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THE DBANE OF CANADA

CHAPTSR 1

Intyoduction

{me of the most pronounced tendencios in wodern banking,
noticoeahla todsy, is tho grent incresse in the number of contral
banking systems, and in ths power snd rosponsibility lodged with
the oentral bankss Tho ostoblishaont of central Banks of Issue
wore unanimously rocommendad in 1920 by the Internatlional Financisl
Conferoncee held in Byussels, and two yonrs letey the some vesom~
mendatlon was made by the Internotional Boeonomic Confloronce meeting
in Genon. Hore ?@@Qﬁfly the Yoyrld Nonetary and deonomic Conforence
roaolved thaot--"The Conferonce considers 1t to be ossentiel, in
order to provide sn intornnitional gold stondoerd wiith the nocassayy
mghaniem for sstlsfactory working, that independent Contral banks,
with the vequisite powers and Lreadom to caryy oubt sn appropriate
ourrenoy and aredii poliley, skvuld be oreuted in such devolopoed
countyries as have not ot prosont en edeqguats gentrel banking ine
stltution.*

| 30 many sudden chenges heve boen taking plocge in the
gurrancios end monotexy policlos of the couvntries with whidh Cancda
trades, that 1t 18 necssanyy fov us to overhnul ouy momoy mud eredlt
machinezye. In viocw of %his Teot, and the continued recomendstions
of Heonomic Conferences, the Roynl Coummission, which studlied the
problems of bonking and cwrvenoy in Cenods in 1933, carefully con-
glderoed the advisability of establlishiing & central benk foy the

Dominione The existloe benking snd eredit control mechanism in

ot
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Canands bas woenthered the depression of the past five years oxesced-
ingly well snd hes provided the pubtlie with sound benking through
a finenciel orisls ss grent, If not grester then, any in formey
timoes. But in the opinion of n grest numbey of peouple, the chart-
ared banks did not, in fact could :_zéi;,? provide ns sound o monetary
policy as a central bank could, under like clreumtemnes. The
mjorty vote of the Rowmd Commission, after a vory careful study
of all the briefs sulnmitted to them, was In favouyr of the irmadiate
astoblishment of o central bonk in Caneda.

In order 0 stuwly central banking we must Lirst defline
exactly vhat we mesn winn we speak of such o systen. ﬁ‘h& mein
ghe ragteristic natural 1y, is the existonce of 2 c¢entral bank, which
holdes the monetoyy vesarves of the oaounbyry and sbtards yready to
rodlsgount commerodnl paper Loy, purchuise accepbances from snd make
advences o, the comaoercial banks. In most ingbences this bonk
halﬁa the monopoly of the note issue snd mpy ronder various services
to the government. From g natlonnl point of wisw the contral bank
should endeavour, to regulste the credlit and owrrency in the best
intoerests of the economlc 1ife of the country, and should contyol,
i possible, the extomal value of the monetary unit. In co-opsr-
atlon with the other central banks of the worlds it should sttempi
to mitignte fluotuations in the general lovel of sconomic aetivity,
Ve may safely aé,y that, thoe most lmportant funcotlon of o central
bank 18 to control the supply of ourveney, oredit and zold in the
country Yy its menagemont of the note issue, vediscounts, snd its
open market %mnsa@tiang__m Jo must vemember that o centmnl bank

is primerily a benker's and governmwenits benk anl doos not usuelly
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compote with the comwreinl bonks for privete business, fo sny
great axtonts
; The chief fmnéﬁians of o contral bonk may Gerofors he
summsyl zed as Hllows,
{a) vontrol of credlil oupply and intorest retes in the
eountxye
(b) onatody of the countyyle zold remerve for setiling
deblts abroad.
(e) gustody of the ocush reseyves of all other bonks,
(a) regnlatlion of the note elveulotion olther §3 §aiﬂg

the sole banlk of issae or by bBeing the bank which

issues the greateor payt of the ecouniryis cliroulsting

not 68

{a) sarvice as the fiﬁﬁﬁl agent of the governmant.
(f}' V-ﬁ&“ﬁpﬁ?&tﬁéﬂ with contmal banks of other countries,.

for parposes of Clinpnelnl and soconomie siabilizetion.
_ﬁmaré are mny obtheyr funetiong whish o centyel bank mey be called
on to pexform deponding on the aconomic devalopnont of the country;
but for the prosent those nomed shove will suffices.

Such in swwmery arc the maln functions of o coniral
honke Ittremmin& oy us to glonce brisfly at gach of these in
0T o |

in tﬁa first place, the bank is desligned to contml ﬁﬁ@
supply of aredit, and the interest wates in ite owm sountrys The
naunl method, by which it nogonplishes this control, ié ralsing

oy lowering the rate at whioh 1% will dlscount short dnte pepers
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Whon the sentyel banke considers that the commerclal bunks ave
expeanding ey@ﬁiﬁ too ropidly, it vaisse the dlsgount yates The
banks upon Linding thonselves subjoeted to n hoavier ohurge when
rediscounting, will vraise thelr own diseount wates. Now enly
thome oustomers, vho need oredit the most, and have the most prof-
itable employmont for funde, cwmn afford %o borrow, Uredit is
coptrasted and business slows down to & more normal rate. Bank
losning does not cense bub It booomes more cautious. Bxpension
of eredlt ls obirined by lowering the discount vate ond thus
mking noney dhoapors

The contral %ank'may not porhaps, voulize, that eredit
is be log expsnded too wapldly, andl therefore doos not step
in end stop i, until $0o lato. Then all the bank omm do i
cughion the fall u bit., I It ls %0 do anything it musi be
ehle to help the obher banks in o cerisis and 1% connot do this
unlass 1% holds ms% of s power in reserve and trests its socommod-
atlion t0 banks a8 an SEOYLANGY MHEBND ORLYs

‘But the morket rute of Intersst oonnot always te relsed
or lowsred by the hank waising or lowering ite own discount roto.
Often opon merket operation are necessarys In many cases the
conmergisl benks may be holding lsrge resorvss ond can toke oare
of all theix loens without the necessity of rediscounting ot the
oentral banks Bn increase in the redlacount rate mey bave o
8l dght moral affect on the banks by showing what they will have
to ppy 1 they are Lorced to rediscount later. I however, tha

bunks 40 not heed this warring, the central bahlk must sarry on
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open market opovations and stbenmpt soms measure of contyol in
this ways

The central bank, at all tlmes, holds & lorge supply
of secuvitiss, especially foreien Hills, thet van be thrown on
the market and the sole of these saouritics aheorbe the surplus
losneble fundse The commewalsl banks, I they desire to
mke Purther loann, must horvow fyom the gesntral benk and In
“this way the disoount vobte hes the desired eoffest. The hanks,
inding themeolves sublooted t0 & hlghey vate, willl pass this on
0 ite oustomers snd thus oroedit is contrascted, The opposite
offoct is folt winn the benks buys seouritiss. Credlt is expanded
beoemse the bank has thrown lovge quantities of money iIn the
market, which flovy into the commereial bunkss. The contysl
benk must endesvour Lo acoumulets m lavge supply of marketeble
secur ities during nommsl tlmes snd be ready Doy such an SMOTEENOY.
In & loter chepter wo will denl more fakly with the guwestlon of
opan mrket possibilitles in Canndae |

ﬁ%&a saoond point with which we dsal, momely, the bank
as custodian of the gold reserves, nesd nod occoupy w8 very long
at this time. Mugh of the zo0ld veserves of the commersisl hanks
and all of -’%ha government are held by the bank. The most useful
purpose of o gold  reserve lles 1ln ite aveldlsbility for export
at times when the orxdinery sottl ement of intemationsl paymsnta
through the forelign emchengs maviets has heoome insdequnte to waet
the ourrvent obligationg of trade snd governments. The central bonk

shovld Be abls to mobilise 2l the monetary gold ef the vountry atb
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dmmes dlobe mé’hic&% if tho moed arises. Centyralisation of the gém
vosoyves ollows the gold to be uwsed, as & stobilizing egent in the
foreign exchanges, and as & neons of reducing the eowts, to govern-
menke, of thely forvelgn debt servicss. It may aleo he ﬁ&lﬁﬁ 8o
seeurity for losns conbraoted in & fovelgn countyry. Ve must not
forget the 'immrtmt ploce gold holds in the reserves sgolnst the
gontral banks nobe fapug.

: All commeraial bﬁi«:ﬁé&a find 1% necessnvy to mgimam &
aéf‘sgizz resarve agelnst tholr Qeposit 1llabilities snd theiy siroulate
ing notes. Thils reserve mey not alweys be held in oosh i & bank's
own vaulds, t mey b o deposit with, or & clsim upon, anothey
banke. But the wmﬁa must bo svelleble ob once in cuse of need.

In mmézl times o bank £inde ont vhet pevoontege 1ts yeserves should
bosr o deposit end note lisbilities. But at sometime the oreditors
of a partioular bank mey lose confidence in 1t snd siart o run.
The voesaerves vill soon disappents ( Eﬁ;gr gosh coming in Lzom borrowers |
is not of mueh help bacsuse the bank bas sryenged the matuvrities of
ita losne 80 ss to replenish only = normally diminishing reserves, |
Halghbouring banke may not come 1o the resous, for fesy that a
genaral bank run wey 8tort, and they would need their full ressrve
0 pey off thely own crediturs. The bank therefore ls absolutely
helpless unless it can obtein oash from some distant source.

The centwel bank cen provide the needed veserve of cashs
iInder a osntyal banking 76 SovYe plan ench bank corries only enough
money Lo its deily trnsactions and doposits tho romainder of its

reserve with the gontral banks, A centml resevve such os this may
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e able to supply enough ﬁéﬁh to stop & yan on any individuel
oy loosl group of hankse It is able to moke losna to & bank if
the bank's deposited rveserves ave insufficlents Under fhis
rogsarve plen oommeraial banke do not need te.maiﬁﬁain os lerge
B resarve as when they are dolng business gs separode anita.
This lower wesevve reouivemont resulis in more econonlenl benking
and better sexvice to the piklic. |

_ The central bank in most counbyies has the monopoly
of the n&?a isue » In oasces vhore the bank bas not the nmonopoly,
it showld &t lesst hove o sulficient smount, velatlve %o the total
aurrency supply, o sseure sn adequate element of %1aétiﬁity¢ in
the sarly stages of centwel bonklng, contyel of the note lesue
momnt, in effeed, control ﬁf:ﬁhe arention of oeredit. At the
prosent time » deposit with the eentrel bank is the foym in whioch
moat oredlt ls cdvamsed to the momber bonks.

It 45 the duty of the centrel bank to attenpt to atebilise
the monetary standand. To as@amﬁlieh thia 1% nust have the menopoly
of the note issue. Notes lsesued by centyel banks sye é@ﬁeyaliy '
both sound md elastio, soundnesa belng sssured by the aaﬁﬁitiaﬁs
under which the benk is orgonized and opeintad, X%%g eiroulstion
is qunite ¢lamstic bocausse the notes are lssued against sommeraial
paper which insrerses or decrssses in volwme with the smount of
bus iness be lyy done. The best type of cantryal hank nobes sve those
issnad In exchengs for ocoumprolial psper, provided 14 1o backed
by adoquste gold ressrves and by & sound and intelligent poliey

wlth vagend to vediseounte and losnss |

P
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The centyel bank should sot as fisesl sgont of the
gove mment. In this yespsod the bonk hen s wide field of opsrations
but 4% must be doveinl 9 Linlt the scoommodstions which 1t glves.
It 4 the duty of the benk te menusge govermment acoounis, business
ponnsobed with the natimel debd and sot os oustoedisn of the govem~
mont deposits.  These deponits place, ot the hank's disposal, lnrge
funds neually without intersets  The bank will loan oy mke advoances
to the gvweriment on aood seouribys sudh as tressury bills, and
i% 18 anbhor dsed to denl 4n short torm seouyltlesn lmmiad or gusrontosd
by the govermaent. Tin most shartern the bank ia allowed to meke
ﬁamzmm%y pdvaiices 0 the government zs long a8 they do nok exeeed
o fixed linit of the vounioyle satiznbed mmmé :ﬁg In short all the
Flomdel business of the g@%fm:m b s tmaponoted *’sz;ﬁmg;}: the
conbTnl benke

The Ben® oo ssslet the govermment Immansely dn the
mabter of loms and bond ilssues, beosuse of thely intinmnts knowledye
of fimnociel conditions in the ecountrys. The sdvies of the cenifyal
bank is by no weene the lonst of the Benelits o Te derived fyom
sush on Inastitutions The bhank should be able to sasist the govern-
ment In planning 1te noneleyy polioy. A wilse mansgenent hes a g%at
pppovtunity o assist in meny di,iﬁi‘emm: WEyHe

Ho nve now errived at o point whioh has resvived, wethey
is racolving, a gx*e&% danl of attentlon, namaely thet of oo~opevation
botwoon sentiel benks = for purposes of Linancial end sconomic
stobilization, The Genown Conforensa mnd the World Heonomice Conforence

nad this thought in mind when the recomnended that sentral banks
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of iosue should he esteblished in oll sountyrloes which 4id not at
pragsent possesns sueh an Institution. This aspect of & gentral
benk's activities I now but is developing constantly and promises
numexous benefits to nationsl well-being snd industyy. ;}3;; working
togethoer, the banks cen facilitate the grent wolume of international
pmynents between govermmnis. 4 thorough knowledge of mayket aondit~-
ions sallows tho Yanks to arvongs those paysonts with the lenst dist-
urbance to trode and money merkets. I we nve 40 have o veshoratlon
of the gold &*ﬁa}ﬁé@gﬁ « Wo must hnve co-eperation betwesn countyics
snd centrel benks con & e groat desl in this direotion. Until

wo bave goncoried action by the bonks, theve will slways be some
risk ottached in holding stehls forelgn eurrvencles as ﬁi@ ‘squivelent
of gold for purposes of reserve sagelinst note issues.

