl1H~ basts tor tbJ DQUllniCl'tr.l(1te 1@S\1l$$Ome to OOrl~Gt; the

tml)~l&$ln th& ~xl.$tl~ 11#g1$~tlQn. Bnt 11" the pr;i!loip1{\) of

ll'l,'tDh 1ssue 1$ {ltlf1.n1te17 (j'H~tttblitjHui. by ~:t11mnent. tll~ ~pl'1rtlncnt

of F1na.ne$ 18 M 1~ (lOmp$ t~U'lt 'to opera:t$ th$ not e3i<ef)n.«u~ 1M publ:te

;p1"(UJt:U'$ tlu(1,t thGirtl 1$ a hl~eFQt>1t in b~k nOiH,ll 1$f:1uo ... fdlnd. th~t

th~eto:re "'hi,. tlm()tj,{m. shmlJi!. 'b~ 'tw,tne4 eve"" to ~ tumtral 'b..tlnk to);'

the b$n~tit of tl~~ 81H4iah .Buta,a 6 r.m'tte1'" Of fa.a t; thw~ p :It) tit It it

tit1:}J a 1S ?$!t.7 ~.J.l•

...l,fttf!J O$,$t- 1~O1" th00M:tt(:lr~4 Demk$w

Tb,$. lvolrkot the <Jomrtl1ss101l took them frt'om ~Ot~st to

o.o~tlt 1fOO.d. mmh valuable e't"1tlen 09· wt\a au.l:md.tt.et to th~nnp ~7

endul:Jt'ttOnred to OOl1S id$!r tlIl0 ~v1 d~nt1Bfl1'th t. (~im Q1' 1nlpX'()"Vi~

t;z,rtl 8trm~ljlu';~'.i1Xl~ tll& Canad,lf!},Xl 'bt:ti.ld.ng ~nl t1nu,nc1al struotitZOth

A$ $. ftw.l t ()t thair 1nv~t4~trtl(')ll .'th~ Ch>mrn1salQn 'by a ~ jQ1t'lty t

adrtaf);d t1'1.$ 1~dl.Qt~ $~ttlng ttp of ~ (,Hu'ltrt~al bnnk.. Dur1ng th$

hearings. tl.. 30rl t;r 01' .(1) op;PQs1tlon oa~ trom th~ Ohtl.Tt~;r$d

ban1ua 1\ Mr. ;} •At! li£oL.(ld.:P~aldent ott thgeanmU.~ lle:nkerf $ .Af~SQO'"

!$,'t1Qn. sltl:mned up 'th& bal1}'~:r.S poJ.nt 0'1 vlevh Br1€ltl;v, th~lr

tt.rt~lmGn't$ ar~ aa fol10V'1tH

With $. Dmall nu.mber ot strollf~ bank$ OP$X'l:l,t1,ng'branoh

Off'1(UHlJ OMet<1a. alrendy P()'.UHl$~;6a the ~4vallt&g3 01' 5rct:). t mo'b:t11~

or loane.ble fun(l$l1 htf5hl;v d~v $lt}~d eX,p6';t>le:no$ in the u.s(\'} of those

t'tm. c1s and ~ 'bJ,nk no 1$ 0 u~'!'e1WY in co n3unctlon \v1th'the DominiQn

note :issue. ~ut()m:ttl(Jallr 1"$$;pon~iv~ to th() oo·u.ntl7 t s re(11.11.1~$roont$.



...lr'l1M~e AO~'"

1,. pr()(t~du~~$Of t,h1~ ant tr 001 t b9 3ltt11'lptl1.n't ot

tl'W banta 18 adml:ra.bly oo:nv«l.1 ~t.~$1.'Ja:nk&l'$ ~PJll:t"·.mul'u~117
• ~'''''~i'-.'"-"'''-'''" -~._-~ .... .'~ .. ,. ",,,,,,,,,~--,,--,~.,- .",. '-'-, - .'

t~ iih(i) TreneuX?/ Boo ~~.~,ftu~>'i~J.,1.1n$,,·,()t~H!.~.d£t*<tligf;J.IUr1'c.:ttlJ,ntL th~r
." .'" ~ ,",.".- --"'" .• "-'''--''•.,''<-.-.... -".~'"-.--, ...:-, _. • '.'-.-" '-'---""";

ple(igt,) .1;) $(rn:r.1t~o~..._~~,,,~h~L,.,e.hta.lI:tu)t$)ft",·,$.lla,et,:~4 ..,bJ;.,,t~i .....tlQ1t~ ~$'"
, -'J -_ ..•_.,', .. ,--.-~-. ,'c',,,·,,",,· - .

!~l$()tur:ttiaa &ro lOt'tseld \~ith the nf/ioGlwr"""Q&n$1t'~l Of (~$,111j),d~1. ~1,:ud th~

a~ tl.'b.l-a to{)"t~,n DrJm1n1t11 nnti96 '!,.~t1E;'t'V0rth$W n,a(l ~ t(tni""

J)c>ml>1>Y $nj.(;t~€:OO.HJl 11 ·ot th~1::r n.e\$h,?~c;sQu:r~es•.

~11$ra11y $PGttJd.nr tlto '1m.m~A0t .M$$Q;r.v.4 6 X1M')$t

i.~~ at~l41 Ptl.1"l')oaf$ to the DQrn.1n1 QU.. f1rllft a$ n 'p:r~onut1ona.grl,lnst

lJe,n1od~rll'lit war16~l't'~ mnd $€;Qoni11r e~ an .$rl~trle~r r~t\3tt'!t·$ dtu"l.ng

th$p,o$t Will" p$,""l()d .. tl,tll't~ the mov~(M,t f1tt).'ropil tm.d 'tew govGrn...

l'l'l$nt ftiJ~ulolng~

...c:rttlul~ nn.1sl$d..,

O(lnt1ntu.~ ~at'. ~oL$Od c1Gr-dt w1 th 01"1t~o1~ms X-Ql~Gd

~$;ixlS t tM AQt.

1. 1h& 11:mtnoo 40'0 f pt)~1j1 ts tUl j,ndQt1nitt 1nal;GftSe 1n

1ib.& DOln1n1Qll nuta l!t$l'Uh

This Q:c'1tlo1tiJtrloV$:rloottB t!b.e ff14t tat a, OQwt~t1,n

1$1,1oount of ():on1n:ol. ot t~ nQt~a 1aaUt1 (1 in· tnt $ W~lcr., ~otluiitl1if

axttrt$by:t\lft,tlOtJ, of t}J;$ i~f1J;'U,n;-yBOf:'7.N fixing the 11MS ot crGd1t

aO~Q:rdfa.tM banks, lb'~ Aot itt~~).t does not pl~,(l0 M;Y obl1g(J.t1on

Qn th$ !3QfUrt':t to t"1.x Sltob llm,1 us, nor 'to (Hnl'trolth0tott!.1 ~!:Ul1Qun1i



of note. Qltt$tandlnar byrGn$~ ot aivtmo$$ und~l'" th0 ltct. bt1.1;

lnp:t"aotils$ tl'l1e 1.. dOM;,

2. ~e ;potf)n1tta1j..t:leal.?t~LP9~Hb19 l$,Z'i~$,1nOrG.a$';ln
••••.•.. J ••.• , •• • __ ••• _ .•-. __ .••

Domini-on. notes 01tt$tQndl~ wer and a'bQY'fc} th~ J.Uttta"tlti-3r{l$ to' th,
_,.·'o-".;.· .."., .. ,.~" •• ""_"~' ".'0_'"

l')f1J:m1nlon l'Sot$$ Aot, wert t(J~,t~$ intlv:t1QU Qt tbe mt:r~anol Qut

ot r~3?t1.to the, Oo.\~'t~l~~ ~yt~l ll$t4.s~

1'.b.$ Dsnk0l"'$ don~t tEJtfl ti'mt. thit4o:rltlo!.am 1.$3tUtJt...

lfl~d. It is, t'h$ mtuJral d$s1~~$ of t~ 'btiUlk. to :U.ul1t tl\~tr

F1MfU.l!(l .lot bo:r%',nrt~$ to tQtt1po:l"'ti.rJ' ;perlod$andtbl. l$.):igJJ3.;V oft....

tl$t$ the ~rltlc1~ r$t~:r:r.d to.

,. The rnt~ (Jht'lrg~Hi th~ b~l'lk$ tot' advtU'RH1Ulit unde;r thQ Ant

l'Ul~ nQ'b 'b$erA 1n l1nt 'With Gut-rent uf)nd:f:tlom3 but f>,t; titles he,s

be~n lnflUiarltlad 'bar 01{h0~$.

'ttt!t _n.m 4.,'1 th1~ Oh~\re:4h lJ?hff .wnlt thall th$:r.~

1,$ no poo I1Ell'911 oQtfrt1tutttd 'bod1' :t~a:pQns1'b,1$ 1'03:' tMau.p~:tfll$1Qn ot
.' ~' .

t~;t6dlt .~. $~ctl$.U6e ~.n O~l~:ul~.'bnt thtlY oleo $.6,1 that experl~n(h'

hf:Ull $hoVJt), tbnt no ol,\ln:tt~,l bank 1;VtU'; abl~ to <,\on1;1"01 th0 bQQ1U p:r$oed1ng

th$ ot"1811h

....OtJm;.trfJJ. Bank...

~e prlt1Qlpal new w~e..ptrm.. Wl110h ~ (HJnt)u'~bank woU.ld

81v& Chu1Qdn.. 1$ th&~an$ of cOtlt1"Ql1blgorodi t t\fford"d b~ open

$&%'a1l t~n~ot1()ns.butW~ bava no m()n.~y m!l,rltai; ~JJld it WOitld be

Vorl! dtft1cu.l 't to u;r$$t$O~ 1I ()tttt.l!, de of th~b$.w thera are

no ll{):t>ttolio$ <>t e.co~ptaneaf!Jor (tollUoo:re1al bills ~ ~~:ndthe 1s$u.~a Qf"

1\"$~$$UJ.t;..y B111a a.~ not oontinuol~ oftoU8h to e:tto;W.a, ~H1pplY (J;f short

tat-,n s"lt liqn14at111l.~ Q'bl1gnt1ona.



It 1.b.1$.$,,(4 thf)l.u the O~""OPfU~t$.t)1\Qt f)ent~al bmdtliJ

is mO$$sa:rt. tE) _VEt. intH.lrnt1'bl(}nal gold at.andard.. Tb,@ro1a

(l~u:ts1.1Y' a. need to :r fJo-o1ll'ratlon 'u't thai; Q.o(t$ nQ'b nOO~$$$;r:U.1·m~ ..

~c.tl't:tl 't.Jl.k,

"",W't:f/km $$~$ ot ..u.Gh .. ~k*'"

1. ~l' pUl11:1e wl11. .I~$o.t too l'lrl1Qh trom tl1.$ bliiuk tt$tnrt

\11t11.. OUl? _md~ syltit_ 1$ too $tro~ tor lhQeEl1t:ral.b~nk'to

hQld $ dom1Mt:t.kWpQaU/1Qn a' th(l'jb~61nn11'l8.

a. ~. imklr$ d:4UW ,.tQ\t,oll a ·~_.lt G~n C)Q1\t:t:'ol tb$ 1~"'$1

of p~i(J•• $.nd <1t T$otlUl1 ()foX'$tUt l'l}11<Jh the J\tbl1t)o will. exp~Q-t",

b l'3ttlnka ot ErtSlefHl -fJ.na aw~sHltJn $._ to M.,es1atbtl:t~$d the 16V&1 of

f.lomm0t11tYF1tlGs. bttt thtfii $$ dtte to:pt.f(.nllla"l'~OQnd1ti()nl, Wh1dh m:tgh.t

ne>t b$ pa.ml1i11td:ln Qatu~(lt\lt tWa b~v~ not tn$ inOnG1 ma);"k~tl ..chln~:'l

nQ~ ()Q'ttld ow! 'bt'fnk bt .oktld b1 ~VG:r%Ufl$rlt w",t)u';t'oe. 4)wn 'r$mot$lu

tlOt:I1:p£a,l"t\ bl(;) 'to th., ExCthQ~$ Inqu1tJ.t~..()n .il~Ooun' 111 }}~W~d.

""01"'4$:tl· Qont~l"'"'

h bank itt 03tl)$O'htl to 'bf:tilblo to ttQnt~ol tl'uotnatlon$

in tlr~Utin tOltr ~••

1.. 'l'b0 .3¢f1J"~O 1HJ ~" in publl~ ~.triU1 p'xo:f:vtit(h of 1t$ nloftl ~tu:tll.or'"

lty. This raqu.1ril)s 11 dlrt1oto).'"ate of th~ h15l't$$t oQl1br~ t!%ld ~ P~$'"

stlge wbloh m;u.st _Vl'tQ'D1W'b. $, p:'t'MUO'b OJ..• Ilow g:rowtlh

2. T.tte- P:1.~ch€2Sl~ t;'tni ~~t1. 01" 'ttc>n.ds. !n th~ oPt'1'l ~tk~1h W$

MY*) dl$OllSt$4 'th~ d.1tttCltl1tltH':I utt~nbed to 'bll1$ ftUlotloXh :lb61'~

1s t~ added dt\~~ th~~'b ~n, ~~:tt(lutPt to tl:r~t$ UQnd:i;tlo1l$Ot ~1&&.6yll

uu)n$~ In (ltu.lt1td9.. m1e~ht 1()~(1 to has:,.,. 1mportntlone ot 'bolt-de tltOlll the



Utll'tf)(l S1a:!.t~at oalUUl Q P):$$811);'". on thGt{)reigntlx«1JhlvllBf1 ~rk$t tUld

~n <ftl.tward dI'!d.n Of 801d.

J. :al$ pllrohaa,,~ut\.nl0ot fo'.r'$lgrs. eXClw.ngEh ~aee opt)r'"

atlon~ wouUi btl". fi4 l11O'r_ i.IM ate &tt!itct thMthe puroneae and ag:!'le

ot $$(.}tl:rltlGS tn tho open ma:rketaud wuuld p:rtfJel~t nQ d1tflo-u.1.tl$$

not ~ raIl&11$4 UQtl1taX"~rt:$ tl.

