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SECTION (1)-3IONETARY CONDITIONS.

CHAPTER I.-GOLD AND PRICES-THE QUANTITY THEORY.

During recent years there has been an enormous increase in the annual

production of gold, the rise having been continuous from an output of $113,149,-
620, in 1890, to one of $469,618,683 in 1912 . The result has been, in round

numbers, to double the amount of the world's monetary stock in the space of

about twenty years . The fact that gold is now the monetary standard in an the
principal trading countries of the world* has led to a renewed and very active
discussion of the connection between this phenomenon and the concurrent world-

wide rise in prices. The discussion centres upon the so-called quantity theory
of prices, and though the subject is one of the largest in economics,§ some
statement concerning it is called for here, particularly in the way of reviewing
the more prominent opinions that have been called forth since 1900 by the

exceptional conditions referred to.t In what follows, the text is limited to a brief,
non-technical statement, designed to present a rapid outline of the question for
the casual reader, while the review is given by means of somewhat copious
quotations in notes, which will be found at the close of the chapter, the purpose
being to assist the student interested in the more technical details of the- con-

troversy.

The Quantity Theory of Money .-The price of an article is the amount of

the monetary standard for which it may be exchanged. Plainly, we have here
two distinct phenomena, namely,' the monetary standard and the article itself,
in the coming together of which the relationship known as price is created,
(Note 1) .

Speaking broadly, the relationship between money and goods expressed in
terms of price depends (according to the quantity theory) on the relative amount
of the one and the other at the time of the exchange. When the quantity of

goods increases, other things being equal, prices will fall : that is, the same

amount of money will exchange for more goods . Similarly, if the amount of

money increases, other things being equal, general prices will rise ; in other words,

the larger supply of money will still• buy only the unchanged amount of goods .

On this basis prices rise or fall according to the state of equilibrium between
goods and money.

The weight which the two phenomena-money and goods-bring respectively
to this balancing process is, of course, determined by the relationship which

kChina, .the Straits Settlements, Bolivia, and the Central American States, (except Costa
Rica and British Honduras), alone retain the silver standard

The literature of money is more extensive than that of any other subject . As Jevons

pointed out, no one man could possibly read it all ; and in the twenty years following Jevons's

remark, 1,768 new publications were issued . (See Soetbeer's Bibliography. )
tNotably those of Irving Fisher, Kemmerer, Taussig, Scott and Laughlin in America,

and of Marshall, Nicholson, Barbour, Hobson and Keynes in Great Britain .

At the twenty-third annual meeting of the American Economic Association held at St_
Louis in December, 1910, a special session was devoted to a discussion of the theory of prices
in which the leading economists of the United States took part . The papers and discussions

are reprinted in the Bulletin of the Association for April, 1911, and form perhaps the best
symposium within like space of present day opinion in America . Laughlin's Principles of

3ioney and Fisher's Purchasing Power of Money embody in more detail the creeds of the

Opposing American camps . Kemmerer's 3foney, Kinley's Money, Scott's Money and Bank-

ing, and Brace's Gold Production and Future Prices, may be added. In England, three re-

cent and interesting popular handbooks from opposing points of view (not to cite the long

1~st of standard works on the subject) are Layton's Introduction to the Study of Prices and

Sir David Barbour's influence of the Gold Supply on Prices, on the one side, and J. A.

Hobson's Gold, Prices and Wages, on the other.
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exists in each as between supply and demand . The illustration of a rod poised
on a fulcrum is useful here. The accompanying sketch represents a balance
between money on the one side and goods on the other, with a pointer to register
the oscillations (that is, the changes in, price) which result from the moving of
the balance. In the case both of the money receptacle and the goods receptacle
a tap is shown leading in and a tap leading out, the former representing supply
and the latter demand .

It is easy to see from the sketch how, in this view, changes in the general
price level occur . Suppose, for instance, while all four taps are running
normally, the supply tap leading into the goods side begins to flow faster (in
other words, an increase takes place in general production), the goods side will
~begin to weigh more heavily and the pointer will fall . If the demand tap begins
to run faster (or an era of capital egpénditure, rising standards of living or

extravagance set in), the opposite will be achieved . Similarly, an increase in
the supply of money weighs down the money side of the scale and makes the
pointer rise, while an increase in the demand upon the money stock has the
opposite effect.

Stated in this simple way, the quantity theory of money is that the value
and purchasing power of money tend to vary in proportion to its quantity, or
that prices vary proportionately to money. Any inquiry, therefore, into a
change in general prices divides itself into two main sections, each with two
subdivisions, as follows :-

(1) Money .

(a) Supply.

( b ) Demand.

(2) Goods.

(a) Supply .

(b) Demand.

Or, more specifically, the cause of a rise in prices must lie in one of two things :
either (1) an acceleration in the net supply of money ; or (2) a retardation in
the net supply of goods.

Fuller Statement.-Some enlargement of the above statement is at once
found necessary on proceeding to examine it . First, as to "money" : The actual
metal of the currency is only a part, and a small part, of the mechanism which
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does the work of money in the modern community (Note II)
. The great bulk of

the world's business is now done on a credit basis
. The amount of credit, accord-

ingly, in circulation at any one time is a much more important consideration

than the amount of the circulating medium (Note III)
. Again, it is apparent

that the speed with whieh money circulates is of great importance
; clearly a coin

that changes hands three times in a given period is performing thrice the work of

one that changes hands only once
; and the like is true of credit instruments . Now,

it is a well known fact that the velocity of the circulation of currency eIlin seasonadof
instruments varies from time to time, tending to beGome g

business activity and "good times
." Second, on the goods side, a great deal

depends on the volume of trade which falls to be transacted by the monetary

standard ; if there are twice as many goods to be exchanged in one period as in
another, due to an increase in the productivity of capital and labour (which
depends in turn upon the progress of science, the number and skill of the
population, and the extent and importance of foreign trade) plainly there is
twice as much work to do for the medium of exchange ; and the same thing

happens when, as a result of a greater subdivision of labour, goods change hands

more frequently in the course of business (Note IV)
. A study of the relation be-

tween the currency and the number of transactions to be performed, therefore,
involves a consideration of all the influences which make for a greater production
of commodities and services on the one side, and of the influences which affect the

amount of the circulating medium on the other. All this, it will be seen, consti-

tutes a situation of exceeding complexity, especially on the "goods" side, where
we have literally millions of articles entering into millions upon millions of

transactions (Note V) .
Re-statement of the Theory-The "Equation of Exchange."-The quantity

theory undoubtedly enjoys the prestige of wide and ancient acceptance
. From

Locke (1691), Montesquieu (1748), Hume (1752), Harris (1757), and Adam

Smith (1776), it has descended through Ricardo (1809) and the Bullion Report
(1810), to Mill (1848) and Walker (1878), and through the latter to Marshall,

Nicholson and Taussig, of the present day .* Perhaps its best known contem-

porary exponent is Professor Irving Fisher, of Yale University, whose central
idea, as drawn forth by the recent rise in price§, and specifically referred to
conditions of the present day, it will be of interest to reproduce in some detail

.

In Professor Fisher's opinion, the old quantity theory is in essence correct,

though it requires to be restated . The first step in his restatement consists in

bringing together the various factors above enumerated into a mathematical
formula, to which has been given the name of "the equation of exchange

." He

explains this as follows : -
"Suppose, for instance, that a person buys 10 pounds of suof

cents per pound. This is an exchange transaction in which ten pound
s sugar have been regarded as equal to 70 cents, and this fact may b

e

expressed thus : 70 cents equals 10 pounds of sugar multiplied by 7 cents a

pound. Every other sale and purchase may be expressed similarly, and by
adding them together we get the equation of exchange for a certain period

in a given community. During this same period, however, the same money
may serve, and usually does serve, for several transactions

. For that reason

the money side of the equation is, of course, greater than the total amount

of money in circulation. "

*An account of the rise and development of the quantity theory in Germany, Franc
e

res
and Italy, as well as in England and Âmerica, may be found in

Ln~ghli~~eoP~i?injthe
of Money, Chap. VII . See also H. P . Willis on the History of the Q o y

Journal of Political Economy, Sept ., 1896. Both authors are opponents of the theory.

~re,,,~,i•n,r~N,mn.~..w~.-.: ~°"
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Thus, it is explained, the total amount of money in circulation in the com-
munity multiplied by the velocity of its circulation must equal the sum of all
articles bought and sold multiplied by their respective prices . In other words,
the general level of prices is equal to the total quantity of money (currency or
credit) in existence multiplied by its velocity of circulation and divided by the
total quantity of goods bought and sold. (Note VI) .

How the Go1d Supply Affects Prices.-Up to this point there is practical
agreement among economists. That prices in the long run are the result of a
balance between goods on'the one hand and the monetary standard on the other-
a balance in whieh•many factors intervene on both sides-is generally accepted .~
The controversy begins with any departure from a broad and simple statement
of the doctrine, and especially with any attempt to establish exact and invariable
relationships of cause and effect between the different elements .

For the quantity theory, it may be said roughly, is, in the usual acceptance,
a narrower proposition than the "equation of exchange" : in the usual statement
it tends to attach great weight to the gold supply as the factor which leads all
the others ; and to affirm that prices rise or fall according as gold becomes plenti-
ful or scarce . It does not, of course, say this and no more : the addition "other
things being equal" is invariably made ; but the thought is suggested, if, not
stated, that the "other things" as a rule are equal, or that if they vary the root
of their variation is to be found in the gold supply. It would save sonie con-
fusion, perhaps, if this narrower view were called the gold theory, leaving the
term "quantity theory" to apply to the relationships indicated in the "equation
of exchange," which, in itself alone, contains no suggestion as to which of its
factors are cause and which cffect : and this shall be the practice for the
remainder of the chapter. And here it becomes necessary to describe more
explicitly how, according to the gold theory, a variation in the gold supply causes
a change in prices. ,

Let us suppose an increase in the gold supply . The process which ensues.
say the gold theorists, is as follows : First of all, the producers of the gold present
it at mints or banks (usually the latter), and receive its equivalent in coin or
other purchasing power . The application of this new purchasing power at once
increases the demand for goods . This sends prices up, and this in turn encour-
ages trade. The effects are felt in the first instance in the country where the
gold is produced, but they are soon diffused throughout the commercial world,-
imports into the countries of the mines, encouraged by the higher prices, neces-
sitating bills of exchange on outside countries, and the metal, once prices are UP
locally, . naturally turning to places where its purchasing power is greater,-i .e.,
where prices are lower. Simultaneously with this direct process the new bullion
deposited in the banks has swelled the reserves, placing the banks in a position
to lend more freely, and inducing them to look for a market for their funds,-
which they do by lowering discounts, by inclining to leniency in the matter of
collateral, and by similar devices to tempt borrowers. The trade revival thus
finds the wherewithal of expansion ready to hand in copious banking accommo-

§Even Professor Laughlin, the most thorough-going contemporary opponent of the
quantity theory in America, says : "The problem of explaining the general level of
prices is one of arriving at the adjustments between the two terms of a ratio (the
standard on one side, and goods on the other), each of which is influenced by supply an,,
deniand ." (See Bulletin of the American Economic Association, April, 1911) . Similarly
Mr. J . A. Hobson, the most recent writer at length in opposition to the theory in England,
says : "The statement that a general rise of prices has taken place this year means that
the quantity of money paid for goods has increased faster than the quantity of goods . . •
An inquiry into the causes of a rise in price involves, therefore, inquiring into the factors whic•h
regulate the respective rates of the increase of money and of goods." (Gold, Prices and
Wages, 8 .)

i
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dation, the bank reserves proving, as Bagehot observes, the chief connecting link

between gold and prices . The familiar spectacle of a boom follows-first, as a
rule, in the stock market, as being the sphere in which activity is most readily

encouraged by cheap and plentiful money. But this spreads rapidly. General

confidence increases ; new enterprises spring up ; old ones are expanded, and "in

a short time the new gold is absorbed by a higher price level and an over-stimu-

lated business activity" . (Note VII) .

The Controversy Outltined.-Into the mazes of the controversy, which from
an early date has raged over this explanation, it is impossible here to enter . As

already stated, it is the intention to mention only certain contemporary phases of
it by way of illustrating its intricacy and . toughness, as well as the diversity of

opinion yvhich still obtains . There is the further necessity for referring to it,
that the vastness of the field over which the argument ranges and the consequent
difficulty of statistical verification throw back much of the burden of proof upon

purely deductive reasoning . (Note VIII) .

The root of the matter lies in the denial that the origin of prices is in the
supply of the medium of exchange, and in the counter-assertion that it is to be
found in the circumstances surrounding the supply of goods . Goods in the final

analysis, say the chief opponents of the gold theory, are exchanged against goods,

not against gold . Gold'in the ordinary exchange is accepted, not as desirable
in itself, but simply that it may be exchanged for other goods . The price-making

process really precedes the demand upon the currency, and is related to money as
the standard of value, not to money as the medium of exchange. (Note IX) .