The Bank of Intermstional Sottloments was created o
faeilitate the paymont of the large war debbts but up o the prosent
time vory 1little has been hosid about this banke. It wons the ldes
at the time that the B.I.5. would serve as s world cleaving house,
*but it Z‘}ésga:z falled to measnre up 0 expeotations.

Thawra 1s no doubt thet & great desl con ba z%aaémz)lis}md
by closer co-opexntion botweon banks sad 1t should be the aim of
all such Instimtions to further this iden. F’@'{*@i@m gxports could
be coniucted more easily, and with s grester soonomy in the use
of gold, 1T centml benks held deposite with euch other. This is
belng dore to & oeyteln extent in Surope ot the present time but
it 18 to be hoped that in the Mture a groalor degres of co-opervation
will be estebllshed among the sontral banks of thy world.
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In this shaptor we hove bylefly outlined the principal
fungtions of & centml hank, without attenpbing any argumsnts for
or sgrinet it. _‘:ﬁzém is 8 great denl of busingss condugted by a
bank, that we have not gentioned, some of which sapply only to
gortain countrles. The degrve of eoonomic advancement pleays a
graat pert in the detoraine tion of o aénﬁml Bonkts setivitien.
But in s genersl woy the faregoing diwumim oublines the wmain
dnties of & oentrsl banks

It 18 the purpose of this work o condider central bank-
ing s 1% conwerns Cenade In pardionlars When we consider the
sifoots that & senitrel bank will bave on & country swh as onrs,
meny dirfieulties a:w'ii&sa* It ls vory esay t0 expeot too nmush from
our hank and we must b oaveful not Yo oriticise it Hoo much until
we have investignied feeilitles thet Cansda .ﬁ‘%&l’i‘ provide for the
affactive fanetioning of & contral bank. T’m Bunk of Conads is
the zesult of much thowght on the subjeot, and we me% consider 1%
a8 the best solution foy ouy asémmiﬁ problomse The fullest oo
gperation, ém. the payt of the commeroia] bhenke and the countyy as
o whole, le needed to male it o swoeess,

With thess fow vems ke wo can procsed Lo a olose study
of the Canadian situation, end the possibllities for contrml benking.
In the ma:&t chapter wo shall study Cenadion banking from its boginning
to the present day.
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GHAPTER XII.

In any study of the Bauking System in Canada, the faot
mugt Be vemembored, that the system was not nmede bad rathey has
‘hosn avolveds It bna grown up with the sounbtry snd through earefnl
decennisl wevisions, of the banking lews, has beon continually in
oontaot with the vequirements of Cenndalsm albtering conditions,

=~The Cheybered Banks-

Canadian banking up until 1867 need not receive much
sttontion, but n; mig_,h*t; be inteyeating to note brlefly its avolution
| up o that pa&m‘ m gasri{zﬂ of one hundred and Lifty~-five yeavrs,
when the countyy ma known as New France, wan a pexlod of barter lor
the most pert, furs, wheat and tohacco heing accepted as the medium
of exchanges Yhan the government begen lesuing obligations in the
form of Tordonnences” snd oavrd money 1t was e great vellef Lrom
the siralght barter systems The government however abused this
privilege and these t}hliggm:iom daprecisted vory vapidly. This
was Oonade's Divet taste of Liet money lssued solely on the oredit
of the government and thereby the country leawned s lesson on the
avils of movey issued in this way. During the next filty-four
yoars ateps wore taken 10 plece the flnancés of the colony on
o steble foundetion and the British government did tzhi@, by estoblishe

ing an equiteble stendard of velus, for the variocus 0o ins whidh now
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bacong aurr@nt;> Spunish mongy was imporitsd end used for the
payment of the symy and the purchase of public supplles.
{%@pﬁaﬁaﬁtativﬁ government came in 1791 wnd the Lfiret attempts
wore made t0 enteblish banke of issuss

Some years lster the British government become involvaed
in the war of 1812 with the United Sitntes. As nlweys happens in
ony way, o grest deal of monsy wos needed and ateps had 1o he
taken o iﬁ&rﬁaﬁ@ the ourrenoye. The ALmy BLll office wee eostallished
by Aot of Pexliament and bills of variouns denominations wexe issued.
This issue wes vepldly dbeorbed by the people, becnuse it wes
browght out with e view of prompt vedemption. Between 1817 -~ 10667
these bille were being radeamed and rvemoved Ifrom cirenlation and
there was meod for soms sort of ourrenoys In this period the
firet banke appeared snd in Mey 1817, the gantf@al Bank was founded
to relleve the vrincipel business contves, Montresl snd .uebuc,
This benk wes shortly fallawéﬁ by othevs established under chavtoers
fyom the werious provinces, Before 1825, five banks bad been
¢atablished, but there was absolutely no atéampt made to have the
charters wnilform ard meny of the elausas originated in g iotal
miseoncopilon of the funoiions of a bank.

The sltuation beosme vory unssilsfactory when Poriianment
bogan making attempts et banking lesislation, swh as the “Frger
Banking Aet" and the "Provinclel MNote Acte" The Britlsh government
stepped In and demendsd that oll leglslation bearing on note iesus,
banking, and the like should regelve the royal nssent hefore it

bacame effective. The young colony natuwally resented this restrict-
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ion but soon leamed $0 sppreclste the guldencs of wvipey and
more axpevionced judgment. The wisé astion on the peyt of the
Golonisl office saved Connda frmn mony uwnseund sxd dangsrous bonking
t aories, ,

in 1867, the Imperinl parlisment paseed the British
North Amerloe Aot, sonfederating the proviness into the Dominion
of Oanadn. It weas xoelized, that the benks must be national,
rathey than provinelnl in chavacber, 1f thoy were o dlacharge
moat offectively, thely natural funetions. The poylipment of
the new Dominion therefors beocsame the exolusive authority to Log-
islate on 21l mottera pertolning to tenks end bvanking, cwrency
and ecinege, ond negotiatle imstrunants. The first comprehansive
. Pominion Bank Act was passed in 1891, embodying the _ea'mé;i‘ Los tures
of the Act oo we now have i%s Under this sot, the minimum capltal
of aibmk wos fixed st §500,000. of whioch §100,000 had %0 be pnid
in befors ocommsneement of businens, and a sscond §100,000 within
two yearse The note Isanoe was Limited to thoe amownt of the
pedd up cepltel and gtockbeolders ware subjact to a doubls liebillity
cont inulng % be valid wien the shares were dlspo saeéi of within s
month of the suspension of specle paymants. The division of profits
in any f*ém wap limited to alght per cent pey snnwm until the
bank hod a raserve fund emal to 25% of 1ts eapliele Hvery bank
was mmouired to recelve 1fs own notes st par, end in eny payaents
dus 1t, but was required to wpedeom 1ts notes in spooie or Dominion
Hotes only ot expressly designoted offices. Te re wore no roserve
mgzxir@mma axcapt that the banks were to hold st losst 1/3% of -
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the cash reserves in Dominion notes. All bank charters granted
or eftended were subjlect to thils genseral act and no charters were
to be extended beyond 1881.

;fihs Bﬁmimigﬁ continugd in & peried of slow economic
AEfﬁgféﬁa from 1867 to 188% and thirty bank charters were lssned
resulting in the formatlion of some tW§nty‘naw héﬁks;} In & country
such as Ganada a-ﬁystam was nseded, that would permlt the same
bank, through its branches, to undertake the a@m@l&ﬁﬁ financing
of the distribution of goods from one end of the Qsﬁﬁtxy to the
oﬁhexg f%%e numbe v af branches operated by the banks inoreased
ffaé 14?K;ﬁ 1868 to 335 in 1884 and thelr resowrces increased
greatly. Towards the end of this period a general depression
o enrrsd which was gevsyely felt in Canada. Several banks feiled
and the public sufered, @speclally the note halde:m? Tﬁi&a hrought
shout certain chenges in the Bank Act when it was revised In
1880,

The practical gquestion bafors the couwntry at this tine
involved the s@@ﬁrity of the note issne of the banks. The notes
of cartd n mspendaed banks had not bson vary prompily redecmad and
in the meantime had yasséﬁ o p gonsldershle discount, invelving
logs and inconvenience to the holders. In the new Aoct, bhank
notes were made the first charge on the general sssets of the
benk, while the denominations of bank notes wore fixed at $5.00
or multiples of that sum. Apart from the amendment with regard
o noﬁg issua, the act did not embody meny important new clauses,

Amondmente relabing to such matters as, giving a person recelving
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- psyments {rom o benk the risght to sek foy Dominion notes of one

or two dollay denoming tiong to the extent of rifty dollers in one
peymeart: inoveasing the proportion of cush reserves held by the
banks in Dominion notes from thirity three and one thixd %o forty
per ocents and mors detulled monthly retuyns fu vrxder o show more
tlesyly thely finsneial positioh, weve some of the features of the
now Acts The seotions dealing with loans on wayehouse raoeipbs end
bills of leding were brosdensd and the usse of the title "bank” wae
@::*@hi’ﬁi%eé to other then chaytorad banks.

The deonde betwoen 1880 and 1890 proved to be one of
genoral stagnotion, except for a teaporary land Boom in Menitoba.
Some of the banks involved in this spsculibion suffered soverely
but the bank fatlures dhich dameged the gemeyal credit of Canadion
banking, mostly took place in the oldey provincem. Heavy losses
wore snflored by the sharcholders, depositors snd noteholders. in
the onse m‘f the Hxdhange Emlz of Bontresl, the note holdors were
wltimately ppid in full, but the deposibors and other aredl tors
lost fully one-third of thelr olaims. The NMavritime Banl was fLorced
t0 vlom its doors in 1887 am little more than 107 of thelr olaime
wore renlized by the gene ral creditorse The 1ish of bank fallures
towerda the end of the deceds of 1880~-90 prodused the umual mis-
glvings with reference %o the safety and efficlency of the Canadian
bauking syetems The revision of the Bank Aot in 1890 incorporated
severel new fentures.

With refevence o ensuing the prompt redemptlon of notes

of a2 susponded or wound-up benk, the Anerican devies of & rodemption
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fuxd , contributed by sll the benks in proportion %o thely outstand-
ing note issus and held by the government , was magésm and adopbad.
This lnnovetlon was ineluded in %hé now Act and known as the Bank
Cirenlation Redempbion Fund, By this pwvision the banks weve
requived to deposit with the Minister of Fluance, Tive poy ocant of
thelr sversge yearly note glrveulation and il necsszsary furthey
 asssasma te conld be made. I the liguidetors of e folled bank

dd not arrange for the redemption of lte nodes, they weve to he
redeomed out of this fund. The minimmm capital requirad to start
g tonk was left at $500,000 tut the mount which had to be mid in
was raised to §250,000 snd this smount hed 50 be depoaited with
the Finange Minister before the bank conld commence businoss. Com-
plelnt ss to insdequate specis veseyves beld by the lbanks was onse
more vult in front, bub thoy were able, as umal, to demonstraie
the futility of enforeiny o nmindmum ressrve undsr the fluciuating
conditions of the note lssuwe, deposits and dlmeounts of Canadisn
henks. Faollitles were grented ohshling the banks to aid to e
gronter axtent than fovmexly in the produstion and distribution
of goods. The sections of tiw Aot pertelning to loms on warehouse
rocelpte and hills of 1nding were wvevised and the banks wore authory-
ized to lend to maufectuyers on ssourity of goods mpnufactured
or prooured for mnulfaoture, but sdvonges o the ovdinayy farmey
oy ~ﬁs*iau1tm~§$t . ON h&é frowing orops were not recoummended.