4.. n~$1ngor 10\tltn.·1~of th~ :r~),te o1:u;~e;~d on tl.f.l:f&nCel9 to

th~ tlamYllarQif:l.l bl~kJl. ClQ:n:brac1f;l,)n ot~1~f3d1t l11l!~1 b$ brol~t~ about

but ~~tu.U.{)n would 'M rno~ d1tfiuttl1h I'e w~uld b$. m~d 1~ tOl1e(t

01!Cr $tron8 bQnk~ to (t(bratHl."uftttt~

:. ""l\l()'t;tI~$u., .../

Th~ ~k~m ..~~ IIt~oolY (>PP04HldtQ slvins th(! nentrM
, .~_ ... -

'oonk the $Ole r!&ht ot :ri;O~ l$~n~h"1h, t'!{)tQ lta9ulns pt<J:trl106.1$

om of thet~t1:t't..rt. ot Qlu:.a'tHiunupon. Will. th~ e~Gn()m1Qlt~ettU'G

1$ 'ba$~d and th.,'bGnafitliJ to bl& d$rlY<ld from tha cr$.nt~.on Qta

oeIltm.l 'bank W<ll.:tld b$ a.e!t1"l1 plt:rO~.$$d "ttr.l~ 1n~lv.d !Ui)' w&ak'"

~j..ne; ()f 'bbs .xl.'tln,$tl'1'lot~ftt.t$ 1·.eS1111H;)(t in t1+e'bi,;,.nktJ o&lng

ublet to ~:;lva tht!l pu.blic 1$$$ 6(leqltt'xt;~ ~,nk:tng $$rvloesili u

1;1 Small 'DX'!\n. alJ:

Tnt ~nk$ olaim tlu~t it tha7 3~o$~ th~1~ not~ l$(.~tulJ

the1' Qf&'tUlot _1nt~.at fllCHl'l0 of thfl.!l1" u.nprot1.ta'bl($brnn~hes Md ara4111

eo~mU1it.1$$ mlt~t$ut~r. The b~~k$ nn1$mted nQt~$ ~~0 u$ed &8

th~ <m$h ~$Sf)"$$ Q1' sr_lltu' b:t"m~ih

2. Jjl~rr11ni:s:

Loaat»f th$ .nQ1HJ :l.8S\1~ wQtlld ae:rlou$ly le$s~n th0 b~nks



e~rrilng$... It tttn~ O()11$tru.ct~:V'~ pu:q>O/i3SS wal'!\') b~~ ~un"v'd b~

timk1l~ this IJ.t'lvllGge t4wq U'h ll it tt wOl11d ld-ve a c$ntral btUlk

$ 'b~lrt~r eontl"Ql of thw l'GfJorvolr tlt ~:'t"edlt tinn it lfl0tdd other'"

~ft~$ POOltl$$$ i tbe qu~,~tii3n ,\tll;HJ~ld b$ a:rgu.~ble# but no &011 pttr;ptHiG.

l:f{)'l.ld. 1$ tlGr',~d*

,~~.',t.'*.~ ~n~$~t!>on t4/:)~ ~enltnmnt""'

It' 1;~ t\$!t;ltUll,ptl(;)n ~£i tnad~l. t~i; tha'b"{;lt:tstt'rW J)(lfltrd till

1'1.ot :1tl$'d W fxarolt,a'$ the$,111pa'l"~~o1'7 and (;l(Jl1i~1"()1 ,PO'vl~~$ n$oe~$a~t

jfl'len d,«:U..1ni~j w1t11 th$' ():Jtt&nt.d,on. ot($r1Jdt t to thq bfil,}:iU tm.dt:r the

FbAnuu$ Aut; it i$ $lt(~e$t~d. tbat '~, ,~&nin1$t~'t1iv~ !oa~ Qomp0$Gd
;'~;1,j

f1!.: .~»:cta in t1~no$~d <nt:rr$M'li~dlottld• .ap})oin t~'Hl to adm1nl$t<ar

titUJ ftl~tlon~ ~ar th~ A(jt. now d91$g'a1H!d,to t~ t'1tatM1ntry J3Qt\1"{h

St:tob ~r. bQdl tlhrH1t<1 h~\vf$ 'fFb~ ~~;llth()r.1 t,. tQ~~e thattha tiOtal amount

OfC1C$d1t~ iiftutted tt) 'th$ ~~)I't(}~~d b;jlnk:$ Wt1'l,~ in k$0pir!'t~: with th.o

~~qtt11tttMlnt(S ot tlhG ooltntl..oy* ~~d tn.f:t11 tba 1'$;t$.s oht),r~J~don tJuph

fiA,d"ni\.r.lC!iJS fl_t~;t& Itl I'i'H)~jrdtkn()~ \'1 th ()ln~'tant oonJ;1,1't1(}n,$~ ~.,

l:Mrrfbej:l$ abou.1d 'tH) tro~ f~"l:)~:a tt~ll :po7U.tlcn'l b1tl.s t1tnd tbo(${Jn onlY'

1)11' th$l". tGohn1(Jtl.l knQV1l~~6 ~nd $l,ltt!pttl0:r.rt f(n... tll~ t€lak.

1JBl$ onl;r p~Qt101;1,1 ~a$lU~a. Qt nontrolQ£ thE) 'X'(t1)~~:rvQ11"

ofo:t'oolt. tlU'if.t O()111d b$ ti);ppl1~d :in C~lM(t$j 1s through the r~gu.lnt1()n

otthe~M,;va.XlH),$ to thGalHt:r'b0re4 ~~nks W:1.4~l" tbG rlrl1!\l'l.(~$ Aut and.

the ~at$ ot lnt IJPNl!lt onei)t'$t't. ~ A.dul1nlst:rat1ve J)o£uxt $}~(Htld be

1'11111 oom.p~ten:t t () d$~l wt1ib th1$ phtMJHJ) 01' the prob].~nlt A.s to

$~,b111fJd.~ 'the $;)ttorna1 purQIHls1ng po\'ler of th$ dolln~f no 1nsuper...

a-b:tel d:ttfl~ll.lty $hmtld bG $nt1el1:).ttted $l'ttter wi 1;11 the ~~:i.$t1ng



maoh:tM;tW or nn<hiX' the Bon)."cl ll;roP(un~(t. pr{)v.1~d th0 gO'f&:tnlMn'b

$tt,pp11~s th. ..M'~H!IS$ary run t't8\•

...OQnolus1an...

As a resu.lt ot th1$ atu.dJ,t of the qMst1QU 'bhtlt 'ba.nlte:rs

()ons;tc1er thn't'. 1ntM pr~f,;~nt $~tr$ia01y d1$'tltt'r\)t(l$ttd;tl of bu.a1naas

It \'1onld be m()~~t unwlf!H) to ~llPGri1Mnt d'l.l~ a,n. Ot'€C~i~a.tlonf)nt1m17

);t$Yll to thl' OQ1Ult2:7. 1'»iuXf>ly, e.. cerrt:ral 'bllnk.·

.....ll.;pll>n ot ttle llof$,l (h)lmd.S81 OX!""

In p~$$.t1~~ thtl _3(»);'"11lr )t'$po:r'b tl'1$aQl.1~f!f~,on. con....

al.n$~$d th~ed(fqll4'),())t Qt 't~~e:~dtit1~16 ~Ht:lll_n:tQtthEi mtnlt:l11g .,mt4I.J1l:I"

top~l' l1a.i ~rt An t h$ nt.tlQne,19601Miun;v'. Xn$()t~:t' &$ thft) o~dlna%",1

tun0tltJ~s fitth' ($Q·~rJn'!~rol~,l 'ba:ul1t~ 8,rI.!)UOn~H~rnetlt th., ~V~ b~~n .'£l$r....

t(rttned .,clm1$'hl:;_ \ill~tb t"tlllWrl,1 to the ft_mt Ant etl ttlflil,Sh 1t. ttt~n'"

1~h$G fi)J(Wt1S tit lnor~Ii;\$1n8 tb,.~. cX'$di1t ba$~, tn. foothlJd wh10h 11

tlmlbod1fl)$.1tGl~~1!t'd(uin~ ~:rtot th€J 1\Q.nl,:f11'UlU}.(Jl$}.1 n~Hl~lt'..e%7 or the

~ount11J~ lbt lm$t\.tl$ttlott)~~ At $. t.,\~ when &,d.to~lo'i't'tt:tOl' in.

Oaneda.t $ b!\le:~ooeQr );k\;YlllttUt$1$4 ~o ~Ji\ ou~tlow Qr SQld. th~ bank$

(;O'tl1.d1t'lJ$p u, tbfJJl r 1!.$tu."V$~wlth J)orn1nlo:r~ nQtfJiS (i'btt~ln~dn,1'1da;r

the lrina:ne e Act. :tnthls W~1 thl!) n()~l Vi orking QutQt t1'1~

~o:rr$Ktt1v$ .tistl:r~ \t~u;; nd~$ing.

the pc1l1G:t"$ of the Aot a,.~ f.mt~lSted to _ b't'd. ~ld.oh

1~ 1il ort~('Jt a. (tOY~m11ttEu~ of th, ~t.\bin$t. $ eJ1'$'f$e!11 w1. th man;, <11$....

adVtlnta~.$ 'b$Oa,tuh) of: pol1 t!f;,tQl lnt~rt~:reno~. !4QX'$-."er thee A(rt

doe$ not 1"tqtt;f.1"'$ t. Da~~nt of FinaJrH' to hold a.ny go14 rEtliHu''Vt)



~a1n~'b tm !lJJt.~ 1$~u.~ .. thG ba~klh A OO ...oX'dbltt.t1ng t;tlem.~n'lt

1$ n~oe$sQ.2'J1n tl'J$ ~nkm~t $'3$t~m 'beOOilSf& tb.$,,;'$U no b~)d1 at

Jr.t'$Sfln:C1' Wh.:ttJh ha$ t~ 1"$$ponalb11tt,J 0'1: $lt:p~V'1$2.n&to racu.t 01"

.Xdh$l~$.

An A~1n;1$t1'$tlve 1loa»'(1•.DJ1 $\1S«Qst~4 by '(ibe~nk~n"at

1n thtl opinion ofthl$ f~Qmlni~lJton o¢uld X~Qt $;dl,q,uat~:ty p$X'fo$.

th~t\1nuti on6 tlH~t tb~ lnr'~$nt ~Eit(itrtl ~u~ to l)(lt'I·o;;;ttl.. 'l1.nl4UJ$

it had POW'&%'$ tHtl ol'gnni~~t1«t $0 $litlilfl.~ to it oentralbt'J1.k, tl:u~t

t\ ~nk ru.:lgbt as well llfl (;t$t~i>bl1$hfHl a. t 1;hf~ $ttl.nli

"'RQ()o_end~tlonof tM Oommt.i$$t()n~

In "1$"0: tm WE'te.~Si\f~tl 1n our $xlat.lng $1 stoot. tlu~

OQIW11e$1on 1"eoQ~ndect the. \tls-te.bl:tl!!lunmt of e, c~ntml ln~n~.

Thta _1$ no 1'f!&$Qn to auppoit& 'thtitt ~. dl~cH'jto~t$ 0'1

tIM) l"O$ama~ qU~1!t1~$'J'Ul{)t h to tlf:~d S.n, O$ll.$,(ittJ Evtln 1t 'W0 h,(j,V'tt'}

nQ h:tp11 davelop$Q 1!1<t!$7 .:r:kGt t $ Qt)tt' $QXtt ot 0 ull.'t:t(,l fJould

\Ul<lol.1.btedlJr 'be Qoll.le"ta.
A w~ll tMMged bank, throUGh ltatU.$cwun'ti X'$:(;0. PU1"Ol'l.tHfU)

e.nli ~a,l& or D~onr1tt4tH', f\n4 oPtl~:tlo:n~ tn the torelsn eX6han~

lmrkttt. 'WOtlld have tit d~o1td:re lntluen-. un the ()r~d1t sltuatloIh:

Its holdtng ··fJt go 1d ~~\nd to:t~lgn ~itolltm.g$ tlould beOQllle e. f&ettl:t'

in oa~1n£r ou:t t11., .xt~lTW.l ve.lu~or the Q1itrran07_ In 'tM opinion

of tbtt OonJtt1Sid.(Jn 'the t!ma was "f;lryopportuu0 to,... 1ts$stabll mmel1t

and thew should 'be v(j'l!l' littlE! d.t~bf&.no\\ tQth0 $~l$tlng system.

With r&speot to tlt0 oo3t. It (uumot b& regt).rdetl u,S ot t~3o:e 1rQ,port!

an,o$ln$.(;HztUl'l:17' :U.k9 OfUladat



itA o0ntrnl banlc would .,u.'b$'t1tu.te to~thG pWJSant

und0V$loped and anomlous $'3 stem It a nlO:ra m tl~al liittn n,n:1fled

oontxol oVer th~ 01'$411: atmofrllre.; it 'trould provld~ a $lu:ltnbl.$

lMt:t~nt tor ~he$'~$(Htbion of n nut10nal pQl!~y '..113i'$gnrd to th$

6xt~1mt%1 TaltU'lot theQ1trran()~; 1t \9'01114 bEt lnot't7Jtlsl:t1fSly' a. $ourC$

ot s:k114td t1tt.tnalal adV1c t tor th!il l)O:m11110X1 (l.ttd J,lQ$u1blY' the 1:)):'0'"

V1l1ctnl Gov$mmults; $lld tln-"l117 It 1fl~i4 p:t'oTlde a o~l'~'X'&l bodr

wl11o'heolili'l mq.dnt'otn r$ltoi,tiQ!'J,fj v4. th411mlltl~ Itl$t1tu:tlon~ ttl otile1"

o()u.n t:r1~£l. which .tJ. nd at. pr$fHlnt noo{)u.nt~1"'~i-2;..t in Ottf1l),{l(,- '1'1 th

t'l11>'!oh to l'OO.1nt~1:n contaot-. tf

811" !bom.t!tf) lifb1to ~ Mr. !$autl17' L$w.tu d1ea():nted

1'rom th$ e:t'pm~nta and Q onolu$1ntlll otth~ Ooroou'at11onta,$ to the·

nl$$d f'Q:ts; o~tra1 btmk at 'tMprefi;Mt time.