Examining, step by step, the process above deseribed, by which, according to the
gold theory, an increase in the gold supply raises prices, the opponents of -the

theory say :

1. It is true, in the first place, that enhanced gold production stimulates
trade, but so does enhanced production of any kind . The effect is
produced by the gold quasi new wealth, not by the gold quasi additional

medium of exchange. (Note X) .

2 . It is not the accretion of the gold supply that m~kes credit expand .

Credit expansion is fundamentally the result of an increased demand
for credit created by trade opportunity . It is essentially a process of

liquifying the assets of the borrowers . Gold is needed in the process,

but it is not the factor that sets the process in motion . The flow of

causation is towards the gold supply, not from it. Thus, a loan is made

by a bank because of the belief that it will be profitable ;, when such a

loan offers and the bank has not sufficient reserve, efforts to secure the

latter will at once be made. On the contrary, if it is thought that the
loan would involve a loss, it would be refused, no matter what the state

of the reserve . Credit expansion on any considerable scale is a matter
of confidence in the continuation of prosperity. (Note XI) .

3. It would appear, therefore ; that prices,,as the reflection of trade condi-
tions, are, in the final analysis, the cause of the gold supply . As thus :

A rise in prices in itself alone requires more money to effect exchanves .

Moreover, high prices cause trade activity ; trade activity causes cre ? it

expansion, and credit expansion also creates a demand for gold. "If

increasing goods are to be transported, then, of course, there is an

increasing demand for cars" . (Note XII) .

4. It may be added that the opponents of the gold theory connect the
velocity of circulation very closely with the quantity of money . It is,

so to speak, the same phenomenon . When the one increases the other
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increases, and vice versa. The gold theorists, on the other hand, hold
that changes in velocity are not ordinarily governed by quantity. "The
velocities of circulation of money and of deposits depend on technical
conditions and beai no discoverable relation to the quantity of
money", (Note XIII) .

Thus the opponents of the gold theory deny that there is such a thing as a
"general level" of prices corresponding to an abstract "purchasing power" in
the dollar. There is no such "general level," or average, of prices which is not
simply the resultant of a number of particular prices, each arrived at by
individual buyers and sellers : the causes of price changes ; therefore, must be
sought in the forces settling particular prices . The reply to this is no less
unequivocal : "It is just as impossible to determine the general level of prices
by the supply and demand of individual commodities as to determine the general
tidal level of the ocean by the winds affecting individual waves . Waves and
tides are distinct and require distinct explanations . Likewise, prices and price-
levels are distinct and require distinct explanations . Just as each wave pre-
supposes a general tidal level with reference to which it is reassured, so the
supply and demand of each individual commodity presupposes a general level
of prices. Each supplier and demander expresses his supply and demand in
terms of money, and he does so on=the assumption of a given purchasing power
of money. With a change in the purchasing power there will be a change in his
particular supply and demand. Thus the discussion of individual prices pre-
supposes a general price level. The proper order of study is from a general
price level to particular prices, rather than from particular prices to a general
price level". (Note XIV).

The real value of gold, according to certain opponents of the gold theory,
is reflected by the rate of interest, not by prices . At the present juncture they
point to the recent rise in interest as proving that the supply has not increased,
but rather the reverse : what is needed today is an increase in gold supplies to
keep pace with the demands on banks for credit . To this it is replied that the
apparent scarcity of gold for bank reserves, far from being a sign of scarcity,
is a symptom of abundance in the gold supply. The sequence of causation is
again summoned : first, inflation of gold ; second, a consequent rise in prices ;
third, a consequent increase in profits of certain classes accustomed to borrow ai
banks ; fourth, a consequent increase in bank loans and deposits ; fifth, a conse-
quent relative scarcity of bank reserves ; sixth, a rise in the discount rate to pro-
tect these reserves ; and, seventh, a crisis precipitated by the difficulty of paying
these rates, so unexpectedly high . (Note XV) . .

We come back, therefore, to the point whence we set out with a reassertion
of the stream of causation from gold to credit and prices, and a counter assertion
to the effect that the stream takes its rise in goods . The general principles of the
"equation of exchange" are admitted, but the issue is irretrievably joined as to
where, within that equation, the causal force has its origin.

Büt, perhaps, it would be hasty to assume that even the "equation of ex-
change" is common ground: As a matter of fact, while the gold theorists regard
it with reverence, the others attach but little importance to it . To the latter it
represents merely a static condition, being, in effect, no more than a demonstra-
tion that the whole is equal to the sum of its parts. It is an arithmetical truism,
not an economic law ; a statement of the problem, not a solution .` To the argu-
ment that it proves gold to be the cause of prices, "other things being equal,"
they demur on the ground that the other things are so seldom equal that the
statement is useless. (Note XVI) . .
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Thus the - difficulty of isolating phenomena, the bane of so rnany de-
partments of economic research, is peculiarly the bane of this baffling

problem of money. The practical result in the present issue is that we
have diametrically opposed explanations of what has caused the rise in prices,
and consequently opposed suggestions as to where the remedy is to be applied .

On the one hand, many lay the chief, if not the entire responsibility for the

rise upon the increased gold supply. These seek a currency remedy, (Note

XVII) . Others, not a few, regard the explanation as lying altogether in the cir-
cumstances surrounding the production and distribution of commodities . These

seek the remedy primarily in improved production and distribution processes .

(Note XVIII) .
Perhaps the majority of economists would agree that the truth lies some-

where between the extreme view that gold is practically the sole arbiter of prices
and the opposite that it follows rather than leads-or, rather, that it is present

in both views. This is more than a meaningless compromise, as may be inferred
from the closeness with which at certain points the opposing views approach,-
as when the gold theorists admit that trade-buoyancy affects credit expansion,
and when their opponents similarly admit that plentiful gold plays a part in the

same process. In other words, these take their stand on the "equation of ex-

change" and insist on preserving an open mind. It may well be that a certain
change in the price curve is due chiefly to gold, while another change is due
chiefly to conditions affecting goods, and that in the present case both sides may
have had an influence, (Note XIX) . The one avenue of enlightenment lies in the
collecting of data-the paucity of which all unite to deplore-that may show
which of the factors at a definite time is in a position to exert a preponderating
influence, and which, therefore, we may regard as the chief cause of a particular

price tendency, (Note XX) . `
The remainder of this memorandum is devoted to statistics of the currency

supply, the state of credit, and the nature and, volume of general trade in recent

years, i .e., the factors in "the equation of exchange. " Such a survey to be of use

must be international and comprehensive, and it would be impossible within the
limits here available to do more than skirt the subject-even were the data

available . Within Canada, however, it may serve to indicate the main charac-
teristics from an economic standpoint of the period between 1900 and the pre-

sent . Before presenting these statistics, however, it will be of interest to outline
briefly the chief historical ~movements in prices, more particularly those of the
last century, noting, where possible, to what extent the price line in the past
has corresponded with such phenomena as the production of the precious metals,

the expansion of trade, wars, famines, etc ., taking, in this way, what has been
called a telescopic view of the past, however sweeping, prior to a microscopic
view of the present, in order to ascertain what bias, if any, such a review produces
in our judgment of existing conditions .
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NOTES TO CHAPTER 1. ,

NOTE I. "The quantity theory of money rests, ultimately, upon the fundamental
peculiarity which money alone of all goods possesses-the fact that it has no definite relation
to the satisfaction of human wants, but only the power to purchase things -which do have
such satisfying power ." Irving Fisher, Why is the Dollar Shrinking, 1914, p . 51 .

The general law which regulates the price of each commodity is stated in the following
terms by Cairnes :-

"It can, at all events, be shown that there is in every market a price at which it is
desirable that the commodity, whatever it may be, shall sell at that time and place ; deSiraQle
ultimately in the interests of consumers, but in a, certain sense desirable in the interests of
dealers, taking buyers and sellers together, and which the combined operations of both so
far as they are well informed respecting the conditions of supply and demand really tend
to establish. To satisfy ourselves, it is only necessary to consider that, in all states of
supply and demand, there is always a certain price beyond which, if the markets rise, con-
sumption is unnecessarily checked, and the stocks in the country pass off more slowly than
is needful. In time the error is discovered and a competition sets in amongst holders of
the commodity, which results in a fall of price tending to stimulate consumption as much
as it had previously been checked . On the other hand, supposing the market price to be set
low, stocks become exhausted too soon, and the undue fall will need to be compensated by a
corresponding allowance at a later period. Such oscillations are at variance with the
interest of the consumer, and the price, therefore, which renders them unnecessary, which
is just sufficient, and no more than sufficient, to carry the working supply ovet, under
such a surplus as circumstances may rendei advisable, to meet the new supplies forthcoming,
may, I think, be conveniently designated as the `proper price' of the market. It is this
price which it seems to me the dealers in the market have dimly in view when by implica-
tion they refer to a standard by which they pronounce the actual price to be too high or too
low or what it ought to be. I would define it as the price which suffices to adjust in the
most advantageous way the existing supply and the existing demand pending the coming
forward of fresh supplies from the sources of production." See also Kemmerer, 141oney and
Prices, Chap. 1.

NOTE II . "Currency" of course includes inconvertible paper currency, of which Jevons
has said : " There is plenty of evidence to prove that an inconvertible paper money, if care-
fully limited in quantity, can retain its full value. Such was the case with the Bank of
England notes for several years after the suspension of specie paynients in 1797, and such
is the case with the present (1875) notes of the Bank of France." But Jevons observes
that all irredeemable paper money started as redeemable . He adds that habit may do much
to keep money in circulation when it is once started, "but it is doubtful whether the most
powerful Government could oblige its subjects to accept and circulate as money a worthless
substance which they had no other motive for receiving. "

NOTE III. "Accordingly we divide the media of exchange into (1) money, and (2) credit
instruments, and adopt with a slight modification the following definition of money framed by
Walker : `Money is that which passes freely from hand to hand throughout the community,
in final discharge of debts and full payment for commodities, being accepted equally with-
out reference to the character or credit of the person who offers it, and without the inten-
tion of the person who receives it to consume it, or enjoy it, or apply it to any other use
than, in turn, to tender it to others in dFscharge of debts or payment for commodities .''-
Kemmmerer, Money, etc., 27.

"In the United States the volume of check transactions forms 92 per cent of all trans-
actions. Probably something like this ratio obtains in Canada and England. Outside of
English speaking lands, however, the ratio is undoubtedly much less . "-Irving Fisher, üh ;/
is the Dollar Shrinking, 216. See also Note C to Chapter IV of this section .

The proportion of cheques has been steadily increasing . Alfred Marshall in 1888 esti-
mated that twenty to thirty times as much business as formerly was then done through the
use of bank credits with only two or three times as much currency . (Gold and Silver Com-
mission Report .-Appendix to Final Report, p . 3) . More recently Irving Fisher has stated
(Why is the Dollar Shrinking, 216) : "All nations are making a continually larger use of
checks relatively to money. The present rate of annual increase in France (in the use of
checks) is 7 per cent, in Germany 13 per cent, Holland 9 per cent, Denmark 10 per cent,
Norway 8 per cent, Sweden 5 % per cent, Switzerland 5 per cent, Russia 21/2 per cent, Japan
10 per cent, the Austro-Hungarian Bank 17 per ceht. In backward India, where deposit banking
has only just begun, the rate of increase is 9 per cent, Mexico 11 per cent . Even in English
speaking lands, where checks have been used for sv long a time, and where therefore, if ans--
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e of
where, we should, expect to find that their use had nearly reached limit, the theUnited

deposits is still increasing
; in England, at the rate of 3i/2 per cent per annum

; per cent . (The
States, at 7 .3 per cent ; in Canada, at 12 per cent ; and in Australia, at 3Y2 p

data for Australia are too meagre to be considered representative
.) Finally, we have the

testimony of the statistics of the clearing-houses
. The rate at which these increase is used as

a rough indication of the rate at which the use of cheeks increases
. Clearings in general show

a more rapid rate of increase than deposits
. This indicates that the use of checks it increas-

ing faster than the deposits against which they are drawn, which means that the activity or

velocity of these deposits is increasing." Irving Fisher "Why is the Dollar Shrinki,ng, pp.

-216-8.

Brace, (Gold Production and Future Prices)
has the following note on this phenomenon :

"As commerce develops, the tendency of all countries is to use credit more and more to do

the work of gold in effecting exchanges
. With the overcoming of prejudice, however, and the

increase of intelligence and confidence, and with progressive reforms in banking and financial
methods, these millions of people are being brought to use banks and to perform their ex-
changes by means of a bank account and deposit currency, thug setting free the gold so that
it enters into the supply and is made much more effective and does much more work

. . . .

Not only has the improvement of transportation both by land or sea effected great economy
in the use-of the precious metal, but communication by telegraph and ocean cables has Yen

.-.

dered it possible to dispense with many transfers of gold in international transactions
. . .