At the next decennisl vevision of the Act in 1500 the
Conadien Dakeyis Assoclation fowmed in 1892 wae given afi’mm},
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recognition. This sssociation has proved to be of greal use.

During practionlly the whole period from 1900 to 1913
Uanads enjoyed unprecedented economic development with the | rosull
thst seversl changos wors wade in the act before the next revision.
In 1904 the powey to lssue notos in British OColoniss was enlarged
and in 1905 the limitation of bank dirvectorates to ten membevs
wan removed. During oyop-moving senson $he bank nete olrouin tion
wos not sufflolently slestic to suply ourrency needs so in 1908
the Aot wes smended Yo pewmis o bank %o lesue notes in sxgess of
1t mid up osplial, to the emount of firteon per gent of its
combined vost fund and unimpelred paid up capitsl, during the
period Qotober lat b0 Jumunry 3lst. 0f the next yesyre Thess
axacss 1mues wore subject to & Pive per cent per snnwm tax, 850
the banks would attenpt %o esll in this lmsue ag soon affer Janusry
3let, ap possibdles

The next bank aot revision dd not teke plage wnbil 1913
In ad8ition to s great muny minor changan, the chiel amendmenis mede
in the sot 8t this #me wexe (1) the provision for shareholdoer's
sudity (8) the orention of centiml gﬁ&&mm}mﬁs; (3) the provision
of a&ﬂﬁ.tiem facilities for meking losns 4o faymers ond (é} making
it nocossaxy t0 sesure the consent of the Minister of Finanoe hefore
o mergoy could go through. '

In 1913 the Dominion issue of curreney was backed by a
regorve of 25% 1o guld or gusrantesd aswnm%a; for the first
330,000,000, lssued. Over this linmit all notes issued required a
1007 gold weserve. At the beginning of the war in 1914, the



parbislly covered issue wes malbed te 550,000,000« TLater on en
imsus of $16,000,000 was mnds, bauoked by yﬁilwﬁg soourities guavan-~
toed by the Doninion govewmments and $10,000,000 were lssued withond
any govers In 1917 an iesuo of $50,000,000 was mede to finonce
way purcheses in Conade but this lssue, baoked by Imperial Tressury
Bills was in due Bonrse liquidetod by payments from the Eri%ish
Tressurye

ii%u% the mogt lmpordant chenge in monetary shructure wes
the Finence Aot passed in 1914, Many 'rums?' voourved on the oheavt-
aref bonks st the beginning of ths way and muoh £01d wom withdrawn.
A feeling of Tinanelal punic @f&?&i&ﬁ&t thwuaghout thoe sountyy.
And so on Apggust 3vd, &ﬁ Ggﬁav in ﬁﬁﬁﬂ&il was Eﬁﬁﬁ@ﬂ ﬁhﬁ*&ﬁv the
Minjster of Fiﬁ&nﬁ@ @@nl& m&ka ﬁ&?&na@s ta %hé k&ﬁkﬁi on r@esipt
of &§@rgvsa.saﬂurltaasg The Einmaa@ Lot wop pesged o 1ittle Intber
in the month making provision for such an lssua of notes. The Aot
sl ® enpowered the Governor in Counsll in times of emergensy %o
anthorize the chartered Wanke to mnke paywents in their own noves,
instend of in gold or Dominlon notes, and to use the ﬁﬁﬁ&iity of
issning exoess notes thronghout the year ond not mevely during
the orop moving periods

Thronghout the way and eayrly post war pericd exteusive

nea wao made of this Aot and In 1919 1t was continued for four
years, Considersbles use was mde of the power tl issue Dominion
notas to the bunks egeiret approved ssourition and in 1923 the
Finanes Aot woe mude o pewpnent part of the Uansdlan Finsnclal

System. 8o Canads, slthough she has hod no sentmml bank, bhes not been
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in the dangerous position of ba;i:rxg completely without en elastic
glemsnt to oy curremsy. The Finence Aot worke similsr to the
radiscounting of commereinl paper by cenbtral banks tut the suslogy
he }4:@332 &g&im% mﬁw 1%&&& m thi& mxzmrs
Thare were mw z’w e::ﬁmmhngsg in the Bonk Aol
pxeept thebt in 1915 and 1916 enendments were mde with respect
o lending on oadtle sxd Tor the puvchess of seed groine The
mﬁm followad up the dovelopment of the oountyy ond sstablished
new brenches whevaver poselble. In 1913 tha mubey of brenches
hed grown to 2,847 as compared with 708 din 1900,
| BSeotion B8 of the Act rveguives perheps & 1ittle more
study then somae of the otherss This allows & bank o meke loans
e s enstomy on the ssmrity of mervchendise in his possessions
A benk will never lend under seotion 88 unlesa 1t 18 sbpolutely
gortodn of the honesty and sxperience of the custonsis
In the Beuk Act of 192%, the shereholder's sudly pro-
visions were strongthened and annuwsl and monthly veinvns elaborsted
wlth the aﬁ&éﬁ roguivemsnt that sbotonents, of contyolled companies
in the memes of whish any part of o bank!'s operations are sarried
on, must be fuarnished. Regulatlions vegording lonns woro smended |
ond advances to any officey or clerk of a bank oould not e granted
in expess of 310,000, This not with o fow smell e?zangea is the
ong wider vhioh the elmrterad banks now oporots, Hith the fallure
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of the Home bonk in 19823, provision wes mde {0y government
ingpestion by an omondment in 1924. Seveyal ﬁhﬂ&,ﬁ? ars bean |
mede fn the mew 33%3:312: &eiz of 1?“54 nw;‘asﬁsi‘hs&@& h;gr i‘:m é&twhmgmﬁm
of ﬁ%ze ﬁzm‘ ﬂi‘ fﬁmm. z%&.,t m;;mz:‘tmt @f ‘&h:&g@} changon ;m the
raquiranont of banks to hold » legal veseyve. This 1o the Tirst
time in Canade that commroiel bmmks have been vamired by stutute

to hold & logel romerve. The nobe iﬁma tﬁ?&ﬁﬁﬁ iﬁ a‘lm mg&mlaé

snd the notos of the Lunks *@ii‘i ﬁmﬁimmy e mk@m %::nx'%: ot ﬁzimulai;iima
The wain ndvarbeges of {he Canedisn aysten of bmneh .
benking cen be summed up en follows:
() DTarge vepitsl behind ench institution. The oustomers
of the smellest brenoh shave in the seonydsty whidh &
Ks&x‘gé sapitel alfords.
(3) Unity of poliey on the pexbt of the Loading tanks
during e erivissl fimneisl period.
(e¢) Power to squip svaery braneh with ample r@a@;ﬁ'%a for
medntaining somow veial ovedit by meuns of note isanss.
The resources of the braneh bank are very anlokly and
indefinitely axtonded.
(4) Uniformity of interest xeate throwghout the whols sountry
which does not vary more than 1 or 8 per cent botweon
i;h_a 1arge citles of the Bsat and the newer towns and
rapidly wmzming oities of the West,
(a) Bxpert supsrvieion by the central offlice prevents
bad bankings

{£) Bronches am be meintained in loeslities whorve the
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m in%?g of the hwusiness wuld st Juatify the ssinbiishe
went of o separate tenk with indsyendent sepitel.

A New York papox spealdng of the Causiien benking
systom, exprosued itaslf in this mnmor.

i ;5% 3&5&6&% -ﬁi" :rm ;a@f‘;*@"%@iﬁ- mm more alessly eoufoms o the
beot axd hrosdest sconomls ideals of bankiung; nons better caleulated
bo afivrd the largast publis sscommodablons: none batior adopbed
to insure & sefe ubtilization of the wurplne balances of the peopley
aed none betbey qualified te supply the delly Tluctunting wente

of trade with @ Bsfe ond conveniont alrvoulobing nedinm,” |

The olerteved maks sye niot the only anking institubions
in Copadan. There ars Numerons others with which we pen only dasl
wriefly in this droptov.

Lo ~Domdnien Goy

poxnmm t Sevines o le-
Frioy to 1929 thers were two oleasses of these hanks nemaly (a) The
Posty Olflco Sevings Denk woder the Yoy Office Departmont ond,

(») ~Thp Dominion Savings Bonke

Thees tan bunks wore smulgommied in 1929, Thay receive deposits

aul pay interast at the vete of 237 but do not pavform the veriety
af fim&’m mag Bhet the sharbeved monks ﬁﬁ&

operated by the Pmginelal governmonte of Onterio and Alberia. In
Onbario the funds wdcelived st these Banks are uaod sluost exolnsively

for Pinsneing ferm loans under tho Agriculiural Developmony Aot



22,

- 18 ~Guehes Savinge Bunke
Thero are two institoblone operating under the Qushes Savings
Bank Aote

(n) The Hontrssl Clty end District.

{3) Is Celese d'Eoonomie de Notye Dame de Jusbes.
Thwee banke ave bwrovwght wer prectlcelly sinilar restyletions
%o thowe applying to the Chavbered banim. Their commercisl

banking business is quite mwll and they aye sssentially “sevings

bonls «

The Oalgee ?ﬁmmma ars condnoted move in the iﬂmmm of LaTners.
They generally lend ouly to shaveholéers, who have the right of
muklng deposits oveyr end sbove the smeunt of thely shares. Thay will
mnke loans on firat moridgege on dmmovable property end in edditlon
will mke loons on the personal seourlyy of thely membara.

5@: whLenn, Lruat Com
Tee principel funodion of these coppanies is the ’Lmﬁﬁ.w of money
ont ronl esbotas In additlon to thelr coplisl they obtoin thelr

Slortaene snd pande sy~

funds by selling debenbures apd recelving deposite. Twsl conpanies
not as a;gmuﬁmm brusteos ond sdminietentors under wills o by
appolintment. ALl these companies invest for the acoount of thelr
elionts, in short oy long torm loens which may or mmy not be gusront-
aad hy them.
Theoe institubions weve orgnnised %0 Pfacllitets sgricultnral oredit.

By 1926 practicelly a1l the provinces hod esteblished aome type of
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Anatitution $0 grent sll forms of ovedlt, short, intormediate and
long terms The usJjority of the provineinl long temn lending
agonoins have been replacsd by the Cenadian Farm Toon Sopyd establ-
{hed in 1929,

T -Panny Banla-

Sesentinlly e sevings tunk designed to encourege sohool childven o

gove Wy deopositing o cevdedn sum weeklys Bub thely facilities are
ot antively linited to ahildrens
Thory aye very Tow private lonkora in Caneds ot the prasmt tine,
Lonng sre evallablas b they are in sstusl practlse only “note
ghavorat, ,

Mo attanpt bhas hwen mde Yo weove the sdeguany of
the benking feolllilos Yo med coonomie sonditions in ﬁgzmﬁm
Thie wlll bhe dend t with in the vext ohopter when we consideyr why

o oantml benk has broome nepessory in the Dominion.