Wf) W1J.l <j-(J~1(ltH1 ~:1Qtly their vlew$ (!tl. tM6t (ltt~Hlltlon3lt

".,itlNl11.tltf Ao't*

Sir fhQma.r. Wh,. te stet'!; f,$$ wry Qlearl;r his "1 $W'$ on tnG

Fitltttlo $ Aot. tiHto llQlftfJ :

1. ~ett;t,tem€lnt Wt'Ullt~d.~ thftt thtl 1l:Lnanoa Act R$ th«:J

ett;t,c1mt ~$nt whiah ~dfl &ttoc'tt\r(J tho PQ11qot inflfttt:i.oll whioh

(l~,n~d$ follOWllld inOOtllnlOn wlth~).ll b$111g&1"tln't ()ol:m't:Jt1etit. Th~ Act,

instead or be1n6 ." lnatl'tunent prQUlotlnga »()110~ 0'1 <ll'$tUt inflatlon.

s$X'Ved, wltll the bi,he$'t etttolen1J', tbt purpos6 ot providing. :tn

oon31mcttlou 'd. th too note ;1$SU,eB ot th«J ba.n~ t a,dequl:t't& cu.rertnay

t&.o111tlo$ tortM t1mno:1ng Of the ftp1dly mQ(Ult1ng volllt:n& ot



prod1101;1on andt)radell ifo o$))1tr~l bank in tb••I\i:r.ld dunns the W8,:r

p$rl,oo or PO$'C#w$,)," pox-loti funotl<')11,ed mo~. smoothl:r and f;ft'lQ1~ntlW

Qr \Va.s 'b~tte1" adQj)'btd to llt%t1(}ntll nfHldsl! tllt1n th~ f1att1.l1f30 AotQ

2il T.n$ Flrano$ Aoil.s in no Wl~ ",.,.pGn$1bl<l £\)1.' the tall

in th$ OfiMtfi~ eQ1U1r in the !mm$dl€it;f) post"'we.r jf$l'lQd. Dttr1n,

thi~)p$,wl(Jd O~ 00 l)~J.~~t ijOd at ~ hjgh$'X' !.~t'Jld~x~~,;l~;~ tl!an tll.

orlr~$~lU7 of Bt-S:tdt4 01" fJ:tJ.'!l at~~ Do~n1()n ot th~ i~pi:i7~f>

J. 3:1; tG. ~1~~4 t_t th~ :t"f.d.h)~ (.ll:u:~gEGdfrCHn tblll!.J to t:ttne

011 11~'loe AQt fi1(lvm1a~t~'Vt'J. }~£lt 11~$d ftS $,1\ buatrtlfl'JJUrt of 6:t'$d1t

eXp$.ns1on fttl.d uontmetlun but Wi!'re r~.1nlil "~n~d to _~t ·~h. ex1g'"

e:nolatl of 'th$ .tKH.n1~lon G~i1tl~t$ f1rjl)n~(t~. 1t1~ :rata0 or tile

J'tntuw. Af3t Wt'i're 1)raotlcnl1~1 .a11!l11f,l,;t to ibhfl1."&'ttHS ("il1l:trgtl<:1 'b;Y (H.lnt:.t.-al

l~n k$ w}1.1eb p't&Wrtfltbl:f \i1~~rta $!ilpl0Uid lr1a J.Lt:ltH;:t"l~JXl(;,lf.l't$ of Q:tI')~4.is ($XPtln

61Qll ~nt' (HJntnurb1Qn. AtJ ~ f11~~~it1n~;w th~Q~lIemo.1a§$ ot Golf· (twnm~nt

fm~.neinli tb:ts 1$ OO)''.l1lJ Jon t\11 {lQu.J:a.tr1~a* It 1£1 (Hmtn~l 'bt:"nk praotis$

'tQ r$g~:rdGQf~lll~OOn't; fji#';1e<.;~olt1i$ tit$ ~ tftti)t~~ 1n tb:lttl) 'thi'j dltl$ titnt

r(tt~ whlrt. o(tO<Jiu~l(m $Qc :r~q'~lt1"'e.~!J"

4. V/lth rGsal~ to p')1tt;lof:!llnt l:wll'ttlGtltttl{ltlng 1';116 &,drlI1n1et-

ration f/Jt t~ atlt# no tiJrl d~<)o (H)'U$ 'bot'()r~ th~ OOtmn1$s1onin ~U.Pl)()1"t

of SUt on a $ti~.Ii!ft;.1()1~ ~G adTn:b11ntnil:t;1on at th~ J\.ot ltl'itltifj;" all

e1\)Vtlmrntnt$ 11t\$ b$en vlhQll1 fr$$ trOT.\} a~ mt.oh mtlu.(Jnot. If 1t

W'Q$ 'tl1ot:tgh' ~~a~e.1"i1 -no 11nd,'ttlltl tlg«:r~~t~ an-t<Juntvl'hlcl1 lllQW be

bnnow~d by ~nks tmda!r tllQAet () l" th,t:.\,t ~;np~:r.t t\liu;$l~tl;'i~.10t) ll$X'$

:l!t$$(ied in th. l'r~a.f;l~:V BQf.;t,1"d. l&gl~l~tion (lotdd 'b~ 1~t1(1.117 oXUl,ctetl.

It Sll1"JJ ~[t of.bt~lJ1rth1t to kaOVl th$t ~:In«.1$ 1914 the DQrn1n1on Gov~m-



.at MSMeo.:tV(tQ. $22.781.'02 'b7 waJ' QtlntG~~$t ~e~g~d 0... :F1nat\eE)

A(tt~Vf.!,~lll OIl., an1 thl$ nt pra.()t1t~117no ~dd1t1<:m'&tl OO$t to the

D$~rtrn~ni11 of 11!~liltil.

~~l.t:ral ~k"'"

S1~ 1'.tl01_. ~.lhtt$ $,n! M~. Je€l,udr;v r...eman both 41••&11't from

the ~eo~l'ldutj,()nmdt) bW the (}Qm;ml$s1on tha't ~lcHiul1a~~J. 'b~lk ~{)u.ld

be aat a,'b.l1,$hGd"

1. .~ 111_ 1$ ;1nop1>O~1)tl.tll tQ~ (.'trgd1~lng $ ()t)nt~~l bank

in (;mt@de, _ oau-stl

(~) _.~ tlmt1fot ~~t e~~(')ml0 41tft<ra.lt!~B the tull$at eo'"

o~rett(J);l 1$ l'lJ:t$1$(1 w1th tltet1MnO',ttl 1n$t:ttu:~"or~e()f ~ (HHUi'f;tW.

(b)' ~$~P1"ltii$nt uond.ttt,~$.• Q. mon$tQ~ p()11c1 CM.not

b0 plQC'ed l»eF~m pol1t1mal tntlU$ootl"

(0) l)$"Yelopments ma;r (4)fJ),1, Whl,~h kli~~t M~~m$ltatG fttnd ...

s,l!f,JXl,tal ('tha.~$$ 1n tl$Q~.l Unkhlg.

a. Xi; ~t ... ~iu~o.rt(d.~d ben> l~he.nd t&$.1:; e.e€int$l b$.~dt

won,lel.»t $t$~ur$d of the &'Q ot'i:wll,l l\\nd (u,}""'o,l)$;r~) 'Cion of aaoh ~.nd

eV$17 OM of the P1"O"t>tM~$ of n~vul~.

J. F$€ltu:r~s of tn.$ :P,.1tfpQs~dQonatl1rtlt1Qn whioh ~;"P'p~Jh)'l"

un$():()t:~'ttl'ble*

(a) N() d1ff.l'tl'l'tUl 'bl(ln Is raad$ DG·t!W(ltlt'l n{)tl~~ 2ifid d~m!tnd

d<t,PQ$ltth

(b) ~ pow~r ot' th~:aon1"(l to Utl:t":.t7 th<t:b:· ()nr~h ~'fSS~rv$il

Ef1t;Da:r1n go14 017 t()r$l£nll~eM:rl.gEh

(o)!Vhm pl"ov!slQU tmtht)r1~1n~ tbe Dallk to 'beuOffi$ the 'be-nIter



to);" I~l' 1no:1&1 (k,V'(ir~niUj tdgh t latta. to undea1 rt~bl <It tl~lot1 un t1"nd

111....1'$01~.

(4) V'ttoG;nol<u!Sln tb~ u1 J~ct(n;~~ta f:r»~n t::bnt:i to tllne $i:u:.m.ld

b~ t'111~4 b;rth~ GOV$~lulr ·tk;n~1.'1J11 In. Ct:nul~:tl.~ 'tQ~v()ld ~(rt:t.0 ~b.ft ...

V1£t,f.iSlx)g bW' oa.nd.tdQt4il$ $Q$k1fl.€t Gl€HJicltm.

4. StltttQ~nt ~t:r;$$$;l hti;~a nO'tbe~u 1~4d U>PQtl tlVl1 ti,~eto1fa

~) 'j.'na,t1Qn$1~~(1vur,' f t~\%" ~'U() 1'0 t\hn.Jjind~bl$ ~JJUI p~ni!fJnatr~tl1U);1 thu

'telnl}Ujl"'a,~~f:t'\f'(:tnt~(jfl fj'j;," f~~QZ"t tit.,~d~ ot r~w 111e:nfrl:t;"'!j.ftlf.iJ 01" t()(ld.lfStt:ttt$"

~" A ~k :tlewlU $$tl'i1,'bli1~h~Hl HJJd GtrttrnJ0q 'Wj.1h the o¥ln~~l3h1'p

ot thfl ~n't1 r$ ea.t:l'b it'Q.f~e rv~~ ot~ C('itls.d1t~n bankfJ {$nt\ f::~(l.t:n1nilFJtew~(J. bW an

untI'j.$d ~tn(;l 1nd~~kHl~nt D(,1;I.;)I1'<} ot'" lhl X!~Ot'.if3;·~ wl't';'h thlfJ pOVt('.l:t· {rt\(3o~~ ...

~:rolllnf~"Cu.rS7~rw1, (lZ'$C:U t t\l1tl ~l$(1tl:.r!t,..tl~fln1a~ !U'lil{)}i!tiw;"€:~&(l with

the ~H}nCliO iIi at Ii ~~ot;t@).t100fii '~Q.fjJ';\~tj.~ <niU',' t~:Kt$:rnr~l pn..b:U. <:: till.anoe.

WOU.ld '!l& only an1Jl}j~d,11tH~1t 'to thEi ~'l1~:r1'u¥!$nt in 't'hia ·bj.?11,Ui~; IH,:r1od .•

&. Oo....op~$tlonoo~~~n;w ;f·o~a.n 1nt$1·t1El,t1(~na.l t~ol.d $tfmuEllN

tJ~ b$ t;i.tjh1~~$d l~~tt~3t" by ~1t$(~t l1egotln.t1ol1fii 01" Q'ov{rrr4n"nt~ with

flov e~it~nt $.

With X".$P$fJ'ffto $f;Ht$ ot tt!~ $p$o1tl0 rl&n€.~(ms :put :ro"~\rd

bY' a. !1lc\.3o xtt1 Qi' tll.¢ ~(~.¥lUnl$ltil·Qn in1"~;vu~tr ()t Ii)" r;a:r;l.'tr~~.l ~lt [$11'"

~'tt)!j~$ Vihlt~ $'U!i1:i1JEI.:t'1z$1.4 h1~ o'b.$'(ft"+VatlQ:mll tiS 1'0110\'1: ....

1. ~. tn-ttl tbttt 0:('H1t~"(~,1 bllittilfti~1tlV!1 beGnor~t$d 1>)/ nttme;rol.1S

O'tll'l(J W' (JolJ'xl'tir1fUJ 1$ not ~~val1t! raaaQn.

2.. Ib:l~$l'i$lQn6 of Opll11on. by :lntG~tlontJ.l eontt1c'''(fn:i(~$ no lon...

i;tU: ~ (;tl.:rl"y w$l!:;}i t tilth, the ptl.1'Jllo!il any 11~lrt ot ·th~ v'( C1t"ld.•

,. N'o ~~, ot :01 X\',).,'bo :r~XlO lXl;\ tt\l;l)1 JtOW (;)min~;m, t :tt$ ~ rtiHuultl.



would 'b~ l'r1s$ tmQ'u'~b to 00 ~nt:t'l'1tlt~d W1th 'tl'iQ dIttY' o;f l,~itltt$no1ns

th~ lev$ls f)f~oonQm1o !\otJ:v1 ty- a:JX1 p~1ctWJ.

4. ~1.$$t~bJ.1Gh1~nt 0: :ooltt'tlQn£ltn.11)$ btrtltaf}n f,.t nantr~l

oo.ntr: '.n. (ja.n~$, and Qth&r()en:t1"'t)J, ~uk!i. 4Q,sno,twf1r~l1rt 111$ .~»~'l$a.,

:tno~ool'l;t$1<m, t..i~~ d~tf)),Jn1n~irl on f1f'th~ q,1~J:$t1(nl 9f tilt

$H~Jr1J!t,ab1:U:!;y fit {iulilmb11~hil~ .f& O~~ntml &;\nk fttr C(!,J:H'ld~\ 11~a~d,t11

·t}1Q Q9V(~t!lt}:n·t ~'t~l ~\~;r,:U. f,m~nt ~t OtHlntlKfi.. 1-':13r& m~"W 'ltJ: or)).ud,d~1"D;tio:n$

oT. 1101~, l~~l~),tij;:(~ to l.ih~};tZQkJ),ot-1un of. l'Ut~"'Imp$J:d.fi'1 ftr~d 1n'lH'Jt'1'tat...

1.orJ~1 1aitH10trih1~1 m~ j',n$:tr~~~1~~J",1~ j,nr~Ju.an(H~ t'bat det~lrt'l1iD~.t1QnI' of

tlfhj.(!h, th$ 1$rJl'b~u fJ't ·th.~ {l'ln)t'l'tl~u~$.()n h~.va no l!J}lr~,HU:}ta Itno,vla.~~.

In tl't0 t10~Jti ~m.;pt(t:l'" t' ftimn~:~ity Q:t t}u~ MW B~k~!t of' Cl;U'~a.dn

tl,<1t ,. sm:t'tl1llit tld~ :t'he Aot t(.)J.1.Q1i'il't1 quite (llll~ ~lyth{'f 0 Qnet:»lltl<.>n

l'1"():pcl\lad b,:1 th~ RQY#~l OQ~n.m.tll$l "n.



~b(f ~k()f Ct:"riad~ wa.s looor;para't$d on Ju,1~~w.19;4.

to nr~),ltl,'t$ ol~d:it f)).'lt1 ourrtlno;vln t116- b(Hrt in terGats \It tha

Qoouum1e 11f$tf 'Uhij n~tt.1on, to oontrol taM p):'o1;$ct tlleeJtte:t:Ml

\fttlU$''! the ltt'tttonal mon~tttl"Y tU11t tl.,m to m1'U.gata 'hi! :ita lntlu.....