Confidence, more general peace, higher regard for commerce and the facility with which bank-
ing hQuses and other financial associations can be formed, are some of the phases of the

commercial development."

Hobson adds (Gold, Prices and W ages, 6) :"Associated with this extension of money

and of the machinery of finance are certain important changes in the structure of businesses

and in the application of industrial energy
. An increasing proportion of the industrial and

commercial business of the world is passing into the form of joint-stock companies
. In the

United Kingdom the paid-up capital of registered companies nearly doubled in the twelve

years 1896-1908
. In the United States the movement has been even faster, and in every

country where capitalistic methods of production and commerce are well established a similar

structural change is taking place
. An important effect and object of this change has been to

increase very largely the proportion of the wealth of these countries available as a basis of

financial operations, and in particular as securities for bank credit . . . . Only when the bulk

of the industrial world is so far standardized in its business structure that the greater part
of those forms of wealth capable of supporting credit have been brought into the credit system,
is there any sure prospect of a reduction in the pace of growth of credit acting on world

prices. "

NOTE IV
. "The outside influences that affect the volume of trade and, through it, the

price level . . . may be classified as follows :-

1 . Conditions affecting producers.
(a) Geographical differences in natural resources .

(b) The division of labour .
(c) Knowledge of the technique of production .
(d) The accumulation of capital.

2 . Conditions affecting consumers .

(a) The extent and variety of human wants. .

3 . Conditions connecting prod u cers and consumers .

(a) Facilities for transportation .

(b) Relative freedom of trade.
(c) Character of monetary and banking systems.

(d) Business confidence . "

-Irving Fisher, Why is the Dollar Shrinking, 88.

NOTE V
. "The amount of work which money has to do, in so far as it is employed

directly in effecting exchanges, is influenced by the number and quantities of commodities to
be exchanged, by the amounts in which the exchanges take place, by the number of the ex-
changes, and by variation in the times at which, and the localities in which, the exchanges are

effeeted
. All these causes affect the amount of money necessary to carry out the exchanges .

As the population of the world is increasing, and also the wealth per head of population,
and as the number of exchanges is growing in a still higher degree owing to the subdivision
of labour and the linking together in commerce of countries which are very far apart, the
changes I have enumerated tend, for the most part, to increase the work money has to do,

and to lower prices
. It seems to me impossible to estimate the e%act amount of influence
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which each of these causes exercises on the average level of prices ;-at any rate it is beyond
my power to do so." Barbour, Influence of the Gold Supply on Prices, 51 .

Layton (Introduction to the Study of Prices, 31) summarizes the two sets of factors
in the following concise table :-

7

Conditions affecting the quantity of the Currency

1 .-Quantity of gold and fractional currency in
circulation .

2 .-The rapidity of circulation of coins .

3.-The amount of bank deposite against which cbeques
may be drawn .

4 .-The average number of times deposits are drawn -
upon (i.e. rapidity of circulation of bank
deposits.

b.-Number of bank notes in circulation .

6 .-Number of times they change hands .

Conditions affecting the volume of Transactions to be
performed by Currency.

7 .-Total goods produced.

8 .-Number of times they change hand: between the
first stages of production and their final pur-
chase by consumers .

9 .-Total personal services rendered by members of the

community, including services by wage-earners,
salaried persons, manager, etc . (but excluding
persons working on own account who do not
receive their salary as a separate transaction .)

10 .-Obligations incurred which involve payment for the
use of land, houses, or capital .

11-Stock Exchange transactions and other transfers of
property .

12.-Transactions such as betting, debts, gifts, philan-
thropic bubscriptions, etc., which are not in
return for either goods or services .

"The link between these two groups of factors is the general level of prices for commodities,
services, etc." With regard to the interplay of the above forces he adds (p . 32, footnote) :
"It should be noted in passing that changes in any one factor on either side do not influence
all the opposite factors to the same extent . An egpansion of bank currency, for example, will
have a more direct and immediate effect on Stock Exchange transactions than on payments
for personal services ; while an increase in the volume of raw materials produced in an agri-
cultural country will call for a greater supply of coin rather than for an increase of cbeques
or bank-notes. The close connection of all factors is, however, brought home by the con'sid-
eration that even in this latter case the demand for gold will fall upon bank reserves and
affect the conditions of the money market by means of the rate of discount. "

Irving Fisher recapitulates : "To be specifie, (1) the volume of trade will be increased,
and therefore the price level correspondingly decreased, by the differentiation of human
wants, by diversification of industry, and by facilitation of communication ; (2) the velocities
of circulation will be increased, and therefore the price level increased, by improvident
habits, diminution of hoarding by the use of book credit, and by rapid transportation ; (3)
the quantity of money will be increased, and , therefore the price level increased, by the
import and minting of money, and, antecedently, by the mining of the metal money, by the
introduction of another and initially cheaper money metal through bimetalism, and by the
issue of bank-notes and other paper money ; (4)'the quantity of deposits will be increased,
and therefore the price level increased, by extension of the banking system and by the use
of book credit. The reverse causes produce, of course, reverse effects . "-Why is the Dollar
Shrinking, 137.

No'rE VI. The "Equation of Exchange" is usually expressed algebraically . ProfessorFisber's statement is as follows : If M represents the volume of money in circulation, V its►elocity of circulation, M' the volume of bank deposits subject to cheque, and V' their velo-
city, then MV+M'V'=E, where E represents the total expenditures of the community .

E may be further analysed thus : let p represent the average price of a particular article, and
Q represent the total quantity purchased within the period ; p' the average price of another good
and Q' the total quantity of this second good exchanged ; and so on. Then

E= p Q+p'Q'+p "Q"+ etc . ; or E= o,pQ, ( o . being the symbol commonly used to indicate
summation) .
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This may be further simplified by writing it, MV -I-M'V' = PT, where P is a weighted average

of all the p's, and T is the sum of all the Q's,-in other words, where p represents the level of all

prices, and T the volume of all trade .
The "equation of exchange" thus becomes :

MV+M'V'=PT.

MV -hM'V'
or P =

T

Professor Kemmerer had previously (Money and Prices 20) expressed the formula as follows :

"If we represent the quantity of money in circulation by M, the number of times it is turned over
by R, the number of commodities exchanged by N, the number of times they are exchanged by E,
and their price by P, it is evident that

: MR
(1) MR=NEP ; or (2) P=N

E

In the above formula MR represents the monetary supply, NE the commodity supply, and NEP
the monetary demand . The formula will be recognized as an algebraic expression of the quantity
theory. -

"As a commodity passes from the producer to the wholesaler, from the wholesaler to the
retailer, and from the retailer to the consumer, it gains new utilities, such as place, time and form
utilities, and its prices increase at each of these exchanges which are really parts of the productive
process . On the other hand, as the commodity wears out it loses utilities and, if it is sold, its
price normally falls. If we consider the commodity in this way as a congeries of utilities, it be-
comes a new commodity at each exchange, the E of the formula becomes unity and 1E is equiva-

MR MIt.

lent to N. The formula P =-would therefore be equivalent to P= N
NE

"The formula thus derived is quite different from the classical statement of the quantity
theory . Whereas that statement is that a change in the monetary circulation, other things
being equal, is accompanied by a proportionate rise or fall in general prices, this formula implies
that a change in the total circulating medium, money and checks combined, is accompanied
under like conditions by a proportionate variation in prices . These are two entirely different

Propositions ."

Sir David Barbour's statement of the equation is as follows (Influence of the Gold Supply on

Prices, 56) :

"If we denote the work Money has to perform by W, its efficiency by E, and if Q and P
represent, respectively, the Quantity of Money and the average level of Prices, we may state the
relation between them in the following form:-

E

P- Q X W

E
"W e can see that if - falls to half its former value, P (the average level of Prices) will remai n

W E
the same, if simultaneously Q is doubled . Or, if- increases two-fold, P wi ll remain the same if

E W
Q is halved . If - increases ten-fold and Q two-fold, the resulting increase of P will be twenty-

fold."
W

NoTE VII. Amplifications of this description are innumerable . Perhaps the most closely-

reasoned is to be found in Cairnes. In explaining (Essays, pp. 10 and 64) how the price-

level reacts to the gold stimulus, Cairnes expresses the opinion that the commodities which
fall extensively within the consumption of the producing classes wi ll be the first to rise, and

that raw products will maintain the rise longer than manufactured articles, while among raw

products those derived from the animal kingdom will show more marked effects than tho-e of

the vegetable kingdom. With regard to the diffusion of the rise, countries having a well

organized credit system, like the, United Kingdom and the United States, would, he be-

li eved, show the effects first, and count ries of backward organization last. The gold-producing

countries themselves, now that the largest producers are joint stock companies and the means

of communication have been perfected, are less affected than in the days of placer mining ,

.

.~,,,
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when, too, the expenditures of individuals in outfitting was a factor sometimes more im-
portant than the gold itself. * See on this point Cliffe Leslie, North-British Review, June,
1865. Cf. also Newmarch VI, 212-131 ; Sidgwick, Principles, Book II, chap . V.

Walker (Money) may be quoted : "Though the high price of commodities be a neces-
sary consequence of the increase of gold and silver, yet it follows not immediately upon that
increase, but some time is required before the money circulates through the whole state and
makes its effects to be felt on all ranks of people . At first no alteration is perceived ; by
degrees the price rises, first of one conimodity and then of another, till the whole at last reaches
a just proportion with the new quantity of specie which is in the kingdom. In my opinion
it is only in this interval or immediate situation, between the acquisition of money and rise
of prices, that the increasing quantity of gold and silver is favourable to industry . When
any quantity of money is imported into a nation, it is not at first dispersed into many hands,
but is confined to the coffers of a few persons, who immediately seek to employ it to advan-
tage. . . . It is easy to trace the money in its progress through the whole commonwealth,
where we shall find that it must first quicken the diligence of every individual before it in-
creases the price of labour." And, again, in his International Bimetalism, he says : "The
normal effects of an inflation of the money-supply of the world due to natural causes, and
not to any purposed action of Government in tampering with the standard of deferred pay-
ments, has been studied by some of the soundest and wisest of economists ; and the general
weight of their testimony bears strongly on the side of the advantages derived from such a
cause . A natural metallic inflation carries with it no sting of injustip ami draws no retri-
bution after it, for it is due either to the discovery of new resources in nature or to im-
provements in human arts. Being, thus, free from the curse which attends an inerease of
paper money designed to scale down debts and alter the standard of value, such an inflation
can be looked at without prejudice. The subject is one susceptible of great exaggeration.
It is also one which may be treated in a small and grudging way with results as distinetly
false as any that could be due to extravagance of view and of statement. The truth doubt-
less lies between the extreme claims of some who have attributed more than a magical and
even miraculous virtue to the natural increase of the money-supply and the mean and par-
simonious admissions of certain economists of the a priori order. But I believe that the
truth lies much nearer the fôrmer than the latter line. "

Sir David Barbour (Influence of the Gojd Supply, 73) re-states the above as follows :
"An additional supply of money produces its chief effect on prices in the first instance

by increasing the supply of, and lowering the cost of, credit. The rise in prices that is thus
caused affects the wholesale prices of those- articles which are bought and sold for cre üt,
and as all prices and wages do not rise simultaneously, and at any rate do not rise imme-
diately to the full extent, the producers of such articles find their profits increasing, though
such increase is obtained in the first instance at the expense of the other members of the
community . The increase in the rate of profit stimulates enterprise, leads to a greater
demand for credit, raises the rate of discount and interest, and makes persons in business
willing to pay a higher rate for credit . If the supply of gold continues abundant, prices,
generally, continue to rise, and production is increased ; times are said to be prosperous and
really are prosperous in the sense that a greater quantity of wealth is being produced every
year, though certain classes of the community suffer. The persons who suffer most are tho~e
whose incomes are fixed either permanently or for a long period, or do not respond, or do
not respond fully and immediately, to a riee in prices . The position of the wage-earner re-
quires special notice. The stimulus to enterprise and the higher rates of profit lead to an
increased demand for labour, reduce unemployment, and tend to raise wages . In the fi-t
instance thereiis some loss owing to wages not keeping pace with the rise in prices, but againA
that may be set, for what it is worth, the compensation arising from fuller and more con-
tinuous employment . In the long run the sufferers are those whose incomes do not respond or
do not respond completely to the rise in prices . The loss which they incur represents so nuich
additional gain accruing to other members of the community."