CHAPTER III

The Royel OCommission

The Hoyal Commission was appoinded on July 31st,1953,
Uty gtudy the orgeniszstion and working of owr snbtire banking snd
mopstury systom, 0 comsider the srguwmonts for snd agelnst u cen~
ol lastitation snd 0 seke yooommendabionz Lor :ra*z‘ria’;ﬁirag oy supple~
menbing owr existing beuking and monetavy legiakation,®

Ei:.v iz not enough fo gay thet the Conmission *é:%;% sppoinbed
o study our economic probloms, we must conglder what brought ahous
thils inovensed Interast in cenbeal bauking. In 1954 D.B. Wilkie,
Presldent of the Jupezlel ﬁeﬂmk slated thet the time wonld come
When Cansde would Find it necessary to osiablish o bank of xve-
i%.i%mmﬁ ard in 1918 .0, Pense o Vige=President of the Hoyal Bank
made the sam statements Uo thal we see the ldea of 5 centyel
ingbitublon for this countzy 1s not at all new, |

«Reasons Lo appointmonts

in Chapter I 1t was pointed out that there haw bean e
gtyong movemsnt in Juwpe fowards the establishuont of Contral Banka,
it iﬁ not meoesssary 0 repeut the reoomnendstlons that wore pede,
suffies 16 to say that &1l soonumic and monetary confeyences have
adviped the sebting up of banks of issus in overy countyye. They
have found Lew advocetos In Cansds, due muinly to the excellent banking
gyaten whlch we possasse Thase revommendabions, although they no
doubt orented some intevest, ware not encugh to bring on an investe

lgation sudh as the Rowel Commlssion conduobeds
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The world has been passlng through e period of declining
 priess end aaariéus unamployment.s It seems natural Loy pesople to
place the blame on existing institutions and & groat meny complalints
have beon made sgelnst our banking systems Heny 0f the accousations
wors very dujust, but there is enough truth in them to make the
‘banko rs feel wnensys Owr tonks have boen opernted on sound snd
conservetive lines md thorefore in had times, they sve consldered
hérﬂ and unjust. Peaztizzipa they have boen 00 centious but. they huve
given us the security whioh the United States banks d4d not afford.
‘I'hé serions banking erisis suffsred by the United States caused
Camndions to question the soundness of our benks and o inquire
vihiet could be mna to hielp bvetter conditions. ,

One wheel of ouy monetary mmehinery meelved o groat
desl of atteontion end abuse, memoly, tho Finanse Acts The opinion
in meny quarters wvas 'f;irmt th@ ﬁst hﬂd xm‘f; mr%d as aati;ﬁ“&e‘bc)rily
"6 it might Tave and ‘hs;al net i‘umtima& in the «;fznnar that o central
%nk yrasmmzbly Waﬂ’iﬁ in protecting the gold yesorves and that 1t
@d not contwl or mana o erodit by zﬁa’iﬁiég oY 1@?@@1:}@,“&;&1&@%}?&
mtas- The allegation wes made that in 1928 the vho riored bo ke wer .
with&mmmg sold for export and mainteining their own reserves by
horrowing under the terns of the Flnavce Aste It woe o¢laimed that
if a central bonk had boen in existunce, this would bhave been '
stopmd by velsing the reto at which the bank wounld haw made a«iva&ess; )
As o matter of Tfaot, the chertered benks wore not involved iIn any

such operations.
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The mﬁizz &;}ﬁ@&i‘biun to the ‘"insmm Aot is thst 4% doos

not eontrold ez'adit;, The &rgmmmt n&aé 1& %}mt the ii’maamry :r"sezszrci

are nob t@mi”m*sz gl therefore wars not afficlent enough o operate

offectively in eurbing the speoulablve manis which eulminsted in
the crises of 1929. It ia guj ;ﬁ:ga mﬂ: thm: tmfkax‘ th@ ,éx»:s% the
banks omn em&in i‘am;a;a;ﬁiia& by them to meet the ﬁﬁi&ﬂr}ﬁﬁ of -
%auaimm ais 8 15:&*;@3? :mm, than t}m gondral bank would have to
obarge in order 0 CONGErVE :itﬁ gold resevve, Tho sentrsl bank
could ourb swh exeoss expension of business as would if unchecked
rooult in dissstor, by Increesing the cost ol thove funds. Thus
the Floance Aot doss not usg its disoount zate tu contwel eredlt
in the wey i% should.

But not only is there o demand Loy oredld conbyol,
but slse for botter eredit Taellilies especially for rinencing
agrlonlros r’fm fomers c¢lulm  thaet they cunnot got the oredit
meegscary to ocoryy on, except at an impossibly high vatse If the
banke have heen e triet it 1s beonuse of the riske atiuched to
fivenc ing agrlouliure and & centinl bank cennot be expechted to
meke Josns that oxiinery benkeys censlider too risky. Sush a
bonk must opavate with the sim of providing a sourcee to which
the clnytered banks mey twm In ossoen of amevgoncy.

It 18 quite inkerosting o notice that wisreas evon
the smallest countries in burope bave long hed or have recently
optailighed, o centyal benk, thore hes boaon no corresponding in-
stitution in Cansde o countey of such finenclal and esonomic

ftmportance. Vithin the noriower sphove of the British Comnonweolth
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of Nationa, Canods :Lz% }‘;hfa 183‘2: among the mminima 0 establish

re ﬁm%:ml %mlu | 323@ zlaam i:hiv; foot,. awafamgmniaci ‘by pressure from

szglsmﬁ hed o gmm: doapl of Intluenco on our fﬁ?%i’ﬁm’&f@a rentral

saal and emcii ;imrb raﬁ@t:‘w ) "zam@:;wa Bank in mfiiay They have
va‘%}.}.?@‘f‘iﬁ}" &&@@m éxx iné 1533&:13%1@ part of their fluvanoeisl styueture
amd it is expented thet with such ¢ bonk in ﬁ&maﬁgg, & groatey
degres of 133?&*&@,@&2&@&1 co=oparation can be mh;iwéé on soonomle
;melémg “*’?&a imﬁx@xxﬁa&im 3&&1@*' of ‘&mﬁ;mlm has rondered servioces
L;sf mmﬁﬁim&hla Vzﬁamg snd was the mam of helping the cowntry
over a porlod when ite ability to provide axd to tysnafeor the
sorvice of 1te 'Wfammz; debt, was seriously in question. The
Reserve Bank of South ATrice wes of great use 1n bolping the
gommereinl banks to nagotiste '&:&#& dirfionlt defiantion poriod
folloming the wers

The fineld step thet we will conslder is the alleged
onfusion in the Dominion m*ﬁe& ingig. An :i;fzptt% rbont pavrt of the.
Canndian mone tory systen, o the peper owrrency lssued by the

- govornment . }Deminimz notes ayve now issuwed under the sm*i:}m riﬁy

Qi‘ t:mwa sa‘t;mmzase 3y the Dominion Wotes Act of 1914, the Dominien
@s}?ﬁ%‘maﬁﬁﬁt i&s mathé%iwai to ismme notoes up to $50,000,000, sgainst
e raserve in gold equal to twenbty-Llve por cent of that amount,
By ohapter 4 of the Stetutes of 1915 an iseue of 526,000,000 is

suthoriged without any reserve of gold, §$16,000,000 of the notes

10 b agoinet eertsln specifiocd Camadien rnilvay seourities gusronteed
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by the Dominion govemmut. Notes may be lsoued to sny additionel
amount 1n excess of 576,000,000, but except os pwvided in the Fin-
e s Aok, an amound of gold sgunl to the exooss must he held. The
Finenoe Aet pw vl des that the Minister of Finane moy make advances
o the benke, by the iseus of Dominlon notos upon the pledge of
goartaln sporoved secuwritles. Theoretically there is no lialt upon
the notes that mey bo 80 issued exoopt thet lmposed by the volume
of olagible seouritien in the posasssion of tho honks. It is anite
apparent that the miure of Dominion notss vh ldh bBelore the way
approximted to @ld cexriif lontes hav been grestly oimnged by the
operetion of the Fimangé Acts Peybaps wo will get s hetter pleture
of the sibustion by o sisbenst 0 the Donminfon note lssue as 1%
sboud on Jung 30th,1933%. | |

STATUPORY, AUTHORITY  _AMOUNT OF ISSUB

rin&nﬂﬁgﬁﬁﬁ. : gﬁl;?&égﬁﬁﬁa

TUTAL ISSUED  §384,427,056.

pird
Koy il

Amount issuad undor Dominion Notes Aot
ond apeocisl Var logialebion ssscescvnsos g132,408% 088

i‘fﬁ ﬁaﬁkiﬁ& ﬂ@@@i‘iﬂ&ry’&m*uasnus%'sﬁ 400,000
3 ’i»# bRGEECRNBAS §9 {.}GQ QQQ
1QQ " q&-‘aﬁna-@,lﬁnéafﬂﬁaﬁg

Godd Roserves Reldsssnsananonss q%ﬁ? 274 gﬁéb
Gold Reserves needed

gmg 25% of 50,000,000 o
:waz of 56, 433 058 $68,983,058.
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It moy be necesaayy, an Mre Heleod stated, to establish
o definite baels for the Dominilon note issue 89 as to gorvest the
anomelien in the existing leoglelation. Bub i the prineiple of A
push iseue is definitely establidied by Perlisment, the Vepertmont
of Finsnee is fully compstent to operate the note lssue. The publie
- préepuns that there i& 8 e proflt in beuk note lassue, and that
thewe fore this funetion showld be tuwned over o a central bank fory
the benefit of the gtobe. Bub ag s matbey of fact the piofit, if
eny, is vexy small. |

~The Case or the Chartoved Bankse=

The work of the C;émraiaim‘; took them m»@ gupst o
goast and mueh velualle evidenoe %mfa submitted to thom. They
endoeavoured to coms idey the svidenge with e alm of improving
sl strengthening the Cenndisn Mmbking sul finsneial structire.

Ag o vamult of thelr investligotion the Commisslon by s ma jJority,
advised the immdisteo setting up of a contzal bank. During the
henrings, the up Jordty of the opposition cam Lrom the chartered
banks. Hr, Jehs MoLeod, President of the Conadisn Benkerts Assog-
intion, sunmmed up i:ha bankerts polint of view. Ezfigi‘l:gr, thelr
argunents are ap follows:

With & small number of strong benks operating branch
offices Qancde, alrvoady possesses the sdvantege of groat mobliity
of loanable funds, highly developed sxperisnce in the use vf thome
fuds and B wnk note ourrensy in sonjunetion with the Dominlon

note issus, autommitleally wesponsive to the countyy¥s reqiremonte.
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A8 to the Timnce aot, the banke o aupport 1% stronglye

~Finance Aot~
e prosedure of this sot frop the stemipoint of
the benke ls admirebly conveniwmt, Thebankeys apply snnually
to the Tm&,_ﬁ;;?ﬁ,f Doswd mra,zimai‘ %sm@i@-y -sgrinet. which they
ple ﬁwa asa;m:r* ities of the. ﬁhﬂm‘aa--’k&z‘:Jﬁ,«ﬁ;imﬂiﬁi&&-b;&twiﬁiﬁ Agte. The
za&iﬁi’iﬁiﬁﬁ% H1o 1&&3@& w ith the ?faﬁsiwraﬁmwal ﬂf mw%a and the
bszzzzﬂs gam @%3.«':3 m obtain Dominion hotos z%x@mmz* *!;m%; need a teme
purery enlaxgemond ﬁi‘ '%}mi:z* sash rosourcoss
Goverel ly spesking the Flonmge Aot has porved o most
usefal purpose to the Dominion, fivet as o provantion sgelnet -
panle during wor yoars ond sopondly ss an omergonay measure during
the post war pariod, durins the movanent of orops oud fovr govorn~
ment fimeneings
~Crltioions Roissd-
 Continudng Mye Molaeod deslt with oriticisme rolsed
sgelnst the Ao, _
L The Finanes Aet, peimite en indelinide lvuvoase In
the Dominion note imsunes
This oriticien overlooks the faet that & coriain
swount of contxal, of the notes lsew d in this woy, aotuslily
axists by mescon of the Tressury Bosxd fixing the linss of credit
gogorded the banks. The Aot itsslf does not plese sny ohligetion
on the Board to ©ix mch lmiﬁﬁs, nor %o control the total amount
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of notes outstending by venson of sdvences under the Aot, butb
in practise this is done .

Bea %‘i’m gﬁtaﬁti&li%ﬁ.% of 5 posslbls large. imma&sﬁ in
Dominion mms m:_tammiimg over mfi &%@V@ t}m ﬁ%&f%@gﬂﬁfhﬁ in the
Dominion ‘ﬁfc&‘tas Aazt were tcsmsm@ inﬁ‘mf;i{m of i},’&a :ﬂrmnﬁy mr%z
of mgmfi ti: ‘tm ::mmwyfa pobual noeds.

1’?.;@ Bankers do not feel that this oritielism is Jnat-
ified. It is the maturel desire of the banks o 1imit thely
Finenoe Aot borrvewinge to temporary periods and "ﬁ?;iﬁ Largely Or P
sate the eritlclams referred to.

e The yate ohuarged the bauks for edvances undey the Aot
hss not been in line with ougvent conditions but st Vimes hes
hean inflvencved hy others.

The bankers deny this chovge. They adnlt thet thers
iz no propevly comtituted body vesponsidle for the supervision of
oredit or exchange in Cenads, bub they elso say that expoerdence
has shown thet no sentiel benk was able to control the boom preceding
the oxisis.

~Gantral Benk-
The prineipal new weapon, which & centyel bank would

R st

give Canade, 1o the moans of condrolling oroldit affordad by open
market trmnsaotions, bdul we hovoe no money murket ond 1t wonld be
vory diffioult tou oreate one. Jutside of tho ‘h&mkta thoeres are _
no portfolics of scceptances or sommroisl bills, and the 1 sau0s c:;:f""
Troossury Bills ave not coutinvous enough to affoxd o supply of short
forn self liguidating oblizotions,
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It 4o bhelioved tha$ the co-oparvetion of gentral banks
is necesasry, to0 have e internationel gold strnderd. Thevs le
serteinly & nesd for eo-oppration but that doss not nasessarily mean
6 central benk, | | ’
| ~Heekno ssos of suoh & Bank.~

) The publio will expest too wuch from the hank to start
wlth. Ouy ‘ﬁankmg syston 1o Yoo strong for the aetral bunk to
hold & dominnting poatbion ab the ’bw@nﬁiﬁg@

é; The Benkers Geny that sueh a bank can control the level
of prices and direction of oredit which the ggzex%fi lo-will axpoot.