(an()~t l111GtlUAt1011S in th,$ {£G~Ta.ll1;)v~l Ql~ p'1·odu.ot1{.)rl~ tl'ld@~ 1'1"100$

@t1 ~l$rAPI0~lh.'tlt _$I- eo ;f.·t4XJ tl,$ ~m~' law pOIl,U:tl'ble within tha ~oopa of

~~{)nat*'~~ t'Hlf;1on ~n\l e£¢Jll$rij,llv to promoiHi; tbe000n(m~io Hlt1 tln

Stl"H:d.t\l \'1Qltf4l"Q 01' th$ !101nlrt.!on. If

r'Or fiJ~ae trf ii,,..t~t"'t~nce a $1tl0ps1s 01: tha new 13s.nk ot

(;~H;ttW. Act. f,ti1bod71nG the) ~ln tflfltU.1"l9tJ. 1$ 1r4elt\d~(1 at 'cllj,.a

l'f):1ntilt

~Oo~~tl~tt1on of '~~ ~ij1k~

~'.\$ n6~1 Jiook \)l'lth he~d. o1~:t"1 (~$ in ot tfJ,Wft 1$ tlnd(1t'

ths T,'Jf).Mtit0.Tntr4t of n 13Qaril of n1~utQ'rs OODlpQSGd of' ~, GovtJrn.orl)

D,pu.ty Gav~mo:r., A.~)$ istt:1rrG DoputyGove:tl:10l" 9 i).msevQndlmetor6t

:tll$ Gov~mora mn.at be lUtUl ot'b(Hst$U lw.nld.ng a:;q:><H"1(.1t1ca und the

D3. :i~e.utor$ rn~n ot d:hrt)ws1f'1$do OOl~I*).t lona; none of the li.ll:t1"H:'lX' Ot~ 'be

m:~tJ.k~r~l orb&.lrtk djr(H'vtQ re anduQ mmbe.r of the BOiUi'd can ba e.

mem'ba;;:t" ot" tha l)orn1:n.lon Par1.lanan'bor ~ny PI'OV'1ncit:tl I,~;gl~1t'\,tll:;ra9



111$ tk>v~·1tn()';t\' <It tlla :r~Uk U thO' eh1~Jt~X~Gtlt1Y. off1,(u,:r

~d 11tU))' tb0: dlt'$ut1~n t1ndocn trolQt th6b'l1$1n$$s 01 6e \)n1ilk. w11.11

fttllau:tho:ltt7 to ~ot in B,U ~'l;te;J."i$. wb!oo, f.l.rtJ ;\:1.0"i! $p$tt1t1~.lj,,7

~'$$arV'tl tq be dOnfj b7 th~ b~ or 'b;V t_ l~$(,}(,H:rtlV~ OQlfnIkl1tt~~

cOn1llo$(:t.d of the (~QV$m01"", j)6pld~r r~vtU.~ l;)1'" mld on~d:t.~ot{)~ aal otrtea

oy the Hw;;,rd..

.a~;P1 inl ataiS'httj;'$$tt

~t1t't ~Q;»lt~ot the b_k1f$ t1"~ ml1JJ.ol"1 <1.Ql~:t~ bu,t

~1 -- ~r~~!tl4 tltUn tlil~ to. t:t_. It 1.$ d:1vld~4 up l.n.toshares

of t itt; dQ 1).9.';'$ ~ao.h 'Vilotn:tQl'~ t~l1 t:1:rt~,n to b$ mld b'Q{.l:1

itld1v!dna.l. l'lQne ~f41 bt;ll 11~ld brt$;n, ~ht~1·t6X"~d bfttlJt 01" ~~y o'fflo4,l;r

Of $.. ba~lfk. ~. l~blJ.ltr or ~v$:t'7~imrehold~r1s 1,;t/1l1t~~l to the

~,mt~\mt tOt? t.ll~ t1~ 'b:f.iins unp~td., ~!ttl~~ 1$ no 4~utlm 3.if1bl11~,

~·t1dl ~a ~t.m to l1'1\e}'.Y·ly in. 'th.~ OOt\:ttu~"&:d bt~,11k:fJ. It 1$ tv::dj n~efJa$a.'rll

;1;0 't' ~. Gtint r~~l'b_it: 11(}lm '1ft) !'!> lta.'sa C~~plttr.lif i~l~ .$1Ua1.1o:? tile 6t\p1tel Ii

with,1n :rt;,~non. ·bhel.~m: ;i.e tbo n~H..st',i~" t~ t.lf,\kr.1 :r;:l~(jt~ta S;:\);t' dividend

j;)tt:tl)OlH1.ltl ~ Si.no $ thG 1k~lk of Ca:muifii i$ ~, OQr4.pt11J;1<~,'t1V~ly ~ftlttlj. bank

1~t 1s nQt w1$~to tlllJ,uw ll.t'n;y 10.:t'tt$ hQldJ.rlg~ by n.l'\V (.lentttt>,ln 1nt(l~&stlh

,f:.,. ol.lJ:~:t.'1H~¥~d 'be.ll1' m1e;ht l~~ n,l:Jlo to Q~tfU:t iH)Q ftmeh p:t"'O"";f.'r!J,l~(~ i.f thew

\;10:r,~ a:ll.OW'tli! tt> 1101d If-fu$.!"$$.

~·BU.ail~tU'!l ttud :Powera or tUtt) I~k'",

tiCht fHfllt:rs.lb~kt$ pGwa,.... ~~.t11 d$t1tM)d 410 th~t it O$.n

0111y dQ the V(~rl hli~$$t 61s$$ otbua!ne$s. 1:ntr~:lt'it onlY' in th~

most liqu.ld t1p$s Qt 'lH!)~11.l"1tl~$f und. rJW..1~ta1n .t)l.. $.t~X\t; ;P()~1tlon

tl-at vd11 ~na.bl$ it
to

tld$ th0 country Q~r lJ.r1od~ or ~t~"&l:n.



"'b :&ink .t!ft O&I.ntl6l1s WJ'pQw~l:'(ed. to } .....

(e.) bu,'.mld, S $11 t1io3tl jj S 11"$1". n1 i3k..l fiM 01" (!n~.Go1n aJld

gol\'1 t~nd silTS!: bUl11t'Hlt1'

(h) "branst~l'''t'1l)(h;~ "" tsl$gmm. l~tterQW ~:th6:t m<:;(,~€1 Qt

ootnm1:tnlmt1o#1 t bU1 ~.:rtt $~11, 'tm,{f.& ~d bt\n.kfJ;rt~ ~iU"HM1»t~Q~at t"i~.nloorf$

d.'l~JtiU'\J t\nl btll." of ~:tt.~,~lng$ d~'ttl in. O~ on 1I:.tA~~$ Ottt$~, fl~Of C~a.Pl,},dtt.

1br a t~m otnot nlQl'$ 'tlltUltbre>a month$,.

(c) btW' or~~l). Q3;~ ~Gd1~Q11nt "luu?'t t.wm$Jjoeurl..i~l()l$, l~'u~u.~d

1)1" t$tUL~ nt &.4 by th~ 1)Qt11l1ntJn of (J.an~4a()r ~mJJ :P~1t1,n~:tal> ~,$~:l:."tun.t

flla.tit ;d,..~ 111 not xno:re ih~ln t1ft,) ~t~S.

(d)l'ntJ' ~nd·.el,1$eQtt:r1.tl~~,1.$$l1td ()~. ~ul~"~.rlt~ed 1;:; th~

oorn1n1Qll 01: (lal'UH1~ or tWF pr01f1rtOtl.ma'btu'11lg in O~'1'" t~1O F~t!!:r£ih

~ 8lnount of $u:(th $E)Oiliett1 ~$ nltlEJt nl)t~;;to~6d til l"a~ t1me$ 1M

pe,!dttl' O&:P! tal of' 'the b~rdh

£i~~tlQn 'ot l*afers tQ $ Gtlu.r! 'b.tEll$OU \1ih~,eh b~~.t4.lc~

:ll.alISh~Q~:t'X'$ ~!;dvnn ~$,

S()etlon f~l' r(j:t~$ra to p$l'rtI~{ln$:ijt 1nv$stttl.\'!1:ats Qf'

th ~ Jltmk. not h$](\ t'o1." ql4!ll$ 1.m(rnQvl!,\i~.

($) b'U;7 ~:¥Xl Iil&ll$h:o l'1i t t,n'l'!t$~Oun tlI1HJO,t 'th~ rJhlttld

,.Kul~llom,.. any 1l1.'1t1ah Dol1)1n1~~'l! the nn1t~\\~lt(\\'tie~ tlJt ,Am(t~·1(~a.. or

lr~~nee h~v1tlg Q nw:tl)t:r.l 't;, lllot $Xctt~(U.rlf; ~ittx lUOl'ttf:ts.

(t) 111\1' €;t,nd~$ll. $~.hl.r1 t:LEftll 1~tted bl t.htl1 tJllitti'd l{:1ne:dom

or 1.1h$ U;u:l1a,u1. st~t~ '$8 tm, tun n~~ 1n ('N~r $11: mO'i'l:tlla bu.t the e.."nl'.m.nt

C:{ 6U.dl $$l;)Ur:ltl$$ laU6tnQt 'b01n ~A()(;)sa Qt Qn(4""llallt otth$ pt't!d



ttJomp" tfll .ot 1Jh~ ~k:.

(<<) b_. B$11 ,~ rd1~('lQlmt billS Of .x(Sh*~~e Mil proml.ory

notes tmdQrB"d b7 aehtu~...~d b&.nk drnvmol"'1$trtttd in UOllM(ftiion

\"4. th 'bhep.,dutrf;lt>n Qr tati~·~t1fiij~ trJ.. IIQQdiS, einet hf},"~ S.l~!ltttl.. :tt,

ot not mQ)t'~· tbf~,n th~$" momh.,.

(}1) b~. ~Hill 0)" ~e(H,"4.1CIV)1tn()ti$-' an1 b11h or o"dhe~~0 ({raft

l:tll(le~ $$ctioa S·6 trt th•• ~I,nk A~t. _"nt:t"1ng' nntt$;t $.= n?{O:n:tM t prQvlcttd

tb\l Da.nk flU,," 1.tat31t I1ntlt th~) ~,nMJunt otal1~h p~sr it 1.$ l~GS~ to

2I'(}ti, :Is (~ tU\\t ,.~. t u a, ~1tO~~lt~g~ ot: 1.ttl tQ tl:\l ~$m'0t$ ~ ·iilfh3. eli ra:~ltl:t!'a itl

U.t!Q~:r t~:bt. ltlutlth••

(1) ~k. l~M ~')'!~dV~,l1Q&~ t,,3: not ~~ t1:U.U1 trn;~tt m<>1'.I.'tht'l_

to tl:ua <J,l\tl, ~·t~).'t$d ba~k$ utt t~ »l~u~ of tb~ tlQ~~ol~ ol~f$f1H~$ of

$oOllrlt~.fJ~ b~l1a Gt ~~4l111aI~~, ~1l~ O1n1 $lH'1IQ:t.' not~a,CfR,1tdd1nn mun101~1

S~Ct't·1:t4t\HJf~Qld ~uld e:l1'r<1r {ao1na !ltn bulliun_Qr' d\)t.n*¥~i1jli~t~ Qt

t1tb:t X"~1rltlnfl thttt'G11il. '1~:\1$:t'Itll,lttofju ;th~t.\t1viirnc.~~ yt.¥M:1G by 1:<110

Mi!li~t('!Jr ~e:t tM Jrlnanoe At1l't.

CD MI. lOtt~ .or iV.d\l',mnc$$ to d7 1){)r~:t.Xli,')n 0:1::" 1~~·v1.nou$1;,

G{)Ven"tWi~t$ on tJa.~ pleda'e (,'I "e~dl1:V ltlQ.'rk~t~bl' ~e(~~u:"ltl~s 1$$11$4

Qr ~Utl,~t~~ntEU'~d b~r thtnH~ N1YI'n':nrnt3t1:tiwa; ~"lT.G 1$ &. tt:r~a.t n¢l)~d of oont1101

f)l'l :tbEl 1>~~·t ot the t$.~~1~nt 1n ro&$'ptl~t. to thls l<:)ctlQn. )!\dVM(H~$

tnt1,6tnot ~ for ,pia rlQdaf)1i(Je$~.\i.~:r: $t~monthn.

(k) _Itt l~n$ tt) th~ Doru1:rlloti or Pmvmu:ta't.1 Ck1V~:t;tnnltn't8t

m,t (,,11 100 xs at ~7 t:mt;·t.b1e, ln1lh~ Of}.$&f)t tha wm1n1u1'.l, ~T~).tunst

mu~t nQt t~t·~ 0%1$ third ot ttle $~:fb1!nfitotl %'3v.nlt0 of 3. 1je t1$ctil.l i!$Qr.

In thfl tltt$e 01.' the pro'Vlno1al l~OveX'nm(;tntfl th~ lQan$ m'tt~;not $XCH~Qd



lO'2l.;n$ fnn.$t \~ X'a;pt\tld lm:r(,);r~ th. ant! (U~ th" flret qn.~"~:t? t*,ttw

tlngend Qt thtt rl$~~ '1 (~it'f,'" ot'" tnJt(}b t:;i,lvt;)1?mn~, t$.. ~"h{H(Jt t~~$'~ $110:t'$
I

(In) ~MH!$J;lt ttr\?ttl "Jh~ D.')rxi:!, fl.!on 0'1' ftn'l! P;rcv in ()1~11 gv\i'm~mtln t

O:J:'t:t"~mnn7 ()hart~~u Mnk, 4~~s1tl, wh1 en $.hltl1 ~(:rtr l)(Ul:tt' 1~.iH;ttlt'~$1i.

~~(~ rltptiJs1tlll &~ e,6t1~p'tf;)(t fT¢J~ th~ tf{'tMl~~~1 ~bl:1e.

(n) ~p$n e,¢)lJ\i,tl,n't$ ~11 $ ('ft;)~'lt ~1 be,ilk 111 t:\1J.1! aO'tUlt~Y' o;t,'!1n

t)t$ ~!lk to~ !n:t$1.'~t1~u't3, a~ttl~l~nt,1 find 83$t ~$ agmt 1n lJjss~'l~

1't~1· $tl,o\h ~cgo'ttn't$Ji;

(f;l) i\oA;Lu,1r.~f),3, e$~t~ ,,~O~ tha ttQ otthabnnk.

(1)) «0 -I' t!_1ll,6t~1 o~rtltl(fn n.~~$ef1{;!'W fjQ (~;l)!7q'~n4,t th~

'~ 1S~,rik m~ fUJ!i1.l1 l\l t3?(;~ ~ ~l'!.$,1"tared b-~ll: and hold:t

tH\y W'arth.Ot1H~ r41C$ :t:pt" bill of lndt~~nt!. Qt'h~r $~)Qu:J:1f;Y8;Sl ooll$,1u~:r9,1

~1 t1 rrtl~;y tJ'ttt, tbrt' rQpJ~~~'mt~4t fl1t t.nw bl1:LQi' ~XWl.~i O~;< Pl'i:4~ls$or; n()t.