As to the outward manner in which the effects of currency changes diffuse themselves,
Jevons is classic. Chevalier (The Probable Fall in the Value of Gold) had anticipated a
series of "° shocks and sufferings, lapses, struggles and convulsions," from the new gold of
185 0. Jevons, however, (Investigations) replies : "The alteration of the value of gold
must, especially for the future, be most gradual and gentle in its effects. Far from taking
place with sudden and painful starts, flinging the rich headlong down to a lower station,
and shaking the groundwork of society, nothing is more insidious, slow and imperceptible .
It is insidious, because we are accustomed to use the standard as invariable, and to mea-u'e
the changes of other things by it, and a rise in the price of any article, when observed, is
naturally attributed to a hundred other causes than the true one. It is slow, because the total
accumulations of gold in use are but little increased by the additions of any one or of several
years. It is imperceptible, because the slow rise of prices due to gold depreciation is dis-
turbed by much more sudden and considerable, but temporary, fluctuations which are due to
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commercial causes, and are by no means a novelty . It is almost impossible, too, for any
person to detect the effects of the change of standard in his own personal affairs . Besides

the interference of changes in prices and profits and activity of trade, which affect most
persons, each individual has his own fluctuations of prosperity and adversity. If his income

is not variable, at least his expenditur
e lâiminishe

d more
and among o hvariety ofhunmeasured sc~f

expenditure, some increased, th
e

cumstances, it is impossible for him to feél the very slow and measured change of 20 or 30

per cent, spread over twenty or thirty years
. If his receipts are variable and increasing, he

enjoys the consciousness of prosperity, and probably attributes it complacently to his own

abilities and deserts
. If his income consists of fixed dividends or rents, he receives the same

pieces of money as before, and has no thought that they are not what they were
. It is

when he comes to pay his household bills that he can alone feel the difference
. And then

the difference seems to arise from the deficient harvest, from the growth of population, from
the extortion of tradesmen, from anything rather than the change of a British sovere!ign

fresh froqi the mint
. Value is the most invisible and- impalpable of ghosts and comes and

goes unthought of while the visible and dense matter remains as it was
. So it certainly has

been,-I think, in the last fifteen years . "

Kemmerer (Money, etc., p. 50) believes that the above hypotheses "have been realized

on a large scale thrice within modern times
: once in the great silver and gold discoveries of

the sixteenth century
; once in the Californian and Australian discoveries ; and at the present

time largely as the result of the large gold production in South Africa
."

Compare the exhaustive studies of Australian and Californian coeIId~tio~gll) g~1th6~ne
Newmarch VI, (Appendices XXV, XXVII, XXVIII, XXIX, %%X ,

report of the Economic Commission of South Africa, 1913
. In Australia, according to New-

march, wages quadrupled and prices advanced 20 to 100 per cent after 1850
; in South Africa

the commission finds that cost of living is 40 per cent higher than in America and 80 per
cent higher than in Europe, while wages are 40 per cent higher than in America and 225

per cent higher than in Europe .

NOTE VIII
. Marshall says (Appendix to Gold and Silver Commission Final Report, p

.

2)
:"I think that we have not the statistics, and that we shall not, in this generation, be

able to get the statistics, which would enable us to trace any statistical connection between

the amount of the currency and the average level of prices
; because, supposing that the

volume of the currency remains the same, the height of average prices may yet vary in con-

sequence of several causes
. The first of these is a change in the volume of things on sale,

and with regard to that no doubt we have fairly good statistics
. The second is an increase

or diminution in the average number of times each of these things changes hands during the

year, and with'regard to that we have no statistics whatever
. The third cause is the average

number of times that each coin or each element of the currency changes hands during the

Year ; on that subject also there are no statistics
. The last cause is the proportion which

purchasea otherwise than by currency bear to purchases by means of currency
; on that

subject I think we have no -statistics which are in the, least trustworthy
."

Irving Fisher, who has made an elaborate attempt to demonstrate the equation of

exchange statistically (see Note A to chapter IV of this section) admits
(Purchasing Power of

Money, p . 297) "its best proof must always be a priori, not in the sense which applies to the

proof of abstract mathematical propositions, but in the sense which applies to the proof of

Boyle's law. "

NOTE IX
. "The money with which persons buy goods is not (save by a legal fiction)

their own property, but consists of instruments of exchange, hired by them from a govern-
ment or bank, or other financial business, for the single use to which they are put

. Goods

are not exchanged against gold, in the same sense' in which coal is exchanged against cotton

or corn . The latter sorts of exchange are the substance of all commerce, which always and

exçlusively consists in exchanging one sort of goods for another sort
. No one, except for

uses in the industrial arts, wants to exchange goods for gold, for no one wants the gold

except as a passing instrument for obtaining other goods
." J. A. Hobson, Gold, Prices

and Wages, 156-174 .

"The circulating medium is not a cause of prices
: It is only a convenient means of

exchanging goods after the price has been already fixed
; and the medium may, or may not,

be the material of which the standard of prices is composed
. Price is an exchange relation

between goods and the standard money commodity, whether that money commodity be used

as a medium of exchange or not
. A wide distinction exists between the standard in which

prices of goods are expressed and the media of exchange by which the goods are actually

transferred." Laughlin, Principles of Money, 317-8 .

"In the order of events the evaluation process between goods and the money nietal takes
place before the comparison could be instituted between the media of exchange (or amoun

t

~~ - _ _ _ .....a^•^., . ., .
•~.-~
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of money in circulation) and the mass of transactions,-as is required by the quantity
theory. On the one hand, I have not omitted to state the influence of an increased supply of
(or lowered cost of acquiring) gold on its value ; but the quantity of gold has, in my opinion,
affected prices only through its influence on the value of the standard-of prices, and not
through its actual presentation as a medium of exchange against goods . The difference in
theory, then, centres about the time and manner of the evaluation process between goods
and gold ." Laughlin, Prinotples of Money, 362.

"The offer of a certain amount of some media of exchange for goods merely records
the antecedent price-making process. The media of exchange come into play after the price-
making process and not as a part of that process." Laughlin, Publications of dmertican
Economic Association, 3rd series, VI, No. 1 .

To this it is specifically replied that market prices are the amount of money actually
paid over for commodities-not the amount asked, offered or promised ; a "sale" consists
of a transfer of goods for "purchasing power," i .e., money. "The offer of money for
goods and the offer of goods for money are of course not the first steps . Each person has
his own individual or subjective prices on all sorts of commodities ; these subjective prices
represent the valuations which he places upon the respective commodities in terms of the
valuation which he places upon the money unit. The more of a particular commodity be
has the lower his subjective valuation of a unit of that commodity

; the more money he
owns the lower his estimation of a dollar and the bigher his subjective prices ; and viceversa. Through a process of competition, selection, and adaptation, some of these subjectiTe
prices develop into market prices, that is, prices at vchich both buyer and seller benefit, and
at which therefore an exchange takes place . To paraphrase an old adage, the proof of the
market price is in the exchange. A market price is the amount of money paid for a
commodity, not the amount asked, offered, or promised." Kemmerer, Bulletin of the dmeri-
can Economic Association, April, 1911, p . 55. See also gemmerer, Money, etc., pp. 4 and 12 .

NOTE X. "When great discoveries of gold are made, and there .is a marked addition
to the supply in the mining country, the marketable possessions of its people are thereby
increased in a way no different in effect than when the soil yields a great harvest of new
wheat

. The new gold is purchasing power over other things, at home and abroad, just as
wheat is ; its value at home and abroad is settled in relation to other things in the same
general way as is the value of wheat, and by the same general laws of value . If a miner
or a country has more gold than is needed for monetary (or non-monetary) purposes, the
surplus of it is sold for other things, just as in the case of a surplus of wheat . A mining
country sends gold to those other countries which, by reason arising from the demands of
business, needs more bank reserves, or more gold as a medium of exchange (this last not
being usual in any large amounts, except in case of a change of standard like that of Ger-many)

; or if none is needed for monetary purposes, then it goes to the purchasers of plate,
or ornaments, and the like

. If the supplies of new gold constantly coming forward are vast,
there may spring up new demands . . . . If no such new demands arise, if the monetary
demand is satiated, then the large new supplies of gold must inevitably result in a fall of
its bullion value relatively to other things

; for, if not needed for monetary purposes any
where, its only possible destination is the arts." . Laughlin, Principlea of Money, 338 .

T. N. Carver, to this statement, offers the following demurrer : "Gold will distributeitself between its two general uses in such proportions that its value will be the same ineach. . .
. If too little gold should for any reason go into circulation and too much into

the arts, until people needed coin more than they needed bullion, gold would be sent to the
mint in larger quantities until the equilibrium was restored . . . But to admit that is to
admit a quantity theory

. To admit that the share of gold which goes into the currency is
.determined automatically by the needs of business is to admit that the number of units has
something to do with the value of each unit ." (Quar. Jour. Econ., July, 1897, pp. 431-432) .To which Laughlin replies

: "To admit that the value of the standard can be influencedby supply
is not to admit the ufiual quantity theory of money. In the ordinary form of

the dogma, prices are regulated by a comparison between the money work and the quantity
of the media of exchange." (Principles of Money, pp . 338-9) . And, again : "The expan-
sion of business is not a necessary consequence of an increasing supply of gold, any more
than an expansion of railway traffic is the necessary consequence of an increasing supply
of cars." (Bulletin of the American Economic Association, April, 1911) .

Newmarch speaks of the manner in which new gold represents "new wealth" and not
merely "barren increments of the volume of metallic money." (VI., p . 137. See alsopp . 188-193 .)
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NOTE XI. The problem is admitted by quantity theorists thus :

"The quantity theory is admitted to hold in a purely monetary régime by many who
deny its applicability to a régime where exchanges are performed largely through the, in-

strumentality of credit instruments. In fact, the use of credit instruments as media of
exchange is generally considered the most vulnerable point at which to attack the quantity

theory. "-gemmerer, Money, etc ., 67. -

"Seeing, then, that the actual medium of exchange in a great industrial country con-
sists of eredit instruments, various questions are suggested as regards the validity and scope

of the quantity theory of money. Is the theory still true of standard metallic money, or is it
only true of this money, plus all these forms of credit to the extent of their nominal value?
Is the actual metal now an insignificant factor t- Can prices rise or fall indefinitely by the
expansion or contraction of credit, or what are the real limits (if any) to such a rise or
fallt Finally, can it be said that in every transaction-in every offer or consideration of
a price-the dealers have in their minds' eye a certain bulk of standard gold, or that they
measure values with the pound sterling just as they measure length by, the yardt"-J . S .

Nicholson, Principles, II, Chap . XVI, 132 .

"The argument, and, in my opinion, the sole argument which is even plausible, that
has been employed in attacking the quantity theory is based on the great development of

credit in modern times. Prices, it is said, are determined mainly by credit, and the increase

or decrease in the quantity of money has little or no effect on them
. An economist of some

eminence has even gone as far as to assert that money is credit, that credit has the same
influence on prices as money, quantity for quantity, and that as the quantity of credit in the
United Kingdom is £6,000,000,000 and the quantity of gold only. £100,000,000, any consider-

able alteration in the quantiy of money could only affect prices in a very slight degree, so
that even if the quantity of money were doubled the increase in prices would only be in

the proportion of 6,100,000,000 to 6,200,000,000 or as 61 to 62, being 1.6 per cent ." Barbour,

Influence of - the Gold Supply, 17 .

The development of the attack on the theory on this basis may be left to Mr . Hobson and

Professor Laughlin :
"Credit is a form of money manufactured by bankers with the assistance of bill-

brokers and other finance agencies. Gold is not the staple material out of which it is manu-

factured. That staple material is the value of the various sorts of goods (including under

that term all marketable goods or claims upon them) as expressed and measured by
current

or prospective market prices . The fact that these prices are expressed in gold must not

deceive us ; it is the goods and not the gold that are the basis of the eredit. "-J. A. Hob-

son, Gold, Prices and Wages, 77 .

"Gold is not a base upon which is reared a block of credit that enlarges and shrinks

with the length of the base line. It is not a weight to which the weights of other monetary

instruments must adjust themselves. It is not even an anchor securing the vessel of finance

in times of storm. The real basis of credit is goods and the increase of actual credit is
attributable to the increase of this goods-basis and the concomitant increase in demand for
credit arising from the expansion of new, large profitable business enterprises ." (J. A.

Hobson, Gold, Prices and Wagea, p . 150) . Mr. Hobson also points to the fact that bank

deposits have been known to grow as rapidly in times of gold scarcity as in times of
abundance and that they grow at different rates in different countries at the same time.

The following table is given as illustrating the former of these statements :-

World Production of
Gold, fine oza.

1900 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1901 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1902 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1903 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1904 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1905 . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . .
1906 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1907 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1908 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1909 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1910 . . . .
1911 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

12,315,000
12,626,000
14,355,000
15,853,000
16,808,000
18,396,000
19,471,000
19,977,000
21,430,000
21,983,000
22,023,000
22,619,000

Gold Coin and Bullion
in Bank of England
(issue department) .

£
33,321,000
35,830 .000
35,644,000
34,415,000
34,412,000
35,668 .000
33,942,000
34,917 .000
32,724,000
32,538,000
32,081,000
32,309 .000

Average Rate of
Discount .