The Benks of EBnglond and Sweden sesm to have stabilized the lsvel of
gommod 1ty ztsrimﬁa o bub this is due to peoulisr.oond itions, whidh night
not be parmlieled in Csnnds. Wo have not the méney market machinery
nor oconld owe bank be booked by povornment remourves even remotoly
mﬁz&mm ble to the Exdhenge Baquitization Acoount in Pnglands
~Credib Controle |

The tank is expeoted to Be eble to contwl flusituations
in oreldt in four woys. ,

e 'i"ixs BROHTC iﬁ%, in xm’%alia #33’1@ private, é:t‘ 1%s morel suthor-
1*%-;‘9'; mia m{mmw a e’i&.m%;ﬂmmé;a of the hitﬁam m:i.ihm m‘x& & pro-
stige wh m:a zmz #h imvimmv ’ﬁza & pr s&ﬁuw of' ﬁs&w gxfwmg ”

Bw The purchase and asﬁa of hw&a in *i*&ie open morkets Ve

Thave disonssed the diffiouities nttashed %o “t:hi%s function. There

ig the added dsnggﬁr that any atiompt to oreste sonditions of "eapy"
money In Cannda, might load to hoavy importations of bonds Lrom the
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United Stotes, cpuse o pressure on the forelgn exehenge nsrket and
an outweard drein of gold.

5; The ;gaxzmh&m ond sale %33? foredan %{%}mng;m Thass opey-
a‘f&i{}‘ﬁ% would heve & mora immediaste &ffa&t than the purchass and sele
of seouritias in the opon market and would present no diffienlties
not perallellad in othey mrketn,

4: Bolsing or loweying of the rate chorged on advances %o
the o i%’zmi%&miﬁ;?}. benlm. Contraction of oredit may he brought, about
bub exponsion would be mowe Alrfioult. It would be hexd to fovos

our strong benks to advenos oRedit,

’: Mot e Zam{sé
The ﬁmkﬁam zﬁm s*&mngw gpposed o glving the a&:mml
“bank the sole wight of rm“t:e; mmﬁ;a e note lesulng privilege is

ons of the fentuyres of our aystom upon whilch the sconomlo shrugture

is bomed end the benefits to be derived from the orention of a
gentyal bank would be desrly purchesed 1f they inwlved any weake
ening of the sxisting stwmoture se resulted in the Benks being
able to give the public less adequste bonking servioes."
Lo Bmall byenohs 8

Tha benke claim that if they lose their note imsue, |
they cannot mmintein some of thelr unprofitable breanches end emall
commnities might suffer, The banke uniseusd notes are used as
the oash reserves of smellsr brandes. |

| Ze Barnings

Loas of the nobe issue would seriously lasson the banks
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sarnings. I any constmotive purposss were be lng sarved by
paking this rivilege sway 1., if it would give » aentral benk
a Dobttoy emtrel of the reserveir of credit then 1t would othey~
wise possess, the questim wonld be argusbls, but no meh purpose
would be served.
~Bovlmrte suggestion Loy Anenfment=

it the assumpiion s made, $hat the Trossury Bonrd is
ot fltbked to exsrolss the supervisory sud control povers necgssary,
when dealing with the extonsion of eratlt $0 the banks under the

Pinsnes doty 1t is suagosted thed sn m@mzm}wﬁwm Board oonposed

L
of exvevts In flosnee snd ourrensy, shcmlﬁ e sppointed $o administer
the Tonetione undey the aesf%;; now dolagated to thy Trassury Yoord.
Such & body shovld have the suthorlty 4o swe that the twial smount
of oredits gronted to the churdored banks wes in keening with the
vagul mmente of the countyy, and thet the rates chorged on suwh
advanses flusiuate in scewrdunce with owrent conditions. The
members should be fyee Lfyown oll politionl bias ond chosen only
by thely tochniosl Inowledge and egnipment for the toska

The only practleal measure, of controd of the wresaervolr
of eredit, that oould bo applied in Cenedn, i2 throush the rogulation
af the advarces to ths charbored banks under the Plnonce Act snd
the »ate of inbterest churgeds. The Administrative Board should be
fully competent to deal with this pheso of the pwblens 48 %o
stebillslng the external purchasing power of the dollary, no insupor~
able 41rfioully should be antiolpated elther with the existing
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maohine vy or under the Bonrd propomed, provided the government

gupplios the neoessary fundg.

~{onolusion-
4s 8 rosult of this study of the gquestlon the bankers
sonsider thet In the present e;:fzﬁﬁrafg@lgf disturbed stote of Imeiness
1t would ?3@ most unwlse o experimont wikh an orgenization sentirely

new to this countyy, nemsly, a central banks

~Raport of the Roysl Gommisslon~

In presenting the ms jority %@gﬁ%% the Commission, cone
| aldarad the sdegueoy of the existing sgnipment of the benlking ayﬁﬁﬁmg
%0 pley ite part An the netionel sconomy. Insofay s the ordinary
fanotiong of the amzim@mmi banks s | poncerned, thay have hesn per-
formed adpireblys With vegard ve the Finamee 4ot although it furn-
ishes memns of immmmg the arvedld base, the wethod which it
ambodie s, resuyded as parvt of the nowmel finenclel machinery of the
sountry, l8 mnsatisfootorys. A% 8 tire when e dejorloretion in
anada's bolame of paynmis lod to m oubflow of gold, the bunks
eonld keep up thelw f&aéwaa with Dominion notes obtained under
the Finsnoe Acts In thiz wey the powml working out of the
gorreotlve masures wes missing.

The powers of the Aet ave eontmeted to & Boavd which
is in erffect o ocommities of the esbinet, a system with meny dis~
advantages beoouse of politiesl interferences Morewver the Aot

does not reguirs the Depsrtment of Fimawe to hold any gold vessrve
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against the notes issuad W the hanks. A so-ovdinating element
ié: nagesasry in the lnking systenm becnuse there 18 no hody at
preasent, which hes the responslbility of supervising oredil or
grdhang e

An Administyrative Boswd, as suggasted by the bankews,
in the epinion of the Commiseion bonld nod m@c;mwly periom
the funotiong that the present systen feile to peyfom, wlsss
1t hed powers a1d owvganlgetidas so sinller to s ﬁe&mm,‘i hank, that
8 ok nlght 88 well be estobliched at the stard.

~Reoomnendation of the Coumissions |
Iin ?:i@%# of the wenhnesses in our exiating ayasiean, the
Gommiesion recommended the establidhuent of & ventral bank.
| There 18 no remson to suppose that s diveotorate of
the noeesssyy quality cennct b foud in Conedas Even LP we have
no highly developed monoy merxket, some sort of sontrol sould
undoubtedly be achileved.

A well menaged bank, through its discount rate, purchase

snd asle of securities, and opevetions in the rforelen exchange
morket, would have o Aecisive influencs on the credit situstions
-I%s holding of zold and foreign sfohange could bacome & Lfactoy
in caryying out the extemal walue of the ourrenoys. In the Q:{ﬁﬁii)ﬂ

of the Commisalon the time wes very opportune for its seteblidhment

and them should % very libtle disturbense to the existing systen.

With respect to the coat, it connot be regoyded as of major lmport-

moe in a countyy like Caneds.
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"4 centrel bank would substitute for the presont
undevolopsd and anomalous systen, a more rationnl and unified
sontrol over the ersdit stmoturs; 1% would provide o sultebls
ingtrument for the exeowion of & netlonal poliey in m@g&m& to the
extemnal velus of the ouryrency; it would bs inorosmingly s source
of skilled fimsnoeinl sdviee for the Deminion and possibly the Pro-
vinoinl Govemientsy snd finelly 4% would provide o centrel body
which gould maintoin velstlions with sinlley institutions in other
pountries, which find at present no counberpasrt in Cansda wlth
which to maintain contnot.®

m,x? Thomae White sud Mye Besulyy leman dissented
Trom the argaments snd conalusiong of the Conmission ss to the
need for n ovntrel bunk ot the present time. . _

We will comsider trilefiy thelr views on those c;;:zmt'imm

~Finenoe Ao

Sy Thomes Whilte stotes very cleayly his views on the
Pirsnos Aot, as Tollowse: '

L« The stetenent was mpde thet the Finance Aot wes the
gifiolat agent vhich mude ¢ffootive the poliay of inflotion which
Conads Tollowed in oomumon with all belligerent sowntriess. The sot,
? inatend sa:&". being m instrement promoting s pollcy of avsdit Inflation,
sém&aﬁ. with the highest offliclenty the purposs of providing, in |
sonjunction with the note isoues of the banks, adequuis carvency

facilities for the Fimenoing of the wapidly mownting volume of
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profdustion apd trade, Mo geniral bouk in the world dusing the war
poriod or poest-way period Duuctloned mors smoothly and efficlently
or was batter adoplted %o nstional needs, than the Fineive scte

2 The Finencs Act wes in no wise responsible for the fall
in the Oeredisn dollar in the lmuwedlste post-gar period. E)izring
Phis 'pa%-?:ifs{ﬁ owr dollay 8t008 ab 5 higher gold exchangy then the
guryensy of Britein or sny obther Domindon of the Bwpire.

B It is alioped that the rabes oharged from time to time
on Fipsncda Aot sdvangen wors not ueed ag an lnstrament of oredit
srpanslon end eonbtmobion but were mmlnly wvaried t¢ meet the exig-

gpeias of the Dominlon Qovyomme

nta Tlmaneess The mates of the
Finpnoe Aot wers precticelly sinmiler to the rates chuvged by contral
banke which presumbly weiw employed ss lusiruaais of areldld expen-
slon and contmebion. As o neeting the exipgencles of Gorownmont
Plmasing this 1 Qous in oll countries. It i cenbral bank practise
to rogerd Gov erpoent oxigensios us o factor In fixing the dlsw unt
rate wisn coonsion 50 regmlires.

4y With reaayd %o gmmmm inf luence affeating the sdminist-
ation of the act, no ovidence ceme bofore the Commisslion in suppord
of such o suggesiion, The adminlstrmtion of the Aot wnder all
governments lme been wholly fyse from any euch Influenpe. I¥ it

wes thought meessvary to Limit the aggregate amount which mey be

borrowed Wy bonks under the Aok ov that axpart sssistume wore
nesded in the Tresaswry Boawd, legielation comld be roudily enmcted.
I% may W of Interest tv know that since 1914 the Dominion Govemn«
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mont hes reeeived $22,782,602 by way of interest chovrgod on Finsnoce
Aat adverncen, anl this ot practioslly no 2dditionsl vost %o the
Dapo vtment of Floornoee

~Jantral Bonlw
’ Hir Thomes Whibte ayd Mre Beoudyy Leman both dissent fyon
the mcommendation mede by the Commispion that » senbrel bank ehould
e sutoblisheds

Ls ‘The time ia inopportune for orgenizing o ocentiel bank
in Cannda beoouse:

() ™ a timo of great economie difffculties the fullest oo-
oporation is needed with the {inpnoiel Institulions of o soundyy.

() Under present conditlons, s monstayy policy csnnot
be placed bheyond pelitionl Inflvenoe.

(o) Davelopuents may SO ﬁ%iﬁﬁ wicht necesslitote Dnd-
amntal ﬁh&ﬁgéﬁriﬂ senbrel bonking.

2o It must beo ascertained Beforshand that n aontrel bank
wonld be &ﬁﬁuré@ of the goodwill end co~operation of gach and
gvary o of the Provimes of Canades

2y Featuros of the proposed constitution which sppeay
unagoespiables

(a) No éiffeveniintion is made hetwoen notics snd denmand
deponite.

(b} e powsr of the Bonxrd to carry thelr cash reserves
elvhor In gold oy forelgh exchonge.