~O(lft1~t~6: 'hi' tl;,~~' 1)&t'tth

,;t~*" .~nlt Q iIllXi no'ti.~
o!l>JMl\hiI.l!: !J'ilI'"'il-l._.·.!"",,·~.:;j(V.~~

(~) $11(~jt~G o.~ ll~~J ~. tllnu:rt 1:nti!tlreli$t "br.a:tl;}t t~!ti,dw. {)'i.~btwbul$a

w~ tm\JeV!l:r' .•



(b) P'tU:'U11~1lS0 ita O'M;l stQcl'.: Ulf· t11& i$h~~'>f).$ ~!' t;t.n;f otll@!t'

bD.nk &)f;0~t t-h~ ~k t~' .It~1H)l"n!0:t1i,}nt~1 S0ttl~fllJ,U).t6, or lJ~t~ 10it11S

ara. t1'10 $f;hlU1'ity () t ~lk $ m :£;'$$.
. (l..

(0) ~Uta 1.4~tm 011 tho ~$(n11'1t;v 'J:r tlr~ J~0~tl~l~ 1J'[111i.QVt~lfl~

1?r (j~;l;.t1 I%(t~t whGltlt~~ ft'U'11:t~ t~1U ~:f1ita;~~flr<t'H:l 1tlna., [;It)OU,.:''6 j,t•.HJb'"

by l$.\uq't.11l"1t16 nU)h P'1~(.)Pfj;t~'. 11l1t ~~h1l'; m.lt~bG :roL'1(,)la. t'U;iaQ{)na~ pt'~¢t1Q:""

(\bl~.

(d) mdtli> lQtUil,$ o;r ~dVF~tJ(}~Jt' ~11. thottt ~~Ol~~:tJ.

(e) eoe1ltpt d-/bp~~J,1H:J rof' ::tt:l>:g;~(l t~rrll 01" rAJ:; 1:!:1,1HJt'(H:*t

on altfj d~JO$1tcht

(t) ~],1~' t;ll(} l'~nf.}Vlf;tl (}f iJMt'irtrt~tl$?; b!11~Q t $X;<ibtUlifli!t\ '!l:'~""

ll'H'lo!"y nO,\h')$ ow ~lml1~:~:' {t(~UUHm,t~ Pit~t€tJ$o:tl o:r d:lJ\Hwll,ntt!H;lb;;' or

pled~~d t!1 tlt~ J:kul,k; .p~'QV1(:'~tltl t1}J~t n;:nd~r ~p~~d,&.l ,QirQ \1il'1f~11~'P.O~-a 1;h.

dtrtHrt~~ 'i1l,\rf ~.tl t.1~i:r.~' (i1a~J~ t1 Jjnt.'t1tH1W t~Il,ot lilcn:j tl1;,!w;,¥1. t)n~

1:;t' tll~,~,f,:l~~,:I~d;!~Z' j;"~q).U;naa, tl~(t Bnlltt Jl:ftl$ti ~MJt fU~ iillO esent

or thtjt tltiln'11nh:rl GO\1'(t:rnrt'lCt'nt ltl, 1'»:j·~}rJ11l1flrl; ~}f ;b~t~;rastjEU'ld l";t'tn.(d~l

of tb~ pU~lio dentin ~onftd~~

ft1~:&~'k m\:tst at"~ all {~~JVili~.m.t Ql~qtll.!I$ 11tt ~a~*

"'Note Issu.....

1h$ :Ba.nk h~ th$ pr'$d(;fn1n~lnt r:i(:.thtot nom :!.1.flSl.lEt.



7''fr._ tbe ohal~te:r6rJ. 'be,uk' €:i 18$11,$ is to be redtH:m1ed ovor a. speoified

period,. A o~mtm,l Hank is 1"a~H)n(~j,ble f'or the cOlm,trol ot the

voluI116 01' OZ'('Hl1t Hun tho rfllnlrrtariHuoe of tho atab111t:r 01" the Vnltl$

01' 12l~ OUrralloy. til nroft> 1"0 1t must hn. va tb,E') sola l'lf~ht of ls4:H.1$.

The J3Hnk'a not as ara lw~nl 'tender tln(l the flrBt chl;"re~& on tl16 at.H:.H~ts

'of the J3tJnJ:. Su.bject to the prod s:!onB of the saotlon on X'O$$:nrOl:l.

the Btilnl< (HID j.;:~Sl.l$ notes 'tX) any amount. T.hase notes nre radootna.bl&

in ba 1:;0 of' gold containing €tp:r.n"ox1mately f'OU,l" hundrod Olm.ooa of

f1n& gold but the E~OVl!)mo't· in Council [my ~nu)pend th1t~ !'tt.a'ialnp't1on ~lt atQ

t1ula.

Th& M1111stol' of ::&"'1mnao must trOllfrlt"er to the Hank

(a) Gold held tor tl1,6l rodal1ption, ot D(Hl11n1oD. no'tcH,h

('b) 811veX' held fcn." ro{lompt1on ptu:-posoa, valued at

the mnIk£)tpl"'1ce.

(0) 8aourlt1el3 of tho })oin1n;ion 'baar1nis ;.rd;or<tH.1t at

, t X:a;yt:,\'01e ha Jt ·~ya fill' lYIl m?l tu nne?; 1n. no t nl() re t h9,n t 1.ve

yanra. to the f.llIHu.nt ot Dominion notes oliltstnn11nt;g. Gxcept,

'notes i Seu.fiHl tUl(lor too f.n~thoi'Ury of' thG 1ll1.name Aot.

The BEink 18 :responsible 1"01' th(~ rademl$ tOll, ot all

l)mnill:!.l)l1. 11.QtiS nncl tho chn.:.rtered oonk.B om.at l"Gpa.~a11 t1.(tvomas

outstnnl1ng undor the Flnanoe Aot...

-Raserv$s-

The Dank mur.4t H.1W'tl¥U mfdnteJ.n 0, reH~o):"V'a f!H'J aooun'tw

8.i;,dnst the Qu.tstnn:l:.ttlt,l?; no ten> 1\11(1 d(}j!t)s1t lil~lJ111tioa.



The 1"0serva oomliatsot::

(~),) go1\1 oQin and bullion to ':in aIllount ~q:unl

to a!)'f.. or the notos iHI:j\;lf;9(l nnd i.ta <ieposi.t 1:labilit1(:Hh

(b) a11'\7(;}j," 1m.Ilion vnlne(t ti.t th~ l,M.rket pl'ioe.

(0) to X01gn ~:xo}}(}nge which Illt:Hl:t1S b~l,l~)neen with th~

Bo,nk of :mngl~Hlfl. the J,cnktor Intornntioool !1H~'ttl(Jlllf:ll'ltS. th~

Fadf.lral H6$o!'va Dank of: Now "lQ:rk f.1nd tl:H~ (HHItl"el bank of rtny

gold l)l}tWlll€i aountr,i; tl~ni31try hills or othet"' oblit';ati (ilLS at the

0'111 t$d K;lrlt~d()m or the UhltGd titfJ:t&S of Anwr1on.. brtv1r~g ftootun ty

of not more thO!l tl,U:,"EH1 L.1lon'tl'ul; tmel billa 01' sJ:mWJlf;jQ ID1J,tUl'll18'

in not mO::l;'!ethDJlthraa [,t!OntlH~. p'lyrtbl..El 1n lIOn-don ot-' Now YOl"lt or

~llY (£Q1d )!~..yi~ aountl'Y It 1$12;8 any l:Ultbl11 tl~s of the IStUlk p~lNa..b:Le

in CUX'1"€fil0y in the tlnit ed ~i.:1;ngdom. tIn! tad Stgtas 01' elnY t~O 1d

paying count ry tl

""R6)$eX'V~a of' tho OhB.rtared lla-nIce....

1~V~7 dh~j1,rt~:r&d btutk must lroop a res~'rvo of not l~'!a~ than

5~ or 1.ta d(!}poe1t lie.b:f.lltj.es 1n CtUlf~dtJ. cona1st;1ng of ~ del~osit

1111 ththe B~tnk end of notes of tho 11B.nk held by suob a Ot111k.

'lhita deposit shall be 'lUllOd in tho evont tlJ.nt D,ny chnrtered

b:tnk'a p'.roparty and tH.lBota f"l"O 1oou..t"l'fclo11t to 1'/;3.,;/ i'Ct1 dGbts ~m(l

liu'bilit1ea•

.till g 01'1 O'01n f;"nC.l. bullion owned f\M h.e1'1 l}y lin-nka. 1n C.al1f/.d~

nuwt be tmfl$f0r:i~ed to the lmnk on th<, da.y :1t begins business Eft the

min t pr10 a 0 l' ~':';oJil", Any' e:> ld t:t[;US ta rr$(l by the h'1 rtks 9 \"1h i all Wl1.S

b(dr~ hold f!'iFlltlJt l1t:" bi.lltie f1 t'ilaowho:ro thDU in Ct~H!tH,la. '1tlhQn sold"



the profit thereon shall be long to the banks.

-Anditand R$turns~

The Minister appoints two ami! to 1'8 and the sharoholders

at each annual meet1 Pg appoint an add!t1 onal two $ Tho Minister

oan TO qui ro the and1 tor s to make a rapo I"t at any t :I.mf'h

'1.he Bank must subm1 t a statement of 1ts assets and

liabilities eaoh weak and each month. The return must state the

amount of' i t6 not as in oiroulation on eaoh business clay. yearly

statements must be transmi tted six weeks after the end of eaoh

fisoal year, wbichis the calendar yearf)



It rl!'Hnt~1tl$ to!' us to OX€Wlinavery Cl"1 tioall3' tba l)()SS'"

ib111tlea ()f the DEink. 1 'tie vwrlt1ng nndfutu:rth



('Ja~
\

t'l0 hlJ;vn all~fW,<W out11nad 1n Chapter III the m.ain

O'bjfHlt1·;;:tlR3 rn:UHld to tho ent nlJlieill11ent or a (J·entr~ll 'bt.:,nk, when
. .

we ~1tu(i1ed th~ e'V:tdo1'),c~' f3tl.l.ullitted. bl" htb,".McJJ$od batowt the R01a.l

fr~:rtha 1" stu.dy 'bofQro WG 0 f~ deed. dEl whatliar ~u.,llt $.nmatltn:b ion

wall lJQtt~r oondltl')l'3.<$ 1n this country. Are t~~ bGn~tita to

be dar.1ved i"rom ~l O(Hlt ralbfU'tk in ne~L'U'l,dn sllffit:dJm:t t(JW~ll":re.trt

~red1t O~ntrol-

nl(J main d1t'f'1culty that th~ bf1nk "dll h!lVO to face

1$. boW' t~:t,r will it be a.ble to funotion es a serious oontl"o11er

crr o:t:'EHtl t'? W111 it be f;t,ble to ()onduct $U. t:f:~1t.:llGnt11 larGe opon

l1I111tr.at t:rHllSfUlt1t)!l$to mk0 ita or0dlt polloj1' ~ttact1:vo~(

Whcm. we approflOh the 1ZOploQf thG part (i uant~l bank

0011,].(1 pltltY in oont1"011i~ th~ eX'P'!111sl,on and oontmct1on or OX'Gd1t

in this OQl1n.'try., it a $Si$0nt:tti.l to note that. undor the prov:La1onfsl

(,1t th$ l!~im~n(Hl Aot, O$.nad~}, 1~u3 tU:?0tH)y Pt~rt of the mtt(j,hlne17 01' a

(}(;!It ro.l banl::. It must be t;,clm1 ttod. hmvflver. thtlt t there miS b$$n

& d~tln1te wel\koosa in th1fl tiyatam. Und$r the 1111XU:tntH~ Aot. (tS W$

will l"l~oatl. tilo comlnG-rc1u.l btu'lka l'n.'1y toJm (Hll"tf.11n t~oo'ttr1ti0$ to the



D$J)a z-'tm$nt or Fiw.me l:tnt th.us obtain. D01111n1c>!'1 l'fotes wb1ehoan be

utH~d elt}:uu:' 6$(9, 't$1\H~rV00:r as bao1t11W: tor additional bnnk note issue.

nut !h0!'if:l luw b€ton no conao1mlP etib rt on the !'l!).rt of the rl:rEllt;l~nu.ll

13oo'X'cl to oOI~trol the ~U01.Ult of b(}itTOw1ngb~ cQlilnareititl 'btlnlw. tltlxHtgb

t)l(ljuatn»nt of thf3d1aconnt t"f:tte. r.01El Dominion has h~i,('i no det-mit!)

1!(,)11cy of' ot'tt'renny v,nd 01:0£11 t oontrol~

tva MVG alr(1a~ mant10tlEH:1 ul.ltt101ently t11$ in(;')uns oW

wliioll (l can:t11i11 bank .1$ ex:r,aotfld t(> 'be ab10 to l3ont;r~)l o:t'&d1t.'b11.t

It:r$lntd.natQ1" tt8 t (} 0011$1116):' how t~J";' th~ Dank 0 t (Janf.,{io, w111 be

a'b10 to f1UJ,<.rn1on in th1s 1"O$1HJot. Tbe f.!lOt'lt 1mpGtr'bfiut oOll$J..del'at!on,

of' C}{) 't11'$ e. .is thEirt eft,nlfHlt1. (10 i';)£J no t pt1£Hrfemr; $, monoy l1l1. };."'k at :tilth(\}

S~XH)e in wh10h we 11$$ tlUlt t~:rm. And. 1,c(}f:};uas of speoial 01:reHlulstifrff).OElHl

it WOllld 'bectul te d:tl·tl~lt to orea,te tn$ IneHlmnlsm 1)t~ cotltrol wbloh

fJxlet$ els(;J\~l$;1"$ .t It l1lJ,zr bo potnt e4 aut tbH.t wbi¢)n th(~ F~d~'X'al l~tt.lEn..v.

GY$t~tn C(U'l'16 into Gt"t'O()t 1ntll& linltad Stf.ttO:J ltl/Itas tont1d that

the crGn t1011 or a b111 tilf1i!"k{ft ·t'1o,I'j n'b1§olu,taly u$o«lget\r.Y.1t It]V(Ul. so

this bill markGt b\enever t'ulot1.onfJd assf4Qothl;r €itJ that Of JJOtldOll.,

whioh \ms the prorlu.et of nntttral growth" . In {~a)!~"dtl. we Bee fW faoil

1t10s for o);:l$n tOO.:r,..kiltt traneactlLna oo:rreapollld1ng to theIarral\'i~~me:nt

in J3r1'ta.1tl ~\nd tb\1l Un1ts,1f:)tniH'lch

In the (HM:HIJ of tho B~l~ or EngliltHl. ita oontrol 1$,

in lto~l times. almost pa:rtfJot. 'nlil'HH'f 11lEtnna of oontrol oon be

eX0rcls$d wlUlprt9Q1s1on luil s'tlronEH!J$~ for thl"a~ :retj,sorU!~.