£
3 .964
3 .722
3.329
3 .756
3 .297
3 .008
4 .269
4 .927
3 012
3 .100
3 .725
3 .467
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A close compa,rison of the reserves and discount rates above shows no connection . Similarlv
no direct connection exists between prices and discount rates . But, "the rejection of this
naïve theory that gold produces credit does not involve a repudiation of all causative rela-
tions betweén gold and credit. There is abundant evidence connecting expanding bank re-
serves with expanding credit and with rising prices . It is the order of the causal connection
between these three quantities that is in question. The great output of gold rendered it pos-
sible for large flows of gold, to pass into bank reserves, if they were wanted there . Whether
they were wanted might depend upon the quantity of credit that was wanted and which gold

~ would serve to guarantee ; and the quantity of credit wanted might depend upon the profit-
able uses to which it could be put . These profitable uses might imply high prices, and the
increased supply of credit might make these prices higher still . This hypothesis reverses
the order of causation usually adopted by the holders of the naïve hypothesis . "

Laughlin observes that a man's deposit account varies, not in accordance with the
amount of money in his possession, but with his wealth . The evidence of economists before
the Gold and SilvBr Commission is sprinkled with observations of similar purport . Examples
follow: "No natural relation between the stock of bullion and the fluctuations of credit
eaists . "-Pierson . "The amount of money, does not determine the facility of credrt . "-
De Laveleye . "Fixed relations between additions to the quantity of the precious metals
and extensions of credit are not to be, discovered ."-Lesis. "I• do not believe that any
permanent relation exists between supply of the precious metals and fluctuations of credit ."
-D. A. Wells.- "The supply of gold exercises no permanent influence over the rate of
discount . The average rate of discount permanently is determined by the profitableness
of business. "-Alfred Marshall.

The opposing view to this may be illustrated by the following quotations :
"In a hypothetical financial world bankers are willing to carry idle stocks of gold and

to wait until business conditions make necessary an increase ià their loans . In the real
financial world, of course, bankers do nothing of the sort . Bankers with surplus gold imme-
diately tempt borrowers by lowering the rate of discount and thus increasing the money
dennand for goods in the markets . As a result there is an irregular and general rise of
prices. "-Joseph French Johnson, Bulletin of the d,nerican Economic Association, April,
1911, p . 61 .

"It is evident that an increasing production of gold has a direct effect in swelling bank
reserves. The new gold flows into the banks, not only for safekeeping but to create bal-
ances against which the mine owners may draw to meet operating expenses . Even for he
best fields, approximately 75 per cent of the credits so created must be used for this pur-
pose. But, unlike bank credits created by other industrial operations, these credits, accom-
panied by an unequal amount of new gold, enlarge in a much greater degree the ability of
the banks to make loans. The entire gold-producing industry of the world may not, as an
industry, be more than half-supporting, but when the product in the form of money enters
bank reserves it may as the basis of credit create purchasing power to several times its oWn
value. One way or another the new supplies of credit will force their way into use . They
make capital available for new undertakings and for the enlargement of old ones, and in
this era of industrial activity and change there is practically no end of f promising oppor-
tunities for investment . There are many countries, both old and new, with vast undeveloped
resources appealing for capital . Competent authorities have estimated that as much as
$3,500,000,000 foreign capital has been invested in Canada in the last dozen years in
constructive work. Probably $800,000,000 has been similarly invested in Brazil in the last
ten years. And these are new countries with comparatively small populations . The sums s o
invested in the United States, of course, have been very much greater than in these two put
together."-Report of the Director of the United States Mint, 1913, p . 67 .

"As regards the rate of discount, tle governing facts are that a banker requires to
keep a certain reserve of cash in proportion to his (?epoçits, and the rate of discount is
determined in part by that reserve, while the replenishment of that reserve is in turn de-
pendent, among other things, on the annual supply of gold from the mines . Clearly, tben,
the rate of discount must be dependent in some degree on that annual supply."-Giffen,
Essays in Finance, 2nd series, p . 37. .

Professor Keynes answers Mr. Hobson as follows : " If the (quantity) theory were
true, we should find, now that prices have risen, Mr . Hobson says, a lower average rate of
discount than formerly, and a larger accumulation of gold in the reserves of banks . Of
course, the average rate of discount has risen and not fallen, but Mr . Hobson must know
very well that the adherents of the theory he is disputing maintain, not that the average
rate of discount must fall, but that new gold in bank reserves has the temporary effect of
making the rate lower than it would otherwise have been-for he quotes the relevant passage
from Dr. Marshall's evidence before the Gold and Silver Commission some pages- further
on, and points out himself that the,rise in the average rate of discount is mainly due to the
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greatly increased demands for capital in new countries . . . . Whether the new gold has

been a necessary or only a favouring condition to the manufacture of new credit, Mr
.

Hobson sees the main explanation of the increased credit elsewhere, namely, in the greatly
increased volume, chiefly arising out of the borrowings of Governments, municipalities, and

railways, in new countries .~ . . . The argument he bases on this is founded on two

very old confusions, which always have been and probably always will be made by certain
types of mind having, as it were, a natural affinity to this way of thinking

. The first is

between the volume of credit (measured in terms of goods) and the value of credit (measured

in terms of money) . If credit, Mr. Hobson argues, is based on actual goods, and every

piece of wealth carried with it `a credit-note representing its present value,' how can it ever

become redundant$ :
. The second confusion is between the two senses of the word

`credit,' the sense in which it stands for the method by which the control of liquid wealth is
temporarily transferred from those who have less need of it to those who have more, and
the sense in which it stands for methods of making payments and effecting exchanges with-

out the use of actual coin
. There is, of course, no necessary connection whatever between

these two
. If a bank receives money from depositors and then lends it out again to bor-

rowers against suitable security, the use of coin as a medium of exchange is in no wise

diminished, and prices, directly at any rate, in no degree affected
. Only when a bank passes

to its other function and creates notes, bills, or cheques as a means of effecting exchange,

does the influence on prices come in ."--3• M. Keynes in The Eaononuic dournal, Sept., 1913,

pp. 395-7 .
Professor Fisher agrees with the view that credit represents the "coining" of goods

:

"Even though the acres of a landowner or the iron stoves of a stove dealer cannot circulate
in literally the same way that gold dollars circulate, yet the landowner or stove dealer may
give to the bank•a note on which the banker may base bank-notes or deposits

; and these

bank-notes and deposits will circulate like gold dollars . . . . Through banking, he who

%pos-esses wealth difficult to exchange can create a medium based upon that wealth
. . . .

To put it crudely, deposit banking is a devise for coining into dollars land, stoves, and

other wealth not otherwise generally exchangeable." ( W hy is the Dollar Shrinking, p. 6 2 ) .

He holds, nevertheless, very strongly that credit is not independent of the quantity of

money
: "Two facts normally give deposits a more or less definite ratio to money

. The

first has already been explained, viz
., that bank reserves are kept in more or less definite

ratio to bank deposits
. The second is that individuals, firms, and corporations preserve

more or less definite ratios between their cash,transactions and their check transactions, and
.

also between their money and deposit balances
. These ratios are determined by motives of

individual convenience and habit
. In general, business firms use money for wage payments,

and for small miscellaneous transactions included under the term `petty cash'
; while for

settlements with each other they usually prefer checks
. Each person strikes an equilibrium

between his use of the two methods of payment and does not greatly disturb it except for

short periods of time
. Whenever his stock of money becomes relatively small and his bank

balanee relatively large, he cashes a cheque
. In the opposite event, he deposits cash . . In

this way he is constantly converting one of the media of exchange into the other
. A private

individual usually feeds his purse from his bank account
; a retail commercial firm usually

feeds its bank account from its till
. The bank acts as intermediary for both . . . . An-

other reason why money and checks each have separate spheres, tending at any given time
to maintain a fairly definite relation to each other, is that cash and checks are, generallv

speaking, used by different classes
. Wage-earners for the most part use only money, while

the professional and propertied classes and `fictitious persons' (i .e ., corporations, partner-

ships, etc .) use mostly checks
. At present probably over half of the families in the United

States use no checks. .
. In a given community the quantitative relation of deposit ccnr-

rency to money is determined by several considerations of convenience
. In the first place,

the more highly developed the business of a communitg, the more prevalent the use of

checks. Again, the more concentrated the population, the more prevalent the use of checks
.

In cities it is more convenient both for the payer and the payee to make large payments

by check ; whereas, in the country, tripp to a bank are too expensive in time and effort
,to be convenient, and therefore more money is used in proportion to the amount of business

done. . . There is, then, a relation of convenience and custom between checks and ca~
:h

circulation, and a more or less stable ratio between the usual deposit balance of the average
man or corporation and the usual fund of money kept in pocket or till

. "-Irving Fisher,

Vhy is the Dollar Shrinking, pp. 73-4 .

Similarly, Professor gemrnerer emphasizes the degree to which credit is psychological
:

"Every transaction in the credit world involves confidence
. For example, I take a note to

my banker, have it discounted, and have the proceeds placed to my credit
; I then pay debts

by means of checks drawn against the deposit so created
. Here is one of the commonr_st

of business transactions ; observe, however, the amount of confidence it involves . I place

lonfidence in the person whose note I take to the bank to be discounted, the bank places
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confidence in the drawer of the note as well as in myself, the indorser ; I place confidence
in the bank when I trust it with my deposit, while the person to whom I pay my cheek
placed confidence in me when he trusted me for my purchase, and places confidence in me
and also in the bank when he accepts my check. If we should trace the cheek through sev-
eral banks and clearing-houses, the amount of confidence found tp be involved would be in-
creased many fold ." (Money, etc., p. 82 .)

But Kemmerer no less than Fi~her sees a close connection between bank reserves and
prices : "A change in the relative supply of money generally first makes itself felt in altera-
tions in bank reserves, and through them tends to affect prices in something like the follow-
ing order : prices of call paper, prices of foreign and domestic bills, prices of securities,
prices of other time paper, wholesale prices of produce and merchandise, prices of real estate,-
retail prices, and finaly wages. "-Kemmerer, Money, etc ., p . 86.

Sir David Barbour holds to the old view : "The man who possesses goods which he is
prepared to pledge as security can, no doubt, get an advance or loan from a bank, but
banks cannot make loans to any amount without regard to their reserves of gold, and it would
seem more reasonable to hold that a great increase in the quantity of goods would lead to
each man getting a le5s amount of credit measured in pounds sterling in proportion to the
quantity of goods pledged and dealt with in the market, and to a consequent fall in prices,
not to a riee . In other words, a great increase in commodities, while the quantity of gold
remained the same, might naturally be expected to lead to less gold, and not more gold,
being exchangeable for the same quantity of commodities . . . . On the other hand, a banker
will not allow his reserves of gold to remain permanently higher than he considers necessary
for the purposes of his business. To do so would amount to neglecting to take a profit in his
business which could safely be secured, and that is a course which the banker does not adopt .
When his reserves are in excess of his requirements the banker lowers the tate of discount,
issues credit to a greater extent, and sees his reserves gradually reduced to the amount below
which he considers it unsafe to allow them to fall. . . The modern system of credit, as
carried out with the assistance of banks, exercises an important economic influence, but the
economy in the use of money which it effects is the measure of its influence on the average
level of prices ." Barbour, Influence of the Gold Supply on Prices, 30,35 and 62.

Professor Nicholson may be quoted as follows : "It is easy to show that all credit rests
upon a basis of gold. The necessity for such a basis imposes a threefold limit upon a rise
of prices due to an inflation of credit. In the first place, although wholesale transactions
are for the most part effected by credit instruments, there are still in every country a great
mass of payments which require either metallic money or some form of simple legal tender
such as bank notes. Such, for example, are the payment of wages and a large part of retail
transactions-they require `cash' in the form of metal or notes . Thus in the end a drain
will be made on the ultimate banking reserves of the country . As a consequence there will
be a rise in the rate of discount for advances, and this rise in the rate will impose a check on
the expansion of credit.

Secondly : Under the supposition of a general rise in prices in any particular country
owing to credit influences, a stimulus will be given to imports-the foreigner seeking the
dearest market to sell his goods-and a check to exports . Thus the balance of international
indebtedness will turn against the particular country, and a foreign drain of gold will .ensue .
If there is simultaneously an expansion of prices in all the great commercial countries, this
particular effect would not be felt, but the accumulated internal drains would strain the
metallic reserves.

Thirdly : Apart from these considerations, namely, the effects of internal and external
drains of gold, another influence is sometimes of importance . The price of gold is fixed by
law (as already explained), and accordingly,- so far as the raw material is concerned, the
price of gold ornaments is also fixed. If, then, through credit, prices could rise indefinitely,-
if there were no real check to the rise in prices of commodities,-these prices would be dis-
tributed in continuously increasing profits and wages . But if we suppose tfiat all money
ineomes (dependent on industry) are doubled, trebled, and indefinitely multiplied, whilst
gold remains fixed in price, every one can buy gold watches, plate, and other ornaménts to
a much greater extent than before. This exceptional demand for the arts can only be met
by withdrawals from the eurrency in circulation, or from the reserves . We thus discover a
third drain which would arise after a certain inflation of prices . At the present time, taking
the world all over, the demand for the arts already absorbs a large part of the annual sup-
plies, so that any exceptional demands must fall upon gold used as money in some form .
J. S. Nicholson, Principles of Political Economy, II, 133-5 .