{6) fThe provision a&%ﬁﬁriaing thae Bank o baoose the bonkey
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for Pyovineial Governments might lssd to undesireble friction snd
ili~feoling.
(4) Vveesnoles in the direotomnte Lrom tlme to time should
Yo i1ied By the Sovernor Geperal in Counedl, %o myold active vane
yagsing Wy snndideten socking slootion.
Ao Burficient shress hoa not beon ledld upon the Justors
of metimel recvery, fav more dependeble pnd permansnt then tho
tanporary adventages of egpord twade of vew mederdeda ovr foodatulfls.
e A bank nevly esbablished snd enbrusted with the ownevship
of the entlrs onch reseyvves of Cenedlen banke snd sdministered by an
unbdried and indapendent Desrd of Divegtuys with the 13{3*&;»&3:’ of gon=
Prolling survensy, eredlt avd seourity lssuss syl cherged with
the oonduet of nepoetietiong rospooblng ouy esxbsroel public finsnce,
would he onily sn iﬂ;ﬁaaémi; t Lo the Government in this trying period,
b Go-operabtion newssayy Loy an internationnl gold stonderd
oen bo achisvad Wwtier By dlvect negotintlons of Governmsnts with
Sovernmut e
With respont Yo som of the speoifie rensons pub Lforwerd
by o mmjoxity of the Comnission fn fovour of o Central famk Sip
Thompe Walte swwarines his vbeervetions as follows:«
1o  The fact thet vemizel banke beve beon ovseted by numerous
other sonntriss I8 Bot & valld Yoosons
2e  Bxpressions of apinion by inverpatlonal gonfevences ne lon-
gor, oaryy wolrh$ with the publie in any port of the worlds |

5. Mo Doard of Dimelors no mettar how enluent ite pevsonnel,
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would be wise eoough to Yo snbtraeted with the duty of influencing
the levels of economle notlvity amd prices.
A The astoblishent of welationahlps batween o pentyal
henk dn Canada and other centrvel banks, does nob warrvant the expense.
In sopelusion the detewminetion of the cuestion of the
afteiaabillity of esbebd iabhing o Gentml Beuk for Cancds 1leos with
The Bovarnnent ol Yarliaent of CGennda. There may be oconsiderations
af polley velating 4o the prometion of intwe~Imporiel snd internat~
lovml teede whid moy *‘uzx‘%'ﬁ'i“:?’“il‘i? infivsnoe thet debsranimtion, of
“whieh, the membere of %ﬂﬁ Commission have no lmmwediste knowledss.
In the pext ohpher n summayry of ths new Dpnk of Canada
Apt 1o aubmitteds The Aot follows ouite elwely the cmativtion

propoged By the Yoyal Conmission.
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CHAPTER IV

.o Bank of Oanada Acte

The Bank of Cenads was lusorporated on July 3vd, 1954,
to "regulate ovedit end ocurvency in the best intevsste of the
aconomio 11fe of the ne¥ion, to gonbtrol and protect the externsl
voadus of the uvetionnl momslory undd ond to mitigete by its influ~
anoa, Lluctuntions in the generel lovel of product fom, twade, prices
phd soployment, o0 far a8 may Bo possible wilthin the saope of
é&@ﬁﬁ‘ﬁ%’iﬁf sotion and gonerslly to prowete ths eeonomle apd fin-
anoinl wellave of the Dominiae®

Tor euss Of yefevence o synopsis of the new Bank of
Cannds Aot, embodylug the main festures, is included at this
polnke.

»Gonetitation of the Bunk-

The new Dank with head offioce in Otdawse is under
the moomeemat of & Boord of Diwoetors compossd of o Governoy,
Depuby Governor, Aselstant Depuby Govoernor, onl seven dizectors.
The Governors must bs men of btested hanking experdenoce and the
Divectors men of diversifisd occonpations; none of the latter con be
bankers oy bank divecto rs end no memboy of the Boaxd ocsn be a |
membe v of the Dominion Periiament or any Frovineial Tegisisture,

or & Civii Berveut.
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e Governow of the Tsuk is the chief sxecubive offleoy
and has the diveotion end centrol of the business of the bonk, with
~ full suthority ¢ act in 21l m‘w@m* which sre not specificelly
resarvad 50 bo fAone by the Beard or by the Nxeoutive Committese
somposed of the CGovewmor, Deputy Governor med one divector solooted
by tha Bosrde

=Gapl wl snd Shevese

The eaplial of the benk iu £ive mlilion dollprs but
mey e inorsased Trom tiwe o tlmes It is divided up into sheres
of LIty dollars asch, not movre than £iftesn t0 be Iwld By any
individmsl. Hove eon be held by any chartered bank or any of £1o0y
of & banke The 1iability of overy shereholder ie llulled to t‘;hé
piwunt for the dime belng uumid. There 18 no dvubls 1lisbility
gudi a8 we Tomerly in the dharbered benks. It ls not necessary
for n osmbyal bank 0 bove & lurge caplinle The smelloy the oapital,
within wesson, the lems is the aemwﬁiw to onks profits Jow d tvidend
wazposss, Slugs the Donk of Camds iz & compayatively small bank |
it is not wiee to wllow ony lorge holdings by any cavialn interests.
A& whoayrbersd bonk might be able to axurt tob mdh pressurs :%.f they

wore sllowed to hold shores,

«Busi noss and Powers of thoe Bank-
The ocentral buank's powers aye defined s0 that it ocan
.bnly do the vary bBighest sluass of business, inwest only in the
moat liguld types of mecuritles, and meintein o atrong position
thet will enable 1#@#&&@ the eountry over pericds of straine
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~The Bapk of Conads ip enpowered $oi«

{a) buy snd sell gold, sllver, nickel and bronze soin and
gold snd silver bullion.

{(b) tbransfey funds by belegram, letter or othor mowns of
conmnimtion, buy s sell trede snd bankor's scosplsncss, lenkerxis
drafta ond Billes of exchange dvawn o or on plages culiside é:a?’ Cammdag
foy &-ﬁaﬁm of not more than thrse months.

{e) buy or eall or zodlscount shord tewm secuvitiss, issued
or gusrarbsed by %h@ Dopdron of Cansds ¢r sny Pedvinelsl Gevernnent
meta Wong i not nmore then dwo g@%ﬁmg

{(4) buy snd sell seouritiss issued or guorentosd by the
Dominion of Cenads or sny vrovines, meburing in over two yoaros
e émmn‘ts of such seourltles must not oxooed three Wmes the
podd up capltul of the bank.

Baotion Yo' wefers 1o socuritlos on which buhks

.y sesure ndven oo b

SGootion 14 yofers Lo pernenent lavestmonis of

the Bank, not B fur quick turnover.

{8) buy axl sell shord toim pecurities of the United
Kingdom, any British Doainion, e Unlied States ¢f Amoriesn, oy
Franes having o metority nob exeseding ¢ix monthe.

(£) ‘Touy ond sell seduriiles issued by the United Kingdom
Oor the United States mituring in over siz mopths but the apount

of such seourities wmust not Yo in excess of ope~hmlf of the paid
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up eapitesl of the Banke

{&) -‘ﬁ%z;r. aell oy redissomnt Wills of exchenge and promissory
nobes endorsed By o chortered honk drnwa or lseusd in sonnestion
with the productiion ox mevintimg of gods, snd having s maturity
of not more then three morthe. | _

(n) buy, sell or vediscwrt notes amd bills of exchenge drawn
undar seotiar 80 of the Bopk Aet pmeturing nnder mix months, provided
the Bank may itecll Limit the &m&mx% of such paper 1t X3 zé%éiy to
redloooant, %0 o perosntege 9f 1te fotal asmots, whid wmtnrs in
ubder six nmonthe.

{1) meke loans or pdvences £ov not mow thon three months,
t0 the olnriered benks on the pledge of the forvegoing clnpges of
seouritios, Bille of smohange, promissory notes, Cansdinn municipel
secwilles, gold and eilver volns i balldon, or dowunonds of
titls releting thereta, This weplscoes the sdvenoes mede by the
Hinlster under the Finonoe Auls

(4 male loans or edvinoss to any Domindun or Provinedal
Guvernments on the pladue of vendlly murketable sccourities iamied
oy gunrenteed by these govermmenbe. Thare 18 o great noed of contyol
on the poart of the mensganent in respeot 4o this éaéxﬁiﬁm Advanooes
mast nok be for poriods exoeeding siX monthoe

(k) . meke iosns o the Domindon or Provineisl Govermmants,
mroh lonmw ab my ona time, in the oase of the Dominion goverment
mst net exoood ém third of the estineled revenue of ite fi%;&ﬂ; yenrs

In the enme of the provineial governments the loans must not sxoved
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ong ~querser of their sstimsted revenuo Lo the fissal yeare Such
losng onst bo repuid belore the end of the flrat guarter, after

the snd of the Plegsl gy of sueh govoroments. Those sre showt
torm advanoss sade in the oniineyy course of hugivess in sntielipstion
of tex rooeipio.

(1)  buy ard sell in the open merket, for the parpose of open
mayk et tmusectione, sootvitiss, soble trenufers, banksr's nocoptonces,
o biilﬁ off oxthnnge with or without the andowamunt of n ﬁ}mﬂémﬁ
banks |

{m) eocaopt from the Daninion or eny Provinelal govermment
or Lrom ony chorbered bonk, deposiis, vhidy chall not benr lnbarest,
Ko deposits ave socopted from fhe gone Tl public. |

{n) open pocounts in & sentrel benk in any couniry or In
the Bomlk for Intornetlmmel Sedilements ond zot aw sgent in Usnads
i%;:z* guoh sgoounts. |

{o) aaguire wenl ostnbe For the nee of the banks

{p) deo sny Timncisl operation vevessary 1 earyy out the
BLOW PUrDO SOT. )

The Bark mey soquize from any ohartersd hank and hold,
sty warehowo reosipt, BiLl of lading 20l other seowrily sa collsberal
an ¢ mey sws for vopayamb of any BL1) of exchangs ox promissery nobe
seqnlrad by the bonk.

The Bank con nobi

(o) engage or have & direot inbavesd in any tweds or business

wha fgoever.



{(b) parchese ite own stock vy the shores of sny sthey
nk oxespt the Benk Por Intornstionsl Settlements, ov muke loans
on the sesw ity of bank sknres. '

{e) mako loans on the seeurity of any real or fumovable

proparty exaopt when ite funds am endasgered 41 nby seours iteelf

by asguirving swh propeviy, bub this must by vosold os so0n ey prectios

ahle,

(@)  mtke Jems or sdveoes W thout S—

- &éﬁﬁi&fﬁ Goposits for o fixed torm or my ii:i:fﬁ srank
or. eny deponites -

I pilow the remewsl of weturing bills of suchonge, proms
1osory notes oy similer dwunats pumbaosed or discounted by op
pledpnd to the Bonk: provided that under speslal slreunsbtances the
dlrsotore my in thelr @lsovetion ronow Loy not more thob ong

more ting,

~Buainass Tor tha Covernmnt s
T ek sots es the i seul ngant for the Borminton
Qov arnmany z%ﬁz Wt e ha reg ond by agresmevd oy olso aot e bankey
gr Thsesl agenb of any Provinedsl sovemmrmnie
If the Hindeter pequdraeg, the Bank must ol as the agent
of the Dominlon Govermment In poenent of dntersst and prinoipal
of the publie 4ebt In Tonnds.

The Bank must cash 211 govern

went cheouss at pave

«Hota Tasug~
The Bank has the predominent right of note lssue,
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5%, the chertered Imnét.'& issue is to be redeommd we}r’ o gpacified
poriaod. A centml Bank 1o raspongible for the countrol of the |
volume of credit and the melntenance of the stablility of the wvalwes
of the currancy, thoerefuore 1% must have the s0le right of isoue.

The Benmk's notes ave logel tenday and thé first chorge on the assets
“of the Beonlze Subjeot to 5:3;1@ provisions of the section on yoserves,
the Bank can issue notes to any smounty Thase notes are rodoomuble
in bars of gold contsining spproximatoly four hundred ownges of

fine zold but the governoy in Council mey sucpend this wdeaption st on;

i .
The Ministoyr of Fimnee must tronsfer to the Bank
(o) Gold held for the vedeaption of Uominion nobes.
(b Silver held for redemption purposss, valued at

the manxzot price. X
(c) dSeouritles of the }Bammi@n boaring intorest ab
3 % payable helf ~yeerly, mburing in not more tlen five
yaars, to the smunt of Domlnion notes outsteoniing, except
notes issusd under the cuthority of the Finanse Aot
The Bonk 18 responsihle oy tho rvedompiion of all
Dominiun not s and thoe chartovyed banks must repay ell ndvances

sutstarding under the Finence Aote

~Reservas=-
The Bank must alwoys mainteln n reserve as scourliily

agrinst the cutstanilng notes snd deposit liabilities.




494

The reseyve comslets of:
{s) zold coin and bullion to an smount squal

to 25% of the notes lsmsied snd its d@;{zcmit lisbilitios.

(h) silver bullion velued et the market prices
(e) fo relgn exchonge which means bulonces with the

Bank of Pnzlond, the 34213 for Intornantionnl seltlenmts, the
Poderal Reserve Benk of How York and the certyel bank of any

gold peying sountyy; treasury hills or other obligations of the
United Lingdom or the Unibted i:i%;t;:;atesa of Amprics, having o patuyity
of not more then three months; md bills of exchense meturing

in not more thon threo months, paynble in London or Mew Tork or
any ¢old mying countyy, less ony lisbllitles of the Bank peyable
in curranoy in the United ildngdom, United States or suy gold

poying aountry .