1. :B$O~ll'a~ or til0 oQl1vantiol1$ whldl, ovo:r a lOl\tj pa:riod

of yo,,"l1"$ f have grown l!j) in the ]~ondon monay mar}:e'tll

all> lleCfHJ13G XJond.on :ta H ox-ad1 tc>:r on tl lnrt,;0 aoo.lt). by !i:'(ljt~s()n



11'11(ISe conal tlon$ a1'~ notdto$sly 1'}$X'nllt,11"Ci ml1Wh~r$

on this 6Qnt1n~nt~ N'f:rw Ytn"k 1$ the crnlU plnoethe,'t OCOt~p10('1 tJ..

o:t\!1d1 tor >>O$1101on on torel~nf.ci(JQ()'ttnt t tutu $01",,~a a.s ft 1~apo$1ttiX'1

of aho X't term t'unde t:roU) fi.b:r{'~d., in th6 $(~nau that !Jt):ndon dfJ~H;'

This bas been .jl ~fH)ent d$veloplnant nnd l~uJ only 3t;l.t~l, 'btt»ttn of

~11ue 1mportan ce. :f]:'tfon \'fith the 0g$tl~ nlaehtn017 in tlM~ l'1ew

York ma$'$t it (HUUI0t be kflpt ill el(iEJ~cont:rol buth~ .Fedf~,..~l

HeserVtl &mksjl $8 otm, the riQnd~}n lnOl'lf;lY market.

One ot tht 1OO3t 1mporttlJ1't elm.ssea ot mark.et~lbl~ Wl01"t

teftl C)bll~utlon$ in M,. o(Junt~ Qt OOur~1Hl,t$ the gO'¥'~rrunantte i.asn.a

of ~;rf:)ttfJtU"ll /,)1118. In JA>;n<lon and t~e\1 York tht.HlG blll$ ara actively

uGalt in and th.a:r& 1$ tllwnyS t), le.~€$$ l1lupply avtt11a,bl&fol" thebanltlS

to buwor $011. :mv~ though 'bhEJ frr$tU;tt!'Y B1111$ qt:t1te t'aIl1il1~;:,

in CanliHltan t1nanc1al c1:roles, they n~G only 1~8aed ttt 'left, i:rrGgulur

1nt~rvt?tl$ and as ti. rl~la 0,1"0 not n~gotitltad nftarplwohase. by th.

bank tha t bu.va th. nt.

A~'~t t"ror4 the' t;n~sot ehort t$rIn ob11~~&.tlontlt available

tn $a.Oh of ·th~sG graa'tmon0Y nUi?.l·ltGt$. nnd the tnaohanisf'll vu1th wh1a.'b.



eaoh cond:(,l,ote. ltrl t(lo}ulloo1 Ope~),t1(:~U3.tb.~ t~n6t t}u:tt both ,B;r.1te.ln

ani l7ntt!IJd 8tat~s tl:t'El oNditor ()ou.ntr1~s on a It:t1'i. $cnl$. Pt1"rnita

thlllm to $tr~nt;theft. th$lr poe1tlon. 011 s,n'liQnl.atlolla,l a,(}oou,n't bY'

1"et~tn1ng batf,l,~lCea ~1Qo:r'l1.1nf~1n th~lr fa.vour tll.brond, trls1'H3tl.t1 (!it

r$-l~ling 1:l1GBC)'ba1aMea 1tn1!1$ f.Ul;t"t;01y , 'by tha pUr~htii.$A!) otlong'

t~;rm $(JO'l.l,r1 tl$$ 1n otha 111 oQ'tUlt);"le$"

lYe ha'tt& ItlEitn tl':$ fU.:f7t1anlt1ea vJ.h::toh $.l"'laa in the ons~

of o~ :'CG-t l(}X~s 1:$:1 ah ('J~t·""t~~!!l 4.£OVarl'lment obllgnt ions l'i ~lmlJ.~~lyth~

facl11tlEls ll,X~ nl1..$sl~ ;!'o,.,.opsr6ti.o)1$ in $bO)!t""1i~m s~l:r li~l,ulda;t

1!tB Ci,;ln_rc$al oul1gn.t1om. Otuluda haa no rnn'):'l!zat tor Utmke:r's

,tMJCepten.oaa and ou.ta1d.$ 0'1 th('# banks tl~re ~Uf~ .xli> portf'o11(j$ of

f::t.()l1tZtptfUl<'l$$ or OOr~11(~ro:hl1b111Il!h :rll() Oan&(11~Ul ~X014~ns~bi1;"Qker

1$ e,n lntermedla:f1. Pll:t$ ntld a1mplGi!. "b$tW$Gl1 tb~ 'm~,nD >l

We \'0'111 turn no~J' to a ootltd.de'tatlt'fl:l of tl'ua pO~3tbl11t1(1;)a

of: 1,H:tr6!'laEd.,~ t),nd s~lling 'bontlm in the opWn ~l"ket.. As ~ p:rOoEHi'llre

this '!lOUU'ld 'be '\l't1t:tW e1m:£>la €ma, a oentreal 'bt&nk mlSht 1nO'JN~t!.se or dlm

inlsh tha Qa.ah 'r$$ou,rOG~ of the tl\:nnrMr('J1~1 'bonks 1n tld.a mam~~;

su'bjeet to tl'iG ql~)llt1oe>t;H)nt~tQh~ngef$~3ht oouu:r in thelr

tiU'l4Hl'bs tlbr08.lt ll ind$pendent ot thoo$ being 'brQU,(l!'t e:bon:t in CSlltt&l.

vThiol! WtJuld paU'l€l.pa a.tt"e~t th~ ~'j:t. tun\t ion ttm1H1J1"'1m.lly. lrharG fU"ia

Stlver f.d otbtlir dtrfio ult 1$$ \711:1 dl also (),r1a~(\t t1\1a po1nth

1. 13(:)fb re a cent ral bank Gould. wi1h any rantilonabl. e c.iogroe

Of tlonfi(leooo. 1~(J f~'bot:lt the P",)(l$c'lure of buy1Ilt~ n~Hl $(}111.~,"1. nn

1nt :1:1, Ck'lte todbn1qtl$ \"lO ultl h;t~,V~ i;o b~ ltlsl.rned. on the 'bEl,al $ or
$~(n:i On(Hh t3ei~J)lt))..u~a mo VOOlGn1; a in genOl"fJ l lnts:1:rH~.tl ~utl. in. the

X>U'b11c s,o(So'ttnts wotl.ld httV'E) M tmu$·M;l~.ns lnfltlalO$ on oredit ttna it



wotl.ld b$ the task: of tho ()antntJ. ~1'lk to m!ttgf~:t;e th~S$ t'1110t

natlons ti.1S rtv,,'i: !tS pOStJlbl$,

2. ~1f) must 'X'an,.m'bfrr t,h~:t th~ OtUla.d1nn$06u%i t'1 m~l:r.t$

ar$ or a VfJ1!Y l1m1..t0u QhamatHJr. Dapendlng on the tX'tnd Qt th0

.'t.k~t lt .1$ etM:'~Y tlt t1tlYIH) to sail 1n "ulumeto!~ t'J.t uthe:w t.1m.fi'lS

to pu.rolmse in volwnG'w 1th()'l't't$G:r.1ol:Ultlytl:iSlnlil?'blxIg l):rlfHlS. llu.t

1t 1;:1$ ma!'k~lt \'f6f§ lUU'>J)(H"pt1'tttl ('4,n4 tbe eent~l ~nk d~a:t:r$d to

~u~ll" the process fJJ.1,tJlt bfJ sxo.etld1ntli,'{1;, ~low4 .I:~thaX' ~llttlQla.t;r

11.\",01Vtl4 1. tho. t tl 18,r~ t\un;iba r of thu aGouTi iF 1$.m:u~a in 1!'ltl1an $.

osntnl! 'btlnk ootlld dam, l'a!tG $0 la:l."'{ffely 11$14 .in thG tJ111tetl Stt>."t(!1$

a$ wel.l I!l'.a (;an&ua. th~},t n ,fit~on.~ ln~tne .p'11~ bzr th6 b:v.nlt !a1gbt

only 'prompt nn lmp01"tlfiht1onot OnnadUitl 'bUlld£1J h$14 #On th~ Untted

St~ltes!l ~ CtU1Q(il~n •.t'k€lt 1& ovar~blM;l,ow&tl fSOn1,1,lOh \)11 tbtl.tot

thE! tin1 t~d s'te:ti&s. tl$t a (l~ntmt 'ba,nk', powe;r$ in th$ dlnhction

of cJ(>nt:ract1on or e~"nal(In won.ld 'be lim1tGd. ul'~l~fJO ~ $,otlon

'tt:JktUl. 1:1l t h1$ C',ount'rJ' W€Ul pa~tl.ll<i)llQd b.wa1m11at< (M:rtlotl in the

Un1tsd Sta't$$. It \voll.l(l be ~xt~m()ly iU,ftloUlt to PlrtOU@ .t1, OOUttJB$

(U.tfe:r€lnt t:rorn tlnt pl'trStu~d b;g- th0n~l~lbor1:r~O()l1!lt)."1"

;5. Eye;n it IS t1.dbop~n mt\:rk~t t~~,n$aotlone ooUld bt OQnd.rt/;:rted

b~a. aenialff.,l 'bl!lnlt tn (h!.ttJ;·o.da v;1tbout tllte~lor QOnS9('UiiUIC0fh t;~;t'$

1$ re neon to d<.Htbt whtlth.er they W{)llld bp,ve potl1't'.'\tG $tfaot$ of

m\10111mpo1"1m.n.Hl.

~ bank mta, is of tH'J'l1'Jt5G. 1;he l~VEf): b~ \~hlo.lt 1. t

t'1tntltl 'b~ e~fI~at~:Hl th flditbe oell'tra,l bank 00 'U1d r~gtllt'd;$ €lihrettlOaff

to the oomm~rQl~l 'bnflkfl {iit~ thus Ja.tt'aot tnG cl"'ot11t s1tua;t;j,()n.

!



In 'tl'l\lor~rt 'bo~row:t.ng :rllbQuld bG Ub!aok~Hl ~s the .b~lt rat~ 1$ rit1~$d

t\1ld st lratl.:m ted $,$ "t 1$ lowE)1"~d. But it 1$ verg dnttbtt'ttl wl~th$j;>

a, ~11k 00\11(1 hope by .~ 'X'Eidu.otlons alQn~ to ~tteet ~ t:»:ll::Ul$lon

Qf lQans b7 the {lomme~:h),l 'banka.

It the t,H:i1 t1ra.l b:'*'nk (lOr.tmauchiHl ~~u·t :p1'"~f,ltlg0 1)1 th~

countru-, nYd1.1pUlf'ltioD.s Of tho t"&tUeoot2.nt r~.ta ohitr;g$d lt1>011 e,d11l'JXtf.Ul$

1f1(.uldha:va .e, C tH."tf:\2. n fllO 1:t';t 1 af.;t~aot.lt th~ b~..nk mlHle thf) pu.blio

~nnO\J.t1CGraGnt tluzrt th0rEtte we.s 01u:u~ad.i tW)u1,rl be e t~l{sn toot

tih~ banl{;; Qonsi~(1d th. t1ntU10ial or rn'thtllr EtoonoJl:l1ooond:1t 10!1Q!f

thG QOlwt".,. to w",:r~tnt 1t. t{ow if wbllther' th~ ~t{) is ;ttli.$$et or

low&Nd. 1t tll$ j;}'tt'bl,10 t~u~t~(l tht3 ~dvic$ot t:m am tit't-tl bfll'lk.

~hQnt5ee w,o'tlld t ttik¢~ pl$Oi'b u'~ th0 deuUIld of the pulJli~ to:r .,r~d1t".

in thE) dlrtlc't lon des:t.rGt'l b;V t'he Qf;tnt~"l bt1ttl¢. '!he :ft1.tfif tlU?i~0f()r$

is e'J), e.ddlt:tQnttl m,~an~ of $~~):*(d.$iJ1l a Qfn"l't~~1n mo1ttal tH:tthQ:.rl1}1'il

111. mq sum up tb.$ qt:l,(fBgtlQn of 'Oj~$d.lt oO~l:t~)l biT ~1.U~

tht~ t tht f:llHlMnl. wl.dttA $, (H~ntl1.\",lbMk 1tl Ot'H~da. "111 p(n~&!~I$Ji

tdll b$ qltl'{;$ o1mldG\j It 'm111.(1 00 Y$ty h~'1rd for a, (l1);'GQto%,$jt~,

no ¥iW:tto~ hQW ~:t~t101 {'jiltt ~lJt~t t$1;·a1ght~d. to Gn:tor0$ :,t:'t$s w'ill

r~ ~ly 'by !n~H~n$ of O!>0Jil tm\:r.k0'b t)pe:rtl,tl(~l\$ tlJld 1;110 di$ot,)tut't. $t<t..

Wt mu.l3t not t01t~(1t h()w~v$r. tb~ pOlul1b111ty that llndor (j~n;,ta;,l.~l.n Q1r...

Gll~tanCerJ ~(j, by ~n1pul~1tt1n~1: thQ 3:*~~t() ot ~xa~ge. fl, central

~nk migbt et'foct 1\tQly pl'''(Hlu.o$ the cl&slr$d ),'$sltlta whioh d11~Ot

tM'Jt1on 1n the dOf.l'!eat1 o. :trJt:l.rket ti\lon~o(ntld not$EH:nU"th ~:rhl$ P"'$

$'l.PJ}CU~ae that W$ $'h01'11d 1:'sr;w.ln ()'Ct th{J) ~"Olrl iart~~l.dardll

~W'tfit~ $S~S'"

Al:},(rthe:r po1r,t'fi; to trJ'h1<h W~ must ~~1ve a~:r1()'t1;a fl,ttEitllt1on



1$ the tat')'fj tha:t tbtt 'baJtk will t't1t~U) hop'$ tb&.t ~Al not be t'ttlfill4ld.