It is to be noted, in conclusion on this point, that gold theorists do not deny that an
increase in trade and wealth may increase the volume of credit . But as a rule, such in-
fluence will be for short periods. Taussig (Bulletin of American Economic Association,
April, 1911, p . 65) says : "Though I would by no means go the length of Professor
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I,aughlin's rearoning, which seems to imply that every act of exchange supplies automatically
its own medium of exchange, it does seem to me that our modern mechanism of deposit bank-
ing supplies an elastic source of deposits, which, for considerable periods, enables them to

run pari passu with the transactions and loans resting on them . In the end, an increase of

deposits finds its limit in the volume of cash held- by the banks
. But there is some elasticity

of adjustment, by which loans and deposits increase as fast as transactions, or faster ; and

this accounts in no small degree for the rise in prices during periods of activity
. The

phenomenon shows itself most strikingly in stock exchange loans, especially in a center like

New York. There the business creates for itself quasi-automatically its own medium of

eschange . . I suspect it is undue generalization from operations of . this sort that has led

Professor Laughlin to take his eztreme position-a position which I can not but think un-

tenable . "

NOTE XII . "I believe that the amount of the circulating medium is the effect and not

the cause of the variations in prices . "-Tooke IX, p . 462. So also Sir Robert Giffen :" It

is the range of prices as part of a general economic condition which helps to determine the
quantity of money in use, and not the quantity of money in use which determines the

prices."
/

-

" This healthy development of trade is checked nowadays only by the scarcity of gold,
which causes every country to watch jealously its holding of gold, since no one knows whence'

gold, once lost, may be re-obtained . In a sense, therefore, the amount of money in circu-

-lation depends on prices, and not prices on the amount of rnoney . "-Otto Arendt quoted by

$oetbeer, Materialien.

"I believe that'to a certain extent price is actually the cause of money . If the growing

scarcity of agricultural land, or the increase in population and the increased demand for
agricultural products without an increase in land, should increase the marginal cost of pro-
ducing agricultural products, that would tend to increase the exchange value of these pro-

ducts . Even without any increase in the gold supply, this would cause each unit of product

to exchange for a little more gold ; then, in order that a given number of exchanges in agri-

cultural products could be carried on, it would be necessary to have a larger number of
ounces of gold, or a larger number of gold coins, or some other form of money of given

denominations to do the money work . This, in other words, would necessitate a larger

supply of money ; and, if other forms than gold were not forthcoming, it would necessitate

that a larger proportion of the stock of gold should be coined into money in order to do

the work. Thus, without any increase whatever in the world's total gold supply, there would
come to be an increase in the proportion of that supply used as money, or in the amount of

gold coin actually used in. circulation . "-T. N. Carver, Bulletin of the American Economic

Association, April, 1911, p . 64.

"Changes in the quantity of money are at once a cause and an effect of changes in
the general price level . "-Iladley, Economics, 197 .

To this argument the reply is made that high,prices cannot increaFe the supply of gold :

they tend rather to drive money away from localities where they prevail, and to discourage
mining, even though by encouraging trade they should increase the need for gold . "The

price level is normally the one absolutely passive element in the equation of eachange .

Fisher, Purchasing Power of Money, pp. 169-172 .

NOTE XIII . "The reader may ask whether, some change in the velocity of circulation
of money or in the value of trade will not necessarily occur as a direct consequence of the

increased quantity of money. The answer to this question is in the negative, but this answer
will be better understood after we have seen on what causes velocity of circulation and

volume of trade depend." Irving Fisher, Why is the Dollar Shrinking, 49 . Elsewhere (p . 93) .

Professor Fisher has, classified the causes affecting the velocities of circulation of money

and deposits as follows :-

L Habits of' the individual.
(a) As to hoarding. - ~
(b) As to book and credit loans.

(c) As to use of checks .

2. System of payments in the commum,ity.

(a) As to frequency of receipts and of disbursements .
(b) As to regularity of receipts and of disbursements .
(e) As to correspondence between receipts and disbursements .

-,,._
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3 . General causes.
(a) Density of population.
(b) Rapidity of transportation.

The larget the per capita trade of a community, the more rapid the turnover of money,
and presumably of deposits, which is simply what we should expect on general principles ;
for it merely means that the larger the scale of any business operation, the greater the
economy of the use of cash . . . From this conclusion the surprising result follows : that
though an increase of the world's volume of trade tends directly to reduce the general level
of prices ; nevertheless, if that increase is greater than the increase in the population so
that there is an actual per capita increase in the volume of trade, then this exerts, as an
indirect effect, a counter tendency to raise prices by increasing the velocity of circulation
of money and credit. The meagre statistics referred to may, it is true, not be typical ;
but, taking them as we find them, they indicate that a trebling in the per capita trade
causes a doubling in the velocities of circulation of money and credit. This strongly sug-
gests the conclusion that any effect' •on the price level from an increase in the volume of
trade, so far as it in an increase per capita, is more than half counteracted by the indirect
effect on the velocities of circulation. . . It cannot be shown, for instance, that (except
during transition periods) there is a tendency for an increase in the quantity of money to
decrease its velocity of circulation."-Irving Fisher, Why is the Dollar Shrinking, pp. 139-
141.

NoTE %IV.' Irving Fisher, Bulletin of the American Economic Association, April, 1911,
p. 37. Professor Fisher amplifies this contention as follows, ( Why is the Dollar Shrinking,
24) : "The truth is that so far from the general level of p rices depending on individual
prices, each individual price depends in part on the general level of • prides. Thus the price
of sugar is a ratio betweén sugar and money. Any one who buys sugar balances in his mind
the importance of the sugar to him as against the importance of the money which he has to
pay for it. In making this comparison the money stands in his mind for the other things
which it might buy if not spent for sugar. If this . general purchas;ng power of the dollar
is great, money will seem precious in his mind, and , he wi ll be more loath to part with a
given amount of it for sugar than if its purchasing power over other things is small ; that is
the greater the power of money to purchase things in general the less of it w ill be offered
for sugar in particular, and the lower the p rice of sugar will therefore become . In other
words, the lower the general price level, the lower will be the price of sugar. In sti ll other
words, the price of sugar must sympathize with prices in general. If they are high, it will
tend to be high, and if they are low, it wi ll tend to be low. . . Let us, then, once'for all ,
give up any thought of studying the prices in the price level singly, and, instead, consider
them in the mass. We shall see that it is a question of the flow of money and its substitutes,
and the flow of goods in return for them. "

Brace adds (Gold Production and Prices, 73) : ',' A commodity may have a price ten-
dency common to all commodities a rising from changes in the value of gold . And that
tendency may be smothered in some cases and magni fied in others according as it is affected
by various material and psychological influences . And there may be numerous tendencies
affecting commodities and groups of commodities, all working at the same time and all
having influence at different points in determining this complicated -thing we ca ll price . "

On thé other hand, Professor Bemmerer; a quantity theorist, objects to the il lustration
of a tide :" General prices are but a combination or composite photograph, as it were, of
individual prices . Professor Fisher's illustration of the ocean would be more ap posite if lie
called it a lake whose level was continually changing, and if he considered each particular
wave as extending to the bottom."-Bulletin of the American Economic Association, April,
1911, p. 53, .

Nicholson also says ( Money, etc., p. 350) that the price level is "but an expression for
the sum total of an infi nite series of particular prices."

It is interesting to add here the statement of Cairnes (Essays, p . 6), nearly half a
eentury old, on the situation which existed in England during the sixties . Cairnes's argu-
ment deals with the point of general changes in the p rice level : "But prices having ri s en.
to what is the rise to be attributed4 Here, too, as I have said, there is a divergence of
opinion. Amongst economists I think it is pretty well agreed that the advance is, at least
in a large measure, due to the effects of the gold discove ries. But, on the other hand, there
is, on the part of commercial writers, and in general of all who view the question from

the standpoint of practical business, a strong disposition to ignore, or altogether to deny
the in fluence of this cause on determining the results. The enhanced scale of wages aml
prices is not disputed, but it is referred to such causes as `the recent great development of
trade,"changes in supply and demand,' or `the, effect of strikes' ; and the facts seeming in
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each given instance to be traceable to one or more of such influences, the incident of an
increased abundance of gold is regarded as something superfluous and irrelevant, and which
need not be taken account of in seeking their explanation . Such a mode of argument, how-

ever, I do not hesitate to say, implies a fundamental misconception as to the nature of the pro-

blem to be solved. For to show that an advance of prices is connected with a development
of trade, with changes in supply and demand, or with the action of strikes, is not to prove

that it is not due to the gold discoveries . An increased supply of money does not, and cannot

act upon prices, or upon the value of the metal composing it, in any other way than by being

made the instrument of trade, by affecting demand and supply, or by furnishing employers
with the means and motives for advancing the wages of their workmen ; and, consequently,

however clearly the advance may be traceable in each given case to an occurrence of this

nature, the problem still lies open
; nothing has been done towards determining the question

whether the increased monetary supplies may not have been an indispensable condition to the

realization of the advance. . . . I venture to lay down broadly this proposition ; that, when

an advance in the price of any of the great staples of industry becomes definite (monopoly
apart), there are two, and only two, adequate explanations of the fact ; either the cost of

producing the article (understanding by cost, not the money out4ay, but the real difficulties
of production) has increased, or the cost of producing or obtaining money has diminshe d

No,Tz %V . The real price of money is not the market-price of goods, but the hire-
price paid to owneFs of money for the use of money. Now what do we mean by the owners
ofmoney! We have just said that the ordinary tradesman who receives money in payment
for goods is not rightly regarded as owner, but only as temporary occupier of the money .
But there are people who own money, using it as a permanent possession, and letting it .out to

others who only want a temporary use of it . These people are 'bankers, They are the only
people who are large owners of money, wffose business capital consists chiefly of money .

The real price of money is the price paid to these persons for the use of money . In other
words, it is the hire-price not the purchase-price that is the real `price of money .' The

distinctively financial use of `price of money' is the true use ." Hobson, Gold, Prices and

Wages, p. 153 .) He adds, however, (p. 155, footnote) that "part of the rise in hire-price,
rate of interest, may not unreasonably be considered a result of a continuous upward move-
ment of prices." Cf. also Helfferich Vas Geld.

To this Irving Fisher returns a flat denial : "The rate of interest is often called the

`price of money,' and it is inferred that the rate of interest depends upon the quantity of

money on the market. The .trade journals tell us that `money is easy' in Wall Street, mean-

ing that interest is low, or that it is easy to borrow money . Or we are told that `the money

market is tight,' meaning,that it is hard to borrow money . We often hear the argument

that the present jiigh cost of living cannot be due to any plentifulness of money, because
if money were really plentiful, it would be `cheap,' i.e ., the rate of interest would be low.

Probably the great majority of unthinking business men believe that interest is low when

money is plentiful and high when money is scarce . But this view is fallacious and does

not agree with the facts. . . . We must remember that interest is not only the price of

money, but also the price in money. . Thus the rate of interest is found in dividing, say, the

$5 paid per year by the $100 cash for which it paid . Both the numerator and the de-

notninator of this fraction are expressed in terms of money . Inflation ultimately works

equally on both sides. . . We shall find that the real importance of the quantity of money
lies, not in the so-called money market-the loan market-but in the general level of pricea .

Curiously enough, in the popular mind the exact opposite is commonly supposed . It is be-

lieved that money greatly affects the money market, but has .little or nothing to do with the

high cost of living. (Why is the Dollar Shrinking, 21 .)

And again : '

"The very abundance of gold available in the world has stimulated credit until thie
credit has outgrown its own basis and bankers begin to claim that they have not enough gold .

They ought rather to admit that credit has been over-stimulated . Credits are based on re-

serves, not reserves on credits. The trouble is really, not a deficiency of reserves, but an

excess of loans and deposits. It would be as foolish for us to try to make gold overtake

inflated credit as for a man to chase his own shadow. It will in the end make the inflation

all the worse to pour more gold from the mines into the banks . It will merely keep up the

vicious circle until broken by a crisis ." Irving Fisher in Cotton and Finance, February 15,

1914.

Taussig agrees : "This need of specie, or its equivalent, for the common transactions
of everyday life helps to explain 'an odd phenomenon, to which reference has already been
made; namely, the common cpmplaint of scarcity of money at the very times when total
Purchasing power is most abundant and prices are highest . If an expansion of deposits and

other credit devices has caused prices to go up, more of everyday money is called for at the
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banks ; for at the higher prices more of the smaller denominations is needed for the con-
venience of exchanges. Hence banks feel a drain for cash, _and they complain, and the
business community echoes the complaint that there is not money enough . The real difficulty
is that total purchasing power has increased, and that, therefore, there is oecaslon for more

use of every sirt of money ; while at the same time the bank re.eTLac on which the swollen
credit currency depends have become proportionately smallet sometimes even absolutely

smaller ."-Princtipies of Economics, I, p. 437 .