~Regerves rf)f Yhe Chorbtered Danke-

Hyery dhartered bank must koep s reserve of not less than
5% of ite deposit lisbilities in Canadn, consisting of & doposit
with the Bank end of mﬁiz@ﬁ of the Bank held by such n bank, |

This deposit shall be uwsed in tho event that any choyterad
bankty 'pmm riy end assets cro Insufficiont to 1y itz dedbbs and
liabilities.

A1l #01d eoln =nd bullion owned end held Ly banks, in Canade
nosh ’ba transferved to the Benk on the day 1t beging business at the
nint price of gold, Any sold tyvensferred by the banke, vhidh wes

boling held sgodnad 1iabilities olsowhors then in Corgde, vhen sold,
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the profit thereon shall belong to the banks,

‘mefits of the Bank-

‘The Bank must establish a rost fund and after meking
provision for bad debits, depreclation in assets, penslon funds
ond payment of a four and one~half per cont divide’n&,;the remaining
pi'afits are 0 i}e applied as follows:

(a) If the rest fund is less than the pai.d up capltal,
| one third of surplus goes to the rest and two-thirds to the
Rece i ver~General.

(b) If the rest fund is mors than the paid-up capital
but iess then twice that amount, one -tenth of the surplus ges
to the rest and nine tenths to the Receiver-General. | |

(o) If the rest fund is n;a‘t less than twice the paid-up

capi tal , t}ie whole surplus goes to the Receiver-Gensral.

-Audit and Returnse

The Ministeyr appoints two suditors and the shareholders
at each annusl meeting appoint an additional two. The Minister
cen require the suditors to make a report at any time.

The Benk must submit a statement of 1ts assets and
lisbilities each week and each month. The return must state the
amount of 1ts notes in circulation on each business day. Yearly
statements must be transmitted six weeks after the end of each

fiscal year, which is the calendar years



51,

It vemeing for us L0 examine vory eritically tl» poss~

ihilitdies of the Baxk, 1its working apnd Tuburs.



CHAPTAR Vo

| Wo hovo alresdy oubtlined in Chapter II1I thse main
@i;j@m;isznﬁ rainad to the estollishment of a acentral bank, when
we studied the evidence submit¥ed by Mr. Meleod before the Royal
| Commiosions There are, howaver, several polnts which woquive
further study bofore we can deod de whothoer such an ianstitution
will botter conditi.ons in this countrys Ave the honefits to
be derived from s cemtral bonk in Cennda sufficient to wervant

ita entshlldiment?®

~Qradit Oontrol-

The mein AiCflculty that the benk will have to frce
is, how fmr will It be mble to functlon as s serious contyvoller
of eredit? Will it be sble to gonduet suffiolenitly 1@@;33 open
myket transaotions 10 make ite gredit polioy offective?

When wo approsch the topie of the part o contyal bank
cowld play in contyolling the expansion and sontraction ol oredld
in this country, it is essentlsl to note that, under the provisions
of the Mluanea Aoty Canndn has olready prrt of the maohinery of &
eantral bank. It must he edmittod, hmmmr,' thet there hus been
& definite weaknoss in this syastem. Under the Finance Aot, a8 we

vl 1l racall, the commereisl banks mey toke cortaln securitios to the
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Depprtment of Finerse axd thus obtain Dominion NHotea which cen be
wsad elthey as n woerve or as backimg for addltionsl bank note lssua.
But fhove hes beoon no consecions offort on the puart of the Treassury |
Bosprd A*ts:r gontrol the amount of borvowing by comereinl benks, thiough
adjustment of the discount rates The Dominion hes bad no definite
polioy of ocwrenoy end oredit controle

We hove olreosdy wontioned suf ficlently ish@ moons by
wiloh a mam:..ml bonk io expated 4o be able to control f;f,i’é%eiiiis , but
it romeins for us to consider how far the Bank of Cancle will be
abls to :f‘ﬁ;mtiﬂn in this respoots The most imgm%sané‘; conslderation,
of course, 48 thet Cansdn does not possess a monsy movket in the
sense in which we use that terms And boosuse of apeolal clirounmstin ces
it would gud te Alffienlt to create the meclanism of countrol which
oxists elsowheres 1t moy be pointod oud thet whon the Fedeval Reserve
System cemoe into effect in the United Stetos it was fomd that
the oyention of & bill mavket was absolutely necessayy. Hven @0
this bill mayket bes never funetioned as smoothly as thet of London,
whioh was the pwm’mat of noturel growth. In Capsda we soe no facil-
itivs for open merket traneanctions corresponding 0 the arrvangement
in Britain 2nd the United Htatoaus.

In the csso of the Benk of Englend, i%s control i,
in doymel timos, slmoat perfoct. ‘i’iﬁms& manns of eontrol can be
sxercised with precision nid suroness, for thres yoasons.

1. Boonwe of tho comventions which, over a long peoriod

of yonrs, have grown up in the Tondon money mayieb.

2 Jecouse London 18 o oroditor on o lovge seole, by reason



of long term investments abroad In the past,

%, Decsuse Londdn i8 ot sll times o depository of short
torm funde from ebroad, of sueh a kind that 1t wus p{a&;m’é}l@ in
normal times within 1iaits to decronss or inorsase the short-term
indebtodness of Jondon t0 the rest of the world, precticslly at
wille

These gond tions are not dossly z;szml‘lfaimé anywhore
on this continent, Now York is the only ;}1&.% thot oscouplos &
oroditor position on forslgn zocount, snd seyves as o rvepoaitory
of short term funds from sbroad, in the sense that London doas.
This has been & rooent davelopment and has only lately boen of
prime importence. Hven with the exlebing machineyry in the Hew
York market it cannot be kept in clese contyol by the Federsl
Reserve Donks, as can the Iondon monoy merkete

| Une of the most important elesses of mevkebable shord
temm obligations in any countyy of oourse, 8 the govornment's issus
of Treasury Bills, In london and New York these bllls save selively
dealt in ond thers im always o lorge supply avseileble for the banks
%;c; buy or sells Bven though the Tvessury Bill ip quite femiliax
in Cenaddon financisl ﬁi!‘ﬂl@ﬁg they ave only lasued at very irreguley
intervals and s & rule arve not negotiated aftey purchase, by the
bank that buwya thom.

Apmrt foom ﬂis type s of short term Obligations svaileble

in sach of these great monsy markets, and the mechanism with which
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snoh condnocta Its technical operntions, ﬁha foaat thet both Britein
syd United States are oreditor countrles on s large scole, permits
thean $o stren;then thely pesition on inﬁarﬁa%iﬂnai aooount by
retalning %&1&&6@3 ﬂﬁﬁ?ﬁiﬁg in thelyr Lavour abroad, instoad of
ro~lending these belences lmmedistely, by the purchons of long
borm soonrities in other ﬁ&ﬁﬂtri@ﬁgA

We heve Been tle Aiffionltiss which nrise in the ocnue
of operations in dhorb~teym government oblientions, sinliarly the
fasliities ave ﬁiﬁﬁiﬁg for opsrabions in shovd-term ﬁ@1f~lé%ﬁiﬁatw
ing eommrelal obligotions. Csnede bes no myket oy bankorts
noaoptoncos ond outelde of the bmnke there ave né pordfolios of
nocapbonoes or comporalnl bilis. The @&ﬁaﬁi&n wrehangs brokey
ie an intermediory, purs and simple, batween the benke.

Wo will turn now %o o vonsiderntion of the possibilities
of purchasing ond selling bonde in the opsn mevrket. A8 & progedure
this would be very simple snd o central bank might inersese oy dinm-
inish the oagh resources of the commerciel wenks 1o this mennoy;
subleost to the quolifiocstion that chenges might ovour in their
pagaehs abroad, independent of those boing brought about in Cannda,
which would porheps affeot the sltustion materleliy. Thewe are
saveral othsy Aiffiowdties whidh also arlas st this point.

lg Bafore o gontral bank could, with any reasonsble dogres
of ounfidense, go shout the pmoedure of buying and selling, an
intricate tedhnlique would heve to be learned on the basis of
sxporionce. Soassonsl movements in geonerel business end in the

@uﬁlﬁ& sogounts would have an unsettling Influance on eredit and 1%
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would Be the tesk of tho cobral hank 0 mitigste thess Mugt-
vetions ae far ne possible.

2 Wo must remenmber that the Oanedisn ssourdity marheis
ara of o very 1lmlted choveoters Dependlng on thoe trend of the
mrked 1t i essy ot Yoes to sell in volume, or st other times
$0 purchase In voluws without meyriously disturbing pricss. Dut
it the marvket was wnyoceptive and the ceontrel bank desirved 4o
sell, the process night be oxcesdingly slows Another 4irflouldy
involved is that o lerge numbey of the security lsmuss in whidh &
santml bank eould desl, sre so lavgely held in the United Stetes
as woll a8 Cansde that & strong buying p8licy by the benk might
only prompt en importation of Cansdlen bonds held in the United
Statess The Canadlen merket 1 overshedowsd so much by that of
the United Stetes, that o centyal honk's powers in the dimolion
of contryraction or expension would Ye linited unless any sotion
takon in this countyy wes wmlléilm by sinmilary sotion in the
United States. It would be extremely dirfioult to pursue £ oourse
s;ii TParont from thet pursusd by the nelghbvoring country.

Je Bven 1f swh opon market tresssetions aould be conduoted
by & centml bonk in Canade without zilizamw DONBHTRANIoas, the ve
is reoson te doubt whethor they would have posltive effeats of
much Importenns s |

The benk vate, is of course, the leveyr by which 4%
would be expacted thet the gentrsl bank could regulete sdvincos

to the commorcial banks spd thus affecd the sredlt situation.
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In tieory, borvowing shonld he checked as the bhunk mate 15 raised
end stinmlsted as 1% is lowevred. But 1t fs very doubiful whethey
a tank eoould hope by ratse reduotions slone to effect zn exponsion
of loans by the commerciel banke. ‘

I the emtyal bonk commndad great prestige in the
eountry, menipulations of the rediscount rate azﬁ?@ﬁ npon advonees
wanld have 2 certeln moml affoet. I the ’!mzz?;- made the public
‘annowno anent that tho yote wes chenged, 1t wuld be s sign that
the bonk considred the Linancial or rather sconomie condlbilon of
the ecoununtry to werzant It Now, whethor the waite 18 veised oy
towpred, if the pubiie twusted the sdvice of tlw cambral bank,
shonges would beke plaos in the demmd of the publie for cvedit,
»in the éi%ﬁtiﬁﬁ desired by the cexbrel beanke The rate ‘therefore
is sn addltionnl menns of exevcising s cortein moral &éﬁﬁmrﬁz}h

We may sum up the quaestion of oyedit contyol by saying
thet the mecohanims whidh » centrel baank in Camede will possess,
will be qulte omdes It would bo yary hayd foyr s dlreolorata,
no matter bow efficiont and Loy sighted, ﬁsz' snforte its %@?m}.
movely by means of open mavket opsrations snd the ddsoount retes
Ve must not Torget however the possibllity thet under gertnin oir-
cumsbancss and by manipulating the yete of exchange, s central
bank night effect fvely produce the desired vesulis which diveot
aotion in the domestio morket slone sounld not seocure, Thisn pre-

sapposes that we should romain off the 2014 stendand.

“Hankne ssen -

Another point 10 which we must give serious ottention
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48 the feot that thw bank will ralse hopes that may not be flfilled,
The public may eaxpoect $00 mush in the llne of easy credlt, We must
romauber thot the effectivensss of aentrel benks ls geverned every-
whare by loecel conditlons. The exeoubtives of z:smﬁ*ml banks do
not posesss, a8 the public meems to think, the power to control
the lovel of prices and the direstion of eredit. Usvernl ocentral
banks 1t I8 true beve met with slight success anlong these 1linsa
but it de& net a certain fset thet s Canadlen cenbtral bank will
be suogessful. Conditions prevailing in the Cansdisn banking
aystom ars not such as wlll allow the bank to hold & dominsting
positions OFf course 4% i to be hoped that oury bonks will oo~
operats with th@ Banl*;:‘ in 4ts attompte to batter conditions,
To bogin with the Bank of Censds, & smell bank, does
not possess the rescurses 10 sllow it to sttempt to control any
altuation that might develop. %n’vsml Yonking Is something new
in this country and the men in conbrol may possess neither the
exparience in centiel bonking nor the prestige with the publio
necossary to pemsit them %0 wsee with confldanse even the smell
resources 9 such a bank.
The srgumats used by the fgotion in opposition to

the Bank of Canade ares

I The clorbered benke which are old well estnblished snd
powerful institutions might yey very little attention to the
aontral benk authoritles Af they attemptad to give sdvices

Za The aiwrteamﬁ banks bave large resources quite ample
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to meat the finanolal nesds of Canada for many years to come

snd theyefo ve would not he obliged o resort to the central
bonk for additionsl reserve. In this way ony attempt at contyol
of oredlt through ad justmonts of the diseount rate, wuld e
renderad inalfestive.

s The vld ergument of the sbmones of o money mnrket is
biought up agein. If the centrsl bank attempted to Torce the
membor Banks t0 wdiscount throsgh open murket by sccotions, it
world £ind Lteelf serlonsly bompered by the sbsenoe of sullable
warket. Without recourss 10 a vealdy money mevket a cenbrael bank
is in 8 very weak position when it deslres to sontyel oredit
' ﬁﬁﬁvﬁmzﬁ;m |
| At £l wst glonee thoess sesm o Be very sonvinolng
arguwnabs but leb as opasider then for o moments In the flmt
plese the oharxbered banks ol though they a-ré woll estatlished apd
powerful they are not in qblte as strung v positlon s this ergu-
mont trles to point eube After all they ave undeyr the Jurisdietion
of the governmatt 10 5 oertaln exbtent belng depondent on It
for & ronaval of thelr chavierss It ia no% ressonable to sappose
that the hanke ars going 0 work egoinst the sentral bank in
everything. Anything timt promotes the economic welfare of the
Dominion 18 sertainly sdvantageous to the banks.