1h" publ1.o.1 O:lQ;HlOt too mwah in tba lln. of Cttay arer.U.t. We must

relllunb(,r th.$:b the ,·tt~·(rtlvtn.a$ of C$ntr81 'bnukI1$ lSo"~rned $V$17

'f41e rfl b¥ 1..,-.1 .t:ulf.t"()tuJ~ rn. e)(&(n111v$8 of otuttrr:l bEtItk$ dQ

not PO$s~S$. 6.e thu :pu-bllQ ,$$a~ to th1nk,the :power to oont)!'()l

tlH~ lGVel of ,nc.a $nd the dl1'$ot1@ of cred!t. Several oentral

bank$ 1t 1,$ tm$ Mve nH~t with fl*l1ght $1100$513 alo~: th0t1e l!n$$

bu.tlt 1$ t1(;)t So ,tr_in taQt that & Oenaclltdlo,entl"al bl:tnlt wtl1

lHt' tIlll,C·O$t(U1Jf!ll. Oond:ttlona :preya111n6 tn. the {~a:na.d1an bankins

a;yatem ars not $.u'uh fit- ?ttl,l oil1QW the ~k to 11\)ld El dom1nfJ:t'!nI'

pO$lt1ou.. Of uo'u:ra.$ ,1t :i~ t(1 u«J hop$d that ou-r 'bnnk$w1l1 co""

o~ra t. vl;f;th th$ .B(.l,uk ilt 1 t$ ~l.tt$.,1j1pts to bGtter oOfHlit1Ol1S "

'!rO 'begin w1'th th~Bt\nk: Of Qemda,. a Gmall 1;t~nkIi (l(U'U9

not P.'$'lU3 the :rIS1,)1l2l'Oe.,t () allow t.i;to " tternpt to 0 ontrot _,.

$1 tu.at1on ttu~tln1g'ht d~v~lQp., O$nt:r$,l b~nld.ng lSStHMth:l.n8 new

in thi$ OQutz:r n.na. th!;i mn In <Jont1"Ql _¥ po,a$l$:$s neltb.e:rth(t

$~:p$r.1$na$ 1n (H~nt.l bnnk:lng :t1o;r. the Pt'est1e~$ \11t11. ·th~ pu.blio

n$O$sas,ry to po:mit th$T4 to lUilit \'14th confidlnu<1J $V(in th~ small

~e$ou.r<t$e 'Or mtoh a _nk.

Whe $,:rltmlstAl 'us $tl hr the taotion :Ln op);)o$l tlon to

the knk ift O$n~"laa:re.

1.2ht oM:r'tG1'$4 banD lfI.b.1oh ~re Qld well eS1Hi.blittlad and

powerhl Inetitutioufi might lJt7 'Very little attG%ltlon to th0

0$n..t).~1 _nIt ~:flthor.1t$.es if the; a:ttem.,p'f.le(1 to sive advice.

a. hoh$rtl9rQd 'b$n.k':e haV& 1'1"8$ resouroes qu'ite ample



to 11l~at t'b ~t1nantJ1.1 :na$d~ of O$.uada fen." )Q$,nr 1~nra to 60me

and thereto ~ wottld not ~obl~~4to ;r$sozot '~Q th& (.HiJntrtJ.l

b$nk tor a-ddltl on&l reBe:l?V$it; In tllisVlrtt"l anw e:frtar1'lpt at u()ra;ti~l

otC1;"0dJ. t th:rQu~~h &d j'u,latnm:n:ts of th6 diaeonn'b ra1H~ i 't~Hl,l(l bt,;

;t"$nd(l!;t;!l d. 1nettao'litv &.

J. ~ Qld at'swn~ntot t~ $.bs~tl('Jt of a. nv>nE)ynl~k:$t 1_

bl?O~~h 'bu.» ti\~(dJl!l It the (Hnj;t~$l'bank tlttolnpted to tOl'Qe the

r!~mbe:r 'bttnkS to -mdll.1100\lUt th:r.O!~ opt3#1 n.ru."l~~l) t~:nsa.(rtl()n$. $.11

WQl11d tl~J.d 11;$.lf $$rlQual1 ~pe""~H\ bU th$~lbs!m.(t$ otsu1ta"D1Eli

mark&t. W1t'hout rQCO~$ to ~:I.~ttd7 money m(~1'k$t Q.o~n:t'ral 'b~1.nk

';I.e in e. v~t1' vuaeJt pos! tton \"l~n lis d&& r~$ to 0 01:1t;cQ1 0 !~d1 t

tllovementcS \II

.At f~ 1'$1; glcmc~ th{l$G S$cOl'l'l to bG vary (Hlilv1nolne;

a;rgurn_t$ tJutl<tt 1t$oQnaid~r th~¥n tor ta lTJ.()!"oont.In th~ t'l7-'$11

p11'JlOei the ,("mrt~reHl 'b~J.nl~ el tho'ttghth07 are w&ll fjeta'bllk1h~(l and

powGt'ft\l ther arG nat 1n q~t$ tiUl£Jt;,rt)!1g a pos1t1oll a.~ thl$ a.'X'gu.~

roon~ tries to P()btt~t" Atta~r sJ..'.•~, ar~ 'Wfi!lffr th~ ;!rtrildi($'tlon

of tll$ goV()mnHltt to a ()~:cta.lnfjxt~nt 'b~1llSd$,~~tU.1.~tl't 4)ti, 1t

tor a, r~n.~o1 of tlte 1;r Qha:rt~l"llltfXtla not :rret.t~ol'U),l~l~ 'to aUl);pos$

thnt thtlJ banksar$ 80ing to \vork etGn~~ttha {3entril 'biUltt In

avawt1l1n~.. ilnyth:t~ t~t p:tOm,ot~$ the eoonomio wel.tf1t:t~$ of tN

DO.nl11l1~)n 1s a$r1H;.~1n1¥ ad:vant$i$()l1$ tattlu 'ba.nk:$ '.

~)en(}ndly wmn it 1~ $'ll~te)d 'tibet th$Q()Iml1$'l"o~tt'tl lHmks

'tMl:tHi l-:unple 1"'&$0\11"(1a$ to ~r.H~t $J!Y' tl~:nolftl n~.d$. t11G telO'tS a~e

not tl"il11 st~et0d~ l)u:r~ th$ bOt)ln pG1:'1od 1?2'7 tf) '1,929 the lw,nltS

to'l1.nd it M6~a8a17 tQbQl~1?OW uutlQr the ]11ntlm~ Aotq w(~ mt1t~t not



forget tMt tM mlfmbar banlw mturt keep So certa1n 1."(H!J$X'va wlth the

(Hlflt :ral bank.

ThQ tld:rd ai'Bwn~t Qt(}QU1~$~ 1e til. fAoet j)()Xlv3,n(d.ne:

()1'l0 of those rtt:J.sf/td. Th~rft 1$ no d.oubt that the e.'b $~ne~ of t.t

st11t~bl$motl.Y ma.rk$t dOEHl l"(jst;r10t th.t:l bank :tn 1t$ ~~:htElrl'191l~ to

oon1.rrol o~dlt. '!lh1sQ~ (,t ~Ql.tX'$e b$ alt~r~d b1' eata'bl1ah;btg

$0011 a ~.rket ~~. dld thE) l1n!:t_d St!J:tH:H~. ll:'he dttrlottlt1tH!i fJJ'iHiJoo1e.'t.ed

vll1 th tn!$ ta$k e,t"$ ~lot $.nsu~m 1ft••

~rhe oQMlU1on w~ Qrrivtl at 1~ that tmb~k will

not 0 CGUp;, as Wefi,kapo.tton~$,om~ :p&~pl$ e.re J;11"()n, to think.

No doubt ther. arG W$~kn0a$G$ suoh ~B pr~$tis~. tn$~r10no.d

{l:4,~aotomt. ~tQ8;, but th'!t~0 can 'b~ oVflrofJln~hln al1 :ta.;b1'};$~$to

the ~n :rt)$p"neU,l~ tor the f.u~t~1}11.~nt Of tJtHJ bank: W~ Ulut·

a~y tl'ia,t !t 1$ not as 11op~1~B$ ~na.tt~fI1Pt a6 Ofi:attli!rt p~()ple tr1

to f$l\;'$ outf;

",,:tnte~tlQXl$,l R~:m, tlon.....

A (}$ntrt1ltl'btu1.k m.u h~~11 urged.,tn Oe.tl(:ida~ b~(.u1iva4

Q;t. tlul) posa1b;L.11 tv o.t in'll Gl"tultl<mal co ...o;per~'l.tlon. A Sl1:tQng a.rBllln~nt

tn th$ bankt $ tavour tn t h1erf:,u~poot is that1t 't~lould 11$ 1,t). $

pas1 t1 onto eo ...opera 1H~ VI1tll t110 O~:rl t nil ba mrs ot· Q'bharcoun'tri as .

mu.6h knO xu eft~ot1VGly tbtUl Qur ten oom~ting Qlu.lt'tered mr.nk~h 'I'h(;}re

!at to a o0rt~d.rl $xten tit unit'omi 'by of polioy anlo~ Ott:t' o1Y;i,rterad

banks hut fitlMtral oo,nk at th0 h'Ul.d of 01.1. r £'lnn.n()1~,1 syS"tt;lm 'tl01tld

be able tQd~oide on a oou.r-Sf!) o:t ao1.d.o-n much JnOX~ pl"omptly t1x:l.n' the

fll$ln'be!'$ or a oomp.t:tn.i~ syt'ftem ~).()tl11g jabttl;r. A oGntrnl 'b~nk .



ftO.'1ifUU'IrlQ1::'(l vi'.Juld COrmUEUld mQrfl l ..tlSPI!JU;; ~irld p;t>eatier;a than $

nu.mb~l" of: 111.dG])end~t 'ba nli':$.

of (3tHl.~$ to th$ ell:dm. of th$ pro})onen:'ttrl ot tt(.HiUlt~l

l~ .rue" t M:t Oa~~.de IF'1,-:nld ~ ~ 01e t Q 1$B. par' in tbe juin'tf:'nn'tt,·tX'·...

~1t!HJ of Sl)ld ~~~m~t it ~nd vro¢t1"i th~ goluliltsnde;t'd. lfiJ :rt\)stOl"$d

1.n:uQrmtlooalliT. it l11O.y 'btl lllta.ttQ t.hatth~ (H)"'Qp.$.l·at1on.x);ae{iH5s~rY'

to ~1nta.1n th$ $t(~df:1,rd 00111<1 :t.1~tVl3 boetl aO(Hlmpl1ahfJd, vl1tllOll.t th&

or~at1 on of tl OEJ ti> 'raJ. ~~mt ..

Tha~ 1~ on$ tbaportant thing tbat th$B$.nk qt O$t1&lia

001114 P$:t'~ps (t.SS!.s1 l.n QV61:'60n1ilil am th~t 1$ 1h~ $o·...cl\1.Jt:1E1d.

ntnta:tllatlCJ~l 411&nma.'f lnOzEin1:ilral bar11d.us* StlPPQS~ a. oa·iltr.nl beulk

.1nQn$ a O11.n tryc1t\lQ1delto ourtR1::t t~$ (jXIJa%iston ot e)::'$f.'U.t bjr

rs,lal_1ts l'~$O;)lUlt ~t•• 1'l; finds thA,t th$ :lno~EU~$$1n tile ~at$

{)~1th)$ ~ flow of fantl~f1\\)m i~broad. whiah l~$$ult nulllt1~s. thfh

tJ49nt:ral 'bank" $ ~otlont Oonv6:t'sl!tly it tIl%) l'Qt& 1~ 3~QVw~a1n ord,$r

to $n(H}'Il~€£Q tll0 111'(; (:In'u11 t~~.nali(m Qf e1"'6dl t, tt'tMe tend to f'lo'V{

~l1:l:'oad whet'~ ~aml~~ l;?rti h1ghaX'~ Oo,·ol)&ratlon'bi1J'tW4lfdl the e(H1t~1

'bo.xlm ot 1leading (HJt1nt:tifHil ;l$th~ {ifilYPo$slbl~1 ~lU:~,:! (1t c<)nt,,--o IJ.lng

snoh $~:tn~tlon1,il hi th$ ~J.:bS$lHj$ (}f .~~ woz'l<\ bank. :E't l$ qu.:i;b ~ ma.ft

·tl) !HtY that tb.$ Bnn.'lt of C!f,n£j;1~~ wl11 b~ of c ona1da:rn'bla hell) in tbf;)

itrta:rna:ti ul1s,l t1e1d ~ ,A~t0 the ta."gtlmantthat 1.i. will ~nab1e C~nada,

to do m(x\"o t1mino1i:'1g a.'bl"oao,. my W~ .atuite J Caneltltt bl1$ li~V$r $;3;....

-N~t1Qnal Relations-

O\'d.l1g 1;0 tile O'fe~"gt'owmg 'tnudan of publie 'd$lrf;$ £'I,nd



h 1!lO~.a~1'tl~6'Hn)i16t1't7 01\ thQ gOVQX"11.Dlt9tl.iHJ f'ina:no1n~h W0 U$$d

€JUmEl ft>:nn of pfit:lllUln$l;t 0 %gBn!~ti,itlon*$bl~ to give &x,ptn't ~d:'i()$

in laa1rt;~r$ Qt :t1~.n3$. . 'Ih~. ~19nt~l btmk't$ d~~ ;tt) to f,to'tl1atbt

:("1$0$.1 QS_t ot th~ g(t'V$l"tLl_nt ttnd in thl$:ce$P0Ct Ollr bal1k should

be ~lblEl- to e_ocQlnp11~h much. 'llul l')~ t$ in GonfltH:ant touCh _111h

f)'tll ~(",(u},om1'() l!f;J;tteI'$ 1n t~ ()(}'tUltx~;r f\nd ahrnild be of ~~reata$s1st

tr~t\OE; in pj.fii,.nnlne} the fJ~lonom1Q pal1cYlJl:l: t. tJov~r~:ntit Sttoh at

qi!\\t~ of IOf)norn1(} p:tAnnln.g m1f.~~h~ijdo i,llttQh to ~v~rt ~. ')l'!(JpetltlQu

of tbt 4"pr.si.'d.on exparitUtn~d eh;t~1ns th$ p$$t te.w;rae.X's., 'rh~

o;t>t'1o&ra of 'the &tnk of C~~d~,~Ott'ld ),lave, In e. ~:tM):rtt11nf!. (lon....

s',d,~,\tr$.'bl. know~d~ ot fj,ruuloial ()Qnd1tloma 'bQthn~1:1!JnallY and

1n:tG~tlun.~117 e,nt! $hQittd ba a.bl$ lit> pertQ1mtbJi tl!\$k of tf,scal

(iga):ll.tmt)r$$e.t1at1E~o1H,:.tt"l1ytmn ~X\V ot~r \)061. t~nn~·' 1!t(polrt~t

'bttt yet of ~eat 'tUIO to $, OO\U.1't;r:y 1$ th~ ()p:p()~tml1ty tor $()onoml0

rQ~(ntl"ch ~x>:pli$4 b7th~.nk. In thi$ we.ll znnQh va2.uAbl~ 1n;t'orm-"

a.t1{}r.t, oon bEl funbthed no'toni., t() t1:1$ gQVIU'nIQ$nt tU1.d tna m$Inb~1"

'bM.k~ 'but to tll~ ;,nbl'.o ~.$W$111(l it (J()jntral bank O$j':·tt),inl1~ltM$

1t~ adVt~tags$ in this tleldl

1~jf'a ~~r$ ()~ O~ two olnttses in 1'h~ Bunk o1~ Ca,twula Aot

\i~110h X"$qilh"'$: tl, olo$~:r $tud~. miU'nal.y. th(l) probl€lm of oont:rol. re·.,.