Layton : "It has frequently been argued that the low rate of interest, together with
the fact that the combined bullion reserves of the leading countries of the world increased,
are signs that there was no lack of gold, and that the fall of prices must be attributed to
other than monetary causes . But it is quite possible for capital as a whole to be so
abundant that the general rate of interest is very low, though there may be actually at the
same time a comparatively small supply of currency. Under such conditions profits are de-
pressed, but a large volume of business will probably be done at low prices ; and while the
abundance of capital continually adds to the productivity of industry, the absence of pur-
chasing power in consumers' hands means that producers compete with one another to se ll
their goods, lower their prices, and talk of the volume-of production being in excess of the

world's demand. Thus a low rate of interest is not necessarily incompatible with a relative

-~hortage of the precious metal . The test of the sufficiency or otherwise of the gold supply
is the relative levels of the bank rate of discount and the general rate of interest on loanable
capital over long periods. Both may be low, but if the former is consistently above the
latter it indicates a shortage of gold ."-Introdnction to the Study of Prices, p . 66 .

NOTE XVI. Even Marshall, who describes himself as holding "the old-fashioned opinion
that was expressed by Mill," says (Appendix to, Final Report of Gold and Silver Com+nission,
p. 2) : "I accept the common doctrine that prices generally rise, other things being equal,
in proportion to the volume of the metals which are used as currency . I think the -changes
in the other things which are taken as equal are very often, perhaps generally, more im-
portant than the changes in the volume of the precious metals . "

Similarly Laughlin (Principles of Money, p . 327) : "To be sure, it will be said that

the quantity of money as compared with the money work regulates prices, other things beting

equal ; but if the "other things" are so important that changes in the quantity of cireula-
tion on a marked scale are not followed by corresponding changes in the price level, then that
is equivalent to proving that the "other things" are of more influence than the quantity o f

money .' °
I

Similarly Giffen, (Essays on Finance, 2nd series, p. 102) : ,"Compared with sueh in-
fluences as good or bad harvest, wars, and the like, or the waste caused by indulgence in
alcohol or other extravagances, the changes in money, except those of the most extreme kind,
must be insignificant ." ,

Hobson (Gold, Prices and Wages, p. 149) says: °`There are two conditions under
which propositions so qualified may be admitted as useful and true for scientific or for
practical purposes. One is that the "other things" whose "equality" is assumed as
trifling in character, of the nature which is designated friction in mechanics, or "personal
equation" in the art of observation . The other is that the other things are either known to
be so contrary in disposition, or so nura*nns in independent origin, that there is a sound
presumption that they will cancel out . In either of these cases such a qualification may not

impair the validity of a law. But if the other things are important and do not tend to cancel
out, they may destroy the entire value of the proposition. Now this is actually the case

-with the "other things" bere treated as negligible. For among them are such things as the
expansion of banking facilities, the financial reconstruction of great industries so as to in .

crease the proportion of wealth available as security for credit, and a development of Pro-
fitable foreign investments on a scale of unprecedented magnitude and celerity . It is clearly

in these regions of commerce and finance that we have the chief explanation of the enor-
mous expansion of credit which has been upon the monetary side of the equation the prin-
cipal cause of rising prices. "

Brace (Gold Production and Prices, Chap. V) enumerates the "other things" admitted

by the gold theorists as important, as follows : comparative facility of production, i.e ., pro-

gress in civilization and industrial development ; the law of diminishing returns as applied to

gold minings ; population ; banking organization ; and other equally large and determinate

factors.

Among historians of prices, Mulhall, Schoenhof and Tooke and Newmareh are ex-
tremely critical of the method of accounting for price changes by currency variations

.

Though Mill more than anyone else stereotyped the doctrine, be added the warning that it
had become "the foundation of a greater mass of false theories, erroneous interpretations
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of facts than any other proposition relating to free interchange."-Principles, Book III,

Chap . VIII .
Irving Fisher's summing up in behalf of the equation of exchange is as follows (Pur-

chasing Power of Money, p. . 296-7) : "If any one has ever really imagined that the price

level depends solely on the quantity of money, he should certainly be corrected
. But the

really important matter is that students of economics should appreciate the existence of a
laie of direct proportion between quantity of money and price level-a law as real, as im-
portant, and as fundamental in the economic theory of money, as Boyle 's law of direct pro-
portion between density and pressure is real, is important, and is fundamental in the physical

theory of gases ." And again (page 320) : "Only those who fail to grasp the signifi-

cance of what a scientific law really is can fail to see the significance and importance of

the quantitative law of money
. A scientific law is not a formulation of statistics or of

history. It is a formulation of what holds true under given conditions
. Statistics and history

can be used to illustrate and verify laws only by making suitable allowances for changed

conditions. "

Kemmerer (Money, etc., 10) says : "Take for example the theory of projectiles in phy-

sics. A common procedure is, first to describe the path of a body projected with a given
force into a perfect vacuum, then of one projected with the same force into an atmosphere
absolutely uniform throughout, then into an atmosphere varying in density at a perfectly
uniform rate, and finally, into- atmospheres of the kinds actually realizable

. Now the first

three conditions, as everyone knows, can never be perïectly realized, and yet the physical
theory of projectiles has obtained an almost absolute dpgree of accuracy.

NOTE XVII. Thus Irving Fisher (American Economic Beroiew, Sept ., 1912) :'`The

genéral level of prices in the world is determined by the other five magnitudes whieh are

joined with it in `the equation of exchange
.' No other considerations whatever are relevant

-trusts, tariffs, trade unions, shorter hours, limitation of- utput of labour, exhaustion of
the soil, concentration of 'population in cities, middlemen, advertising, over-capitalization,
restrictive legislation, cold storage, pure food legislation, sanitary legislation, food adultera-
tion, the `individual package,' extravagance, world armaments, wars, old-age pensions, unem-

ployment, etc.,-except so far as these factors affect one or more of the five factors in the

equation of exchange which alone can act on the general level of prices
. All the causes above

enumerated and many more may, of coursç, affect the price
.level by affecting these five

factors, but not otherwise. "

And again : "The proper mode of conceiving these other influences is to regard them

as influencing prices, not directly, but indirectly by inflnencing one or more of the five
factors (M, M', V, V', and T) on which, and on which alone, the price level (P) directly

depends. Of these anterior or indirect influences on the price level the most important seem

to be : first, the increase in the vvorld's gold production, to which is chiefly due the increase

in 1\i noted ; second, the concentration of population in cities, which has increased V' ; t>l .rd,

the increase in banking facilities which has increased M'
. Doubtless numerous other faetors

exist less important than the three mentioned." -

This would seem to imply that the means of mitigating the effects on prices of such
agencies is through the currency, though Professor Fisher would not forego direct remedies .

See Note B to chapter IV of this section. -

Nova XVIII . Laughlin (Bulletin of the dmeriean Economic Association, April,

1911) places the emphasis as follows : The effects of tariffs and taxation, unionism and
higher wages, and changing agricultural conditions in increasing expenses of production in

all industries are so patent as to require no enlargement . . . . The whole raison dYtre of

monopolistic combinations is to control prices, and prevent active competition
. As every

economist knows, in the conditions under which many industries are to-day organized, ex-
penses of production have no direct relation to prices . . . . Furthermore, we must face the

fact of increasing riches not only in this country, but all over the world . New wealth makes

a liberal spender. The retail dealer finding his expenses increasing tries the experiment

of charging his richer customers an increasing price . The newly rich pay and do not feel

it. But what can the poorer unorganized buyer do-wben retail prices are raised4 . , . . Thus

we have reached a point where we have to pay almost whatever' anyone asks . Organized

buyers are the only offset to organized sellers. Moreover, rising prices due to high expenFes
of production, or to combinations of sellers, present a paradise for speculation . A" move-

ment upward based on facts can be easily converted into a,further rise based only on Fpecu-

lative manipulation. A rise of prices which brings large profits to a combination, thus direct-

1y affects earnings and gives especial opportunity to speculation in the securities of in lns-
trials. . ,While the presence of gold serves as a fund of lawful monev in reserves . the

8pread of speculation has gone on seemingly unaffected by the new supplies of gold . That

T
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is, speculative conditions may arise and disappear antecedent to and seemingly independent
of the gold supplies."

Noz$ %I%. Even Mr. Hobson and Sir George Paish regard the present rise as due first

to "money" expansion. The important increase in the, money supply, however, they be-
lieve, has been on the credit side, this in turn being due to rapid industrial development,
enabling an increaged proportion of property to figure as security, together with an exten-
sion of banking and financial apparatus,-at the same time that production has been falling
off : "We then get the following order of events : A concurrence of a rapid development of
the system for supplying credit on hire, with a similarly rapid development of opportunities
for making profitable use of credit (i .e ., an expansion of supply and demand for credit),
has brought into the world markets an enormous volume of credit. The demand for this
credit has kept full pace with the supply, tending to exceed it, so that the hire-price has

ri-sen. The actual increase of money mainly consists of an expanding volume of credit, based
primarily upon goods and hired out to busiriess men . It is this volume of hired money that
accounts for the acceleration of the supply of money which in the various markets confronts
the retarded supply of goods, and so, in accordance with the only view of the quantity
theory that has any meaning, automatically raises prices. "-J. A. Hobson, Godd, Prices and

Wages, p . 159.

Newmarch, himself an opponent of the gold theory, says (VI, p. 215-6) : "A simili-

tude employed by Adam Smith will assist us in this difficulty. He compares the function
of money to the function of a highway. A highway facilitates and encourages traffic ;

and the broader, smoother, and longer it . is, the greater its efficacy as an instrument or
machine conducive to production. And in this similitude we seem to find the true answer to
the problem. An inadequate stock of money produces evils very similar in their nature to
the inipediments, the accidents, thé disappointments, and the suffering, material and moral,
occasioned by the pressure of a large and swelling traffic within the limits of a narrow,
irregular and unsound road . And still greater are the evils, when the road is not only inade-
quate in width, but insufficient in length ; when it is not only incapable of bearing all the
traffic, but also incapable of carrying it more than half way to its destination . To increase,
therefore, the stock of money is almost the same thing as to impart to production the im-
pulse which would be communicated by the conversion of a common turnpike into a railway ;

or by extending across Chat Moss a highway which formerly ran no further than the margin
of the bog. And to increase the stock of money year by year is very much, the same thing

as to .construct, year by year, a new and additional network of railways . `

Nova %% . " A fuller, larger and more certain body of fâcts is the first iequisite . . .•
The accélerating pace of internationalism, through trade, investments and migration of labour,
is a factor of baffling significance . Statesmen and economists alike have been glow to recog-
nize that the increasing domination of world markets for goods, capital, and labour is rapidly
encroaching ûpon the efficacy of purely national policies in all matters of vital economic and
social import. The determination of prices, and through prices of the material conditions
of work and life, is more and more passing beyond the control of local or national group-
ings . At present they are drifting into a more and more fortuitous condition, as regards
most . trade and most people. This tendency will bring increasing uncertainty and anxiety
into the lives of men unless some organized endeavour to understand and to control tbese
world-movements is set on foot. Hobson, Gold, Prices and Wages, pp . 137-8. See also Note
on Proposed International Conference on Cost of Living, Section (2), Chapter V .



COST OF LIVING 775

CHAPTER II .-HISTORICAL SKETCH OF PRICES .

The discovery of America is usually taken as the starting point of definite
information as to the metals of the currency, with which in the earlier centuries
the history of prices is closely bound up. In the case of prices in England, the

histories of Arthur Young, Anderson and MacPherson, Tooke and Newmarch
(the latter âccôrding to Nicholson "the most laborious and judicial work'on the
historical side of Political Economy ever written"), and Thorold Rogers enable
changes to be traced continuously and with accuracy from about the middle of
the thirteenth century.*

For many centuries previous to that era there had been little or no change
in the general low level which prevailed, and for a hundred years thereafter
(1250-1350) the same steadiness was continued . (See Note A, Mediaeval and

Ancient Prices .) The first great change came with the ravages of the Black
Death (1349, 1361-2 and 1368-9), which, by the sheer havoc it created in the'
ranks of the labourers, caused wages to advance rapidly and materially (50 per
cent) .} Prices followedsomewhat slowly for fifty years, thereafter remaining on
the whole steady for about a century and a half (1400-1540) . They had

reached, however, during that period, a . level distinctly higher than that which

had been characteristic throughout the middle ages .

The American Silver Discoveries, 1540-1640 .-The rise caused by the 'Black

Death, notable and permanent as it was, was entirely eclipsed two centuries later
by that which followed the discovery of the stores and mines of the precious
metals in the New World . Within the space of forty years (1540-1585) prices

showed the enormous gain of 150 per cent ., while wages advanced by 60 per cent .