Secondly wivn It is ai:a.mﬁ that the ocomwrolnl bonks
s ample rescarces to meet any finenclal needs, the faots ave
not truly stateds During the boum pardod 1927 e 1929 the henks

fourd 11 recessayy to borrow wnder the Pinsme Act. We must not
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forget that *Eha manmber banks must keep a certain yesevve with the
central bank.

| The third a@gmmﬁ of course is tha mo 5 sonvinoing
ong of those relsed, Thers 18 no doubt thet the za‘b aanse of a
sultable money market does restriet the benk in its abtionpte to
gontrol eredit. ‘This can of eourse be altered hy establishing
guch & market seg 4id the Unlted States. The dlPficuliies smeocisted
with this iss8k sre not insupeyahle.

The conolugion we ayrive at is thed the bank will

not voeupy e8 wesk u position ab some people ard prone Lo think,
Wo donbt theve aro weaknessos such 68 prostige, tnexperlenced
dirastorate eto., hut these ven be overcoms. In all Falmess to
the wen responsibie Hr the establidiment of the benk we must
ssy that 1t 4 not as hopoless an attempt os veriain ;@é@;@lﬁ try

to mka ont.

=Interietionsl Relstlong-

A venbrsl bsnk hes %3%:3 urged,. in Uenaeda, becouse
of the possibllity of mverustional eo~opsration. A strong srgument
in the btenk's favour In this respent s thet 1t wonld be in a
posion 0 co-operete with the centrsl hanks of e'ﬁ&es& sountrios
much moye effectively than our ten cumpating ohartersd benks. Theve
i, B0 8 cortain oxtant, mii‘ami%y of policy smong our charterad
banks but o centml bank at the hwaed of our Tincnclsal system would
he able %o deaide on a coursme of actlon much wmors promptly than the

membors of & competing system soting jointly. A sentyal bank
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furbhe rmore would command mowe raspesct and prestize then a
mambar of Independent bonks.

Of conyse Yo the olalm of the proponents of a central
bk, thet Camda wonld b ntle fio tale pavy in the Joint enter-
prige of gam mens gement IF ond vhen the pgold stendard ls restoved
iﬂmmﬁ%imﬂiy, it mey be stated that the co-opgroitlon necessary
to meintedn the stenderd oowld have been mocomplished without the
oyeation of a cortral benk, |

Thars is one important thing that the Bank of Canode
sonld pevhaps ssalsy in overcoming and that 48 tho so-celled
luternationel d4flenma” in ﬁ%ﬁ?&l‘%&ﬁkiﬁgg Suppose & cenbral bank
In one countyy '-éimmm o s:mrtaii the axpansion of oredlt by
reising 1ts vediscount wate, 1% finds thet the invrease in the ryate
sausenr a flow of funds from ebroad, which result nullilies the
wanbrnl bahk's setion, Convsessly i the wate Lls lowoered in exder
o sncotmge the internal smnelion of credlt, funds Tend $0 flow
sbroad whare sewmings ave higher. Co-operation babwaen the eonbrel
banks of loending ¢ountyrles ls the only possibls wey of controlling
sueh situations in the shsencs of & worid bank. It is wwibo sale
tw say thet the Bank of Cansds will Be of consliderable hely in the
internati el Deld, 48 to the srpgument that 1t will enabls Cansde
te do more Cinancing abrosd, may we state, Cenade hos  nevar ex-

porienced sny 4irfl celtles Iin this direction,.

~Notional Relotionge

Owing to the overgrowing burlen of public debis sod
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the ine mﬁmﬁg completity of the governments finencing, we nsed
goma Form of pemmanent oxgenization, sble to give expert advive
in webters of Tinenve, The oconitral bankls duby is %o sot pe the
Tisenl agont of the zovernment apd in this wespect our bank should
w able to accomplish muohe The bhenk is in conatend %;emg%a@iﬁh
all soonomie meiters in the sountyy and shovld be of great amslst-
anoe in ymmingg the eponomie poliny of the government. Such &
wsyaten of %ﬁﬁ:&ﬁﬂié& vienning mizht do mueh to avert & rapetitlon
of the depression axpervienced during the past Lew years. The
of fioers ¢f the Bank of Ceowda shoivld bave, in 2 shoyt tims, ocon-
al derables knowledgs of fivsneinl conditions both nationally and
internatiomlly and shovid he sble to periom the task of fisonl
geont moye satisfeotorily tlen any othay body. Less- fmportent
bub yat of grent use t0 2 ocouniyy 48 {the opportwity for economic
rosgarch smupplisd by the bank. In this wey much valusble inform-
ation con be furnished not only to the ggewmramis and thoe menber
ban s but 4o the public za well. 4 centynl bank certalnly hes
ibe advantoges in this £ileld. |

There are one or twe cleuses in the Benk of Consda Aot
which require. n closey study, namdy, the problem of contyol, re-
serves and the revaluation of gold with its possibilities of in-
Llations

The preblem of contrel is not of very greet impovrtense,
becemse in times of serlous Finsnolsl erises the stete will 1

neaessary dictate the polloy of the Benk of Camda. But the benk
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stonds In a peonliay pod tlon in veluntion to the comitry Myet
with regards to 1its discount polioy. The condieal bank controuls the
purchasing power through e asctlon of iis diseount policy on evedlt,
gold vosgrves and note issw. This s g9 important $het in some
gountries the bank ia condnoted wder s goverment susrantés.
Secondly, the bank i responsibls for safe-guarding the myrency
stenlard establidhed by Jaw. And thirdly the failure of & pontrel
bunk would heve sweh an effort on o countryts oredily, Lhet o
government csnnot he ind ¥lerent to the Bank's policy. Therefors
1% muet hwve o groat Interest in the 4fficisncy of the Twauk end
mo &% sountries have in thelr bank aotu, cortain clonsos, giﬁ@
the government some influence with regaxd 42 the eonstituiion
of the bank's governing body. This is perticalarly notiesable in
timea of war aboe | |
The twory underlying o state contwolled benk is thet

boosuse o wise ocential hanking policy lg the basis of s sound
soonomio 1ife, the nationsl government should condrol the bank.
But thero are distincl dlsacdvantages snd darngers 10 this systenm, |

la The bankis deolsions should be ns unbiesed and contin-~
ucug o8 humenly practicsal. ‘The poliey of the bank mey not be
conbinuons I 1%t ia undey government supervision especinlly when
governmonts olange, as often they do.

A The govornment 18 the lergest ocusbomer in owr equlvalent
of & goney mexked andl 4f it controlled the discount rate and monsy

sorket polioy thews migt ke seriows resulis.
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He The bank ocomld be wrecked Yy politlies and undus govern-
mental inflvence. |
4, If the contrel lles with the government 1% becomes

Latally esoy for 14 to fincnes dtself by shoxt 1@ s snd book
entries from the benk, This ls s swee slep towards ourrancy
dapraciation snd Inconvertibhility. |

The only setisfeotory conclnadon we omn emrlve o
is that in starting o ma:iméi nk 1% 1o better to moke 1% an
independent benk, se hes bosn dons In Cansdn, and then glve
gosalfie and limited powewrn 40 the governmend. ?ih@ PHFITER
mathof iz not $0 be sdvooated. The dlvorne of the govarnmms
- from rvent rosponslibility for the monehary pollor of the bank
ig now ‘Bh@ agoeptad polioy. |

It 48 inberesting 4o noklos thaet in prestlieslly all
gonnbries, the governors of the bank sre sppointed by the govern-
went s In Canads Hre Graham Towers weas sppolinted by the Federal
Govarnment, In order to owanisa the Bank of Cannde. Wo muad
podnt oud howover that 11 subsequent governors are 0 be appointed
by the dlrecvtora with the mpproval of the Governoy in Couneils
England 18 a notalle axception o this procadurds The goveraor
of the Bonk of Hngland Is not s goberament &maé;imé%

We will now considew vory briefly the gquestion of

reseyves. The cembyal bank mmst coneider the state of 1tw
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reserves sgoinst 1tr notes and deposite, in detormining how

frealy &% will lewd ond oveste evedits It is not necessary 40

donl with the need for such resarves bubt rathey with the nnture

of thems The oldey line of thowhit was that reserves should be
astual gold In the wvaulis. ﬁ&ﬁg?@f in noway benk cheytars, forvelgn
elaims in gold mey bs held =nd reckonsd as pard of the legel ve-
perves. The Bank of Cobedn 18 slso authorized o hold foreign
srohangs ag roservs. This ls something new in Coneds ond may
e very Gongerous to the countyy holding such depoelis s wes
geen when the Bamk of Bnglend was foveed to suspend gold peynonts,
The Benlk: 4n Gunede way sount in 1te yeserve, Bllls of Bxohengs
‘or Walsnoes in Tondon, New York or the Bonk for Internationsl
Sevtlomm e, It veally amounts to holding resevves out éf'ﬁh&
gonntyye It should Be voliced that the miniman reserve pgeinst
notes and deposit 1labilstiss must he 25% of thelr amount in

£014 ¢ *l*iﬁis Tellows on the recommepndetion of the pgold delagetion
of the Deagee of Hediong and the fégﬁﬁﬁr gaﬁémmﬁnéﬂtiaﬁ_mf the
Aoonomie Conferened.

In songlvslion we must gondgldey the question of note
igene sud the gyest peselbilitics of fnflebicn wadewr the new Aot,
The gold I=ld by the Chartersd Penke and the Flasnes Minlster is %o
be handed over t¢ the benk ond revelued at the vpen market ralos.
To geep the sitwetlon better, 1t might help ¢ sxaning the sotual

flgnres .
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In swmyy 1t I8 s follows,

Gold held by Chartored Danks 544,534,000

Revelued at $35.00 per ounce 15,350,000

flold held by Finence Minister 71,966,000

Revalued at §35.00 per ounce 121,850,000
Total zold at the new velue $197,200,000

Under tha 25% yemerve, it is

possible to ilssug 8968,800,000

Subtraced the prosent nol lssue

of the Dominion Govermment 182,644,000

The vefore the vt possible o
inoysass of nots lesuss ie 606,156,000,

e gnn eastly gee that thers s o possibility fovr e
very lsrge inovesse in the ourvencys  This powey ¢f the Bonk of
Cenads 48 vory great snd the mammgonant must conduct iteolf with
GUYE '

We may sum up our whole dlscussion on the problem of
Gontrsl Benking In Canade by saying thot the bank cannot ve hetter
thon e diveotorate. Thers sre grend pogsibilities lu Cwmneda,
for dapvovementy snd 4% iﬁ with grent interest thet the Uountyy
looks foreard to the gexly commencement of businesss The bank
mey Tind 1t advisalle to Pollow British practise snd concern itself
with the Internel price lovel slone, but whatever 1% wbitenpts 1t
wust try to funoklon for the benofit of the country st lerge: We
mast pot expeoet the Benk to perlovm miracled. Al hest the succaess

of ths benk will be a product of pradual growth.



BIBLIOGRAPHY

éiﬁ%&gg JaS3sllasnsesonsnsnnnnverrereilda Posts Loy tha
Bonk of Cansds

| Possur & ?ﬁt%&ﬁ%ﬁﬂaﬁagﬁeﬁﬁs§§aséﬂﬁﬁgﬁﬁkiﬁ@

Eigoh & Blhifaussossrnasnsensannisealontval Banks

Heptrd of the Royel Commission on Banking end Currenoy.
Ghortlecesnnosansussanssennsnnnasesanniads and its Provinoes
Statuties of Cannda 19 escriscvssrsvossrovnsnosnsnosanasss

Stenographic Repords of the Hewrlngs of the Royal Coomission,