;$0ZI"f'$$ ~m tb. rGVt\lttatlon of gold w'itl1 ita pos$:ib1:U:t1es ot in"'"

tlat1on..

~ p~'bl~m of control 1$ :not ot VlfJ1'Y sr~a.t .1.ru.l)t:)1~tS1'100.

bIiJO&lU'Hl 1tl ti~s of f!Gli. vue t1n~nuial 6¥'1f.H:'u~ t110 atn. t$ \v111 it

Xl,$(HlSeJ8,:t':'! d1ote:be tht1i polioy of' the ):lank of (h:u)F;u:1a~ }'Jut th~ bank



$tends in tt. p$(Jf11;l$r po!4 t10n in ~ltt.t:tonto tM O()Utli:ry flNt

t11th risard$ t(). 1t~ d1fHwt:t.nt p(}11~Y" ~the e. t:ral 'bltnk ~ontr()l$ the

p'tU"oh$slngp~ii'.t:throl1gh 1116 action ot ita d11,oo\Uj.$ pol:toy Qn er~d1t.

gold r(UlGr\r(Ua $rul Mte !aa'Uli)" !f?h1$ ~.$$~ UttpOtllaJlt t'.f',-$1t in $Om.~

oountrl.~~ tM btU1kl$ .oQndlurt;~!1 U~ldl!):t,~ tt Q~Q"0r~nt .~t1f~rr:liX'~t-$~.

Saeoxtd.lj-, th~ lm,tl~t ;1$ ;r~s;pt'Hl$-1bla- 'to l' ~~t'''''SUi$\,;rding the C11:rrb()i1'

ato,rna~d t;Jstaul1~d b;V j.,e,w. ;~.M t111:r"U3' th$ tail·t1t:'~ l,)I' $, o~ntml

'bt;ib.k wOd1{it;\fl'\1~ znttb. ~ ~tt~l't Olt t:1.(HRlnt~" $ (tc~d1t Ii tlm.t it

g\)Ve:t'nt!l~IH!t ~nQt b~ 13iid 3tt~r~Hlt toth~ tmnkft$ pQ11i)~"t T.h~l~:r()l~$

111 fU'tl$t ~V(~ !li. gr~t in.t \'U"\aIP t1n tbhl(ltt,'l<'f i,$ilC" ~~: thlj ~~nk f'J:1d

!no llft~>.ri,;tntX'1e$h~v~ 1n th~111 'th~nlt $.Qt$lI etl1r'te.1n Ol~\tlfJ()a_ gi'Vint;

·tha e;o"am~rrt sOfJiEl1ntl UI.'U;~Q~ w:i:bll r~gal~ 1,tt) tlle (1(;)l.s1;';'tnxt10rl

ott.bt kllkt $ gol)'~)?nin~J bQ~.f.hl$ is p~rir:tonJ.l!:t:rly not~.(feal,l$ in

'~l{netJ of wu,;t" eto.

'rh~ tletn'.' ttnde~lYlng ~ tit~t. controlled brank :h; tm:'b

bGO~us. $ \~$$ o.ent~l bank1n~ PQlioyl$ th~ b.~e1$ of ~ eOttnd

$ooniJlnio l1tfh lIh"0 national ~o'Jf~:r'Ame1"d1 s1:l.oU1d oontrol the'ba.nk•

.all,t th.~I'G $.:'t'$ d1$tinot. dls~d'v~ltttage$ and dtH"I{$G:l';'& to th1$ $~4dH'tm.

1. T.b.$'benk.t $ dQolsions ancnu<1 'b(i) as unbiao(!td ~nd (H>ntln-

uou.~£tl$ htunanly prao't1oeol. ~ttl:t.a po1101 o;t"$he bt),uk m..~7 not he

oontlnuous it it 1$ ttnd~r go?a~~ant au~rvls1on ~$p~olally when

bO",eli'um\)n't$ Ohtng6, m.s ot~tan i)'.h$y do.

2. :rh0 g(:nmntMtlul'h 1$ the :JJ~r-g$$t ct\stotn$X' :tn Ol1.r et.ra1valent

ot -9, nlOX1$Y rJW,lt:~t ax:d1t :ttoQntm)llttd tha d:1[tootlnt 1't\1.tEl ~nd l1l€)ney

.mr.:!.:'t."l(~t po11o;1 the.,. m1tjl1; b~ $(iJr1ous rel;il:tltiJ.



,. ~e- 'bank oould be w:t$'(d,~by pol1tlo$ e,nd wltht~ t;0l1em-

r~nta.l lnfl11$)lOe.

4... If thaoontllX1l. lt~s ,111:11 th~ ~~v$rtur,twJ.t it b~'H.,orn$S

tgts,lly e~.fry tQrt.~ U; ~iQ t;tl1t:fl(HJ itself by- .$hort lo~~ ~;;nd book

e§ntr1t11s t:r:om tht' ~nk. ~(,f'.a1$ ltJ lit $tt!:"~ ~1t$;P 'toWf.lX'd~ Clt\:'kl"tnaZJ

iJ,*,:prsoie:tlon !ttnd. 1J'l.(s()~1V~rt11d,11 ir:r.
~Qnl" .at1~tt:t.o1Ht.i;7 oo~lol'l\~('jn we nittA. ~j;,};..:t "f~ tilt

it'S 1:hatin $t~j?tin~ n ~.l:tml ~\~k It ts 'bttte:t" to mQJr.~ ;U; ~n

:tt'1d~p(lndtmt b$Jl.lt~~i.$ has bllHHl oortt? 111 Cane,(l~, fl.l1tl th~u} ~~1V$ .

$p$<.l1t10 tl1W.. lim$. t0d POV1(l!r$ 10 th~ fJovarnmt'ttlh Tl~ ;r""'il'j:r*~G'

t!l:~th~ti $$ n.ot to 'b~ a,dVOt'H~t~Hi. ~ d,1W;t;I':(j(t iJ}~ th@ -!~()'vttr:·flm~t

- t:rom t'U,:t,.ot Wf)$poM3.'tl111t y t01!' tb.~ montl1im.xo1 po1~!,~r ot'the 'Mn:k

ita now thEla,ootlTt $tl p()lie" ~

It 1~ int.re$tlng 1H) no'b1{,'il$f that in j11"{\ot1()nl4ra1.t

(i01"ln1a"'!tiHl .. thG f$OV(ott+XlQr'f'$ ot the bank 1lt,'~:'$ tJ~J;:H:ttn-tt1$d b:t thi) gf}VC)m·..

Illtm'b ~ In OaM CIa Mr.iJ GXf:ibtun Wf>WEn1* W$t# a.'PJiO in:t;$tl by the Fed$1t'fil.l

(loQ'V1;l3mn1$n,t.Ut Grd.,." to O~{H)j,.at!t tiM knIt. of: CtUltt<la·~ We m\~t

PQi.nt Otllt h<lW~ver thnt all $llu.bS$qUtUlt e~'ltormn:'t:l ~lrt to b$ aPl?o1ll't(td

b;vtl1.0 d1 :lr'0()tH)l'"~ with t:b~ apP:t"Ova). of the Gove:rnor in O(H~n(!J11.

~~lahd, 1•.~;' &lot$. b1. (t'Xctlpt1onto th:t$ prQoad:u,:\"". :i.'llG l:';Q~t1smor

ot tM .&l.nk crt Engl end "$ no't t), ~*,ernm$ntt1pp()1ll't~$·.

w. v1111 now Qons1d$:'( v~a";Y 'tn:lrttly tbb (l'lt$st1o;nO'f

:r('UI~1'""'e~h Tl1t1 o~nt).~l ba.nlt nnl,st' ()ona1d:~n" thaatl'ita Of l'b~



lr&6en6fJagat:nS11 t't$ noto8 f«1d dej?oel ta.; 111 dat01'mird.xlB how

~e!ly it will led. tlWld Qr~t$4:r6Ctl 't. It is not n66$$~]lary to

(t,(1~1l with tAG ri$~d tor mHJD.X'$SttrV(Ul but ra:tha~ w'l til thE) ntdau"$

f}t t~~~1Hn. :tt.u old~~ 11t~tJ.f tho1i:l'lt wa$ 'tl"at r&$~rVf)S ~hOldd be

t;tet'~It£Ql d i,n tb$ 'Wt,iult:lJ. UOli1li.tvar 1n n6w~r bank ~h~:rt~r~. to ~ign

():ilc~ lm$ 1tt g{.'~ld r~ \$ h(1ild fl,lld :r~olton(~d aAi 1'81"'11 0 t th~ ].(f){£e.l 1"0

s~vo. '!bt knk ot OaiH~'ta, 1$ titlSQ a.tlthO:t" t~Gd t~oh.ol(l tor~i«n

ti;~oh0:ng$ ft_ "..••(nli\'rQ. 1h1~1$ aQmeth1hlg n~w in Ofv,4laUa ttnd. raa~

. t#.. ve~», d~,~$)f()tUI$ tQ th·~O{)tt:ntX7 hold1~ ntloh.4(Jpt.iGlt~ e.G Wt\$

$$an*~nth,,~nkot ltlneh\U(1 Ws,S 1,·Ol"C9Cf, to E; • .p~~td ~o'tl pa1fi'len:t~h

~~ ~nl£; tn O~:Ii,~{ltt ~;VCtHlttt:13it 1 te·:re$$rv$t '~111m af' ~XQ1:u:.tl:lga

.fl:rb~hm.~~$ 1n l.iOadorL~ }'U~l'iYorkorth~&.nkt~In't~:rna:t~.ona.l

S$1rtJl~ttl~\ttrl. It ~~1.13f ~1iltm,nt.$ to h<fldinG1"~$·orv$$JI O'O.t or 'tihEJ

~ol"n't17. It $hl;)uld be. nefblc~dt}i6tth0 td.nlm'WA r.$~"~ t\gf~.ln~rt

nGtee alJd dtX)Qs:tt 11ab111tlf'9PJ! mu~ 't)o 2.5"h vl·thelram~lmt itt

stlld. This toUOW$ Q1'1. 't,ib,t r~colj_J:ul~tlon (J1;' thf.i ~~old. dtl~~;e.t1on

Qt t~ r~n3U$ vt 1'l~"ttOU$ t1\nd, tll~~ f'U,~'ulrrJ;;'e(}OnjfiHmi!!r~t1011. otth~

EOQnoml~ CQnt$~~ne~.

I~, ()QctJ;Cb},$'.01l \Pit'? mt1~tJQni:14~:r t;b~ qt\,~~tlcsn Qt note

:t*~u,e~ll\d 'thE) ttnta t PQ~~'.'b~:U:t1~$ of 1nflftt1on tUid.~r th~ l1$W Aot.

~ ifZold Ij$ldbV th~ Clmrt~!:'$d 13e.~k4JJ tind theF1na.l1tl$ Mh1st;~1" ls to

bG' i;l,t1lhdtq O"':t" tc 'th~ 'bi'J1tk :lima rev~jJ.ued at the Q,ptXl. U1S,:t'lCt!$'t re.'te.

To 81~m;p '~he$1 tn$.t:l.QXt ~.tto:r. U; 111tght h~lp 'ti1J$YrJ-tmin$ the $ctl1al

f1gl1t>$$ t



GQld held b1 OMrtQred Banks

R$V'f'l1u.ed at $3J»'00 ~r ounce

Gold bald 'by F1:nano$ 141ni$tar

Revn,In.$ft .~ t t.,,,.GO pa r OlUlC $

f'otal ir~Q1d a, t iibEJ 11·~vt),l'1l.

Unuertm 2J1- *,4$~rrtl *' 1t lfj
:poes1bl*, to la$u.~

Su,b1;11t;4<.lt th$ .pr¢JsGnt noiD 1sattfi
o:t: tihe DQmlnl()'.f1.. tklVtllt~nm.el'4:t

$44.;;4,000

",;;Of/OOO

11.• ,66 0000

121.850,000

.197.~!Oo.ooo

~~$ 11~YSft,W1 ttl;) Oli:t' whole d:1~(f{U!H~1otl Oil t;b.~J p:ri;;fbl.sm of

Ot1l1t ;rn.l ~llJ\;h16 :ill earHii«b~ 1);y $~tyillg th~~t tl1G hf;l,~'~Vi;()~j.;nnot be 'bttter

thttn :ttl1\ d1:t$Q to:t'flt4ii ·It ;i'}h~ l'e ~,l.~ (S:r:'~~h:6 IiO 41~1btli t 1~$ :tn Cf1\l1!:tdf.t t

;t"f):!1 1U~:1;()V$f{l.t3 end 1'c 1$ w:i:thgr(~at :J.n'CG:t'Gtilt th»:t th~ Country

ll)oljJ~ t¥J).~~'t")'''d W the ~e,:t!lt UOUIt1161lQf,iI~5t1t or 'b't'Wil1aL'\~" Tll$ b$llJt:

ma~r tind it fit<hrltit\blG to follow :Bxlt;1sh practis, and eonoe:rn itselt

with th(f ittkrru·J.. pr1clJ); J.C1'f<iil tU.O!l$t 'but \'th$.t6'Vt~~· it (t:~t~mpts1t

nl'tH~·t 1;3'.7 to tt~.ttotiQll tQt' thl11b~n{)t1t of th(i oourrllry ltl< t lar~b~H W$

m~t lJ.Ot f»4!.:~\lt the lltitlk: to pl1n."t'61':ln fAitrnc"lea. At l)~at; t14$ $n.ooesa

0;(· th~ b~,:nlt will be ~). P'l~od.tH~t or( f~l'tHitlal f§:ruwth.