The debasement of the currency by Henry VIII . confuses the record, and
generally imparts an element of uncertainty as to the duration and extent of the
rise.§ In the opinion of Adam Smith• and of Newmarch, the advance in England
was not noticeable until 1570, but was very rapid after it began . When its first

violence was spent, the upward tendency continued somewhat more slowly until
about 1640, when it all but ceased, having in the hundred years sent up the'
general level of prices by approximately three and one-half times .

*Newmarch ( History of Prices, Vol. VI, app . ii) distinguishes thus between different periods in the

records of English prices :-(1) from 1401 to 1580, when there were only "Casual Quotations" by

historians and other writers, such as Eden in England . ( 2) from 1581 to 1770, when there are "several

independent series of Annual Quotations," e .g., the Eton Tables used by Adam Smith. (3) From 1771

to the "present time" ( 1857) when there are "Offi cial Seri es of Annual Average Prices, obtained under

Legislative Authority," e.g ., the of ficial averages in England obtained under the Corn Acts.

t"The most striking example of a great improvement in the condition of the labouring classes in

English Economic History is found immediately after the occurrence of the Black Death" -J. S. Nicholson,

P'Rneiyiea . I, p. 841 .

4Newmarch VI, pp. 870-8 . Rogers has described the debasement of the currency under the Tudors as

one of the principal causes of the subsequent degradation of labour over a long period . See Macaulay's

graphic account ( Chap . XXI) of the sufferings of the labouring classes before the recoinage of 1695 . For

a concise review of coinages in England see Nicholson, P rinciplet, III, pp . 400-2, 405 .,

rR+rn... ., , •
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The following prices illustrative of the effects of the American discoveries
are from Thorold Rogers (Vol . V, Chap. ggVI) : I

1b41-1582

Wheat . . . . . . . . . L~ . . . . . . .. . . . . . : . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Barley . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . .
Oats . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Beef . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Sheep . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ... . . . . . . . . . . .
Salt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Candles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Iron . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

13s . 10~d

5 ~y
1 7
6 4
10 10?4
2 7ji
26 2 4

1583-164 2

a6.. Id .
198 . 9%
12 5
2 5~4
13 10
14 6
4 2%

33 Ily4

Riss.

2,6084 .
2,'i53S .
2 ,2748 .
1,5526 .
2,1842 .
1,3308 .
1,6111 .
1,2893 .

A further table, constructed by Rogers, to illustrate the increases which
took place in the sixteenth century is as follows :-

RATIO RATIO (TO UNIT T) OF RISE OF PRICE SHOWN BY COMPARISON OF 1541-82 WITH 1401-1540 .

I .-Livie stock and poultry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1I .--Grain of all kinds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . .
.
. .. . . . . . . . . . . .

III.-Farm produce and salt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

IV.-Labour, mechanical and agricultural . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

V.-Fish . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .". . . . . . . . . . . . . . .
VI.-Fuel . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
VII.-Building, material and nails . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .f . . . . . . . . . . . . . . . . . . . . . . ., . -
l'IIl~bfetals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

IX.-Linen . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

X.-Clothing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

XI.-Paper and parehment . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .--
XII -Foreign produce , Westera . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .•. . . . . . .

f . . . . . . . . . . . . . . . . . . . .SIIL- Indian. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

2 .62
2 .40
2 .53
1 .60
1 .62
1 .71
1 .71
1 .88
2 .08

2 .12
1 .50
2 .03
1 .88

It is generally conceded that the great rise of the 16th century was due
to the new silver from America.* Statistics are scarce, but, on the other
hand, cause and effect are not overlaid by the mass of phenomena that must
be taken into account in a modern investigation . Silver was then the chief
medium of exchange, and the business of the world was transacted in specie
to a degree and in a manner that has long since been abandoned. The egisting
stock of the precious metals was small, and the accretion to that stock was at
once enormous and rapid. Silver and capital were synonyms. Further evi-
dence of the connection lies in the fact that the rise in prices was very notice-
able in Spain, where the new metals first appeared, extending afterwards to
the Netherlands, and gradually throughout Europe, as the silver became dis-
tributed. t •

*"The discovery of the abundant mines of America reduced, in he sixteenth century, the value Of
gold and silver about a third of what it had been before. . . The discovery seems to have been the cause
of this diminution in the value of silver in proportion to that of corn . It is accounted for, accordinslp,
in the same manner by everybody ; and there has never been any dispute either about the fact or about
the cause of it." Adam Smith.

tSee Cliffe Leslie, Essays in Poiifical Economy, No. XIX, London, 1864 . See also L. L . Price,

Money and its Relation to Prices, p . 86 . Newmarch's summing up (VI, 413) is very intereW.ing : "The

impulse imparted, in the Sixteenth Century, to Trade, to Discovery, Enterprise, and Production, and iM'
parted, in some considerable degree, by the discoveries of the American Mines, was so powerful and rapid .

that the Increased Demand for Gold and Si :ver so far counteracted the effect of the Increased Snpplies,
that, at the culminatng date of 1640, Prices had risen only 200 Per Cent ; whilst the then Total ExistmB
Stock of Gold and Silver had increased 600 Per Cent. As an inference drawn from the records of the
time, we have the fullest warrant for concluding that any partial inconvenience that might ensue from
the effect of the American Supplies of the Sixteenth Century in raising prices, was compensated an d

Fen'repaid a hundredfold by the activity, expansion and vigour which they impressed, for more than on e

erstion, .upon every Enterprise, and every Art which dignifies human life or increases human happiness•"
An account of wages and prices and of the general condition of the labouring classes in the sixteenth
century is to be found in the opening chapter of Fronde 's History.

•
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The Seventeenth and. Eigliteenth Centuries, 1640-1810.-Thé remaining
sixty years of the 17th century were characterized by steady prices and

gradually mounting wages . Similarly, . during the first three-quarters of the
18th century, the changes in the price level were unimportant, though the
general tendency was slightly upward both for prices and wages . About the
time of the American Revolution, however, this tendency suddenly gathered
momentum, and with the appearance of Napoleon a very rapid rise set in .

In the space of twenty years prices doubled, while, if one compares the first
decade of the 19th century with the first half of the 18th, prices had increased
by two and one-half times and wages had doubled .

Young's summary table of prices and wages (reprinted from the article
on Prices in Palgrave's Dictionary of Political Eco nomy), which was prepared'ia
1912, and the accompanying chart (reproduced from Laughlin's Principles of
Money), based on an inquiry by Sir George Shuckburgh, a fellow of the Royal
Society, in 1796, will be interesting at this point.

I
PRICES AND WAGES IN ENGLAND . 1200-1810.

COMPARATIVE STATEMENT FRAMED BY ARTHUR YOUNG, IN 1812 .

Period .

1200-99 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1300-99 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1400-99 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1500-99 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1600-99 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1700-99 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1701-66 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1767-89 . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . .
1790-1803 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1804-1810 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1767-1800 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

FooD . ,

Wheat .

6%4
3
6
9 Y4
9Y,

7j
1 1
13
20

12

Barley
Oats .

4 a/4
5
2%

4%

8Y4

11Y4

7V4
-i l

16Y4
2 0

11 %

Beef,
Veal ,

Butter,
and

Chees e

754
11/
16jj
20

Mutton
Pork,
and

Bacon.

WAGES.

Agricul-
tura l

Labour

CarQentere
and

Masons

3% ~
4 i4
5M
5%
8

12~j

10
12~5
16%
20

14

20

Shuckburgh's chart is based on several articles of agricultural produce and
wages. It shows an excessive rise between 1550 and 1795, and has been severely
criticised by Hallam and other writers. (Newmarch, VI., 386) . Young's table, •

it will be seen, shows no such rapid advance .
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D'Avenel's investigations in France show a rise of 200 per cent, between

1500 and 16,75. His table (quoted in the Dictionary of Politicicl Economy)

follows :-

PRICES IN FRANCE, 1200=1800 .

PESIOD .

1201-1250 . . . . . . . . . . . . . . . . . . . . . ._ . . . . . . . . . . . .

1251-13 50 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . .1351-137 5 . . . . . . . . . . . . . . . . . . . . . . . . .
1376-1525 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1526-1575 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1576-1650 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1651-1700 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1701-1750 . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . " . . . . .

1751-1790 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Wheat .

Francs
per

hectolitre .

3 .96

6.89

9.00

4.79
9 .50

17 .75

14 .75

12 .90

13 .91

Agricultural
Labour Day

wages .

Francs .

0 .65
0 .67
0 .90
0.64
0 .72
0 .76
0.80
0.69
0 .76

Carpenter

Day

wages

Francs.

. . . . . . . . . .

0 .92

1 .17

0 .97

1 .07
1 .17
1 .10
0 .98
1 .02

Equivalent
of Day's
wages of

Agricultural
Labourer.

In
]Kilogrammes

of beef.

1 .78
2 .19
3 .33
3 .04
2 .60
1 .53
1 .83
1 .70
1 .4 4

The general stability of prices during the 125 years which followed the
absorbtion of the American glut of the sixteenth century existed side by side

with a gradual, though considerable, increase in the supply of the precious metals.

But commerce had meanwhile' grown tremendously . The trade of Europe with

the East (the opening of which Adam Smith regards as almost equal in import-
ance economically to the discovery of America) had begun . Production

flourished, notwithstanding the devastating wars of Louis gIV
.f The Bank of

England had come into existence . But the inflated prices of the close of the

Eighteenth Century and of the era of Napoleon would plainly owe a good deal
to the universal disturbance and destruction of property.* Gold production, it is

true, had fallen off, though the suspension of specie payments was an influence

on the other side . The interpretation of this period is particularlÿ controversial .

Especially is this true as to the effect of the inconvertible paper currency
under which English business was conducted until 1820 . (See Note B, Tooke &

Newmarch on Prices prior to 1814) .

An interesting light on economic conditions, in Upper and Western Canada
during the opening decade of the 19th century is thrown by Bulletin No. 12 of

the Departments of History and Economics in Queen's University, Life of the

Settler in Western Canada Before the War of 1812, by Adam Shortt . Wheat,

furs and potash were then the only exports. Current prices were :-

Domestic Produce.-Hay, per hundred pounds, 87 1A to 50 cents ; oats, per bushel, 37% ce nts ;

timothy seed, per bushel, $1 .25 ; wheat, per bushel, 75 cents to $1 .25 ; flour, per barrel, $4.00 during

most of the period, occasionally $5 ; buckwheat, per bushel, 37% to 62% cents ; flax seed, per bushel, 75

to 87 % cents ; whiskey, per gallon, $1 .00 ; potatoes, per bushel, 50 cents ; lake salmon, 20 to 25 cents .

each; salt salmon, $10 per barrel ; hickory nuts, per bushel, $1 .50 ; herring, per half•barrel, $2.25 ; corn,

per bushel, standard price 50 cents, occasiona lly 65 to 75 cents ; beef, per pound, 4 to 5 cents ; fresh

tTooke lays emphasis on this . (History Of Pricea, vol. I. )

'British foreign trade nevertheless prospered exceedingly, imports rising from 19% millions in 1792
to 30 millions in 1809 and 32% millions in the last year of the war (or 66 per cent

. from the beginning

to the end of the war) while exports doubled and shipping grew by 2 % timea. Tooke, however, points out

(Vol . 1, p . 107) that the rate of increase was as rapid during the peace preceding 1793 as during

the succeeding war.
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pork, per pound, 5 % to 7 cents ; pickled pork, 8 to 10 cents ; mutton, 8 to 10 cents ; fowl, 12% cents

each ; cows, $16 .25 to $17.50 ; young hogs, $1 .25.

Coopered Artidea Made in the Settiement.-Churn, $1 .25 ; pail, 50 cents ; flour barrels, 40 cents each ;

meat tub, $1 .00 ; pork barrels, 62% to 87 cents.

Imported Articlea.-Salt, per barrel, $2 . to $3 .50 ; per pound, 3 % cents ; scythes, for mowing, $2 ;
bar-iron, per pound, 12% cents ; bar-steel, per pound, 37 % cents ; nails, per pound, 20 to 30 cents ; to,

bacco, per pound, according to quality, 18 1A to 25 cents ; hats, $4 to $5 .50 ; upper leather, per side, $4 to

$5 .50 ; a pair of uppers"for shoes, 62%' cents ; glass, per pane, 6 in . â 8 AL ., 15'to 18 cents ; sugar, 15

cents per pound ; tea, per pound, $1 to $1.12% cents ; iron, for pitchfork, 18 % cents ; chairs, 87 % cents ;

spinning-wheels, $5 .

WaDed•-These varied greatly, but the following are actual payments : A man, a boy and a pair
of oxen, 1 day, $1 .00 ; a man working one day in the harvest, 75 cents to $1 .00 ; a boy for the same, 60

to 62 % cents ; oxen, per day, without driver, 37 % cents ; for spinning three pounds of yarn, 32 cents ;

for spinning 5 pounds of flax, 62 % cents ; making shoeg for a woman, $1 .75. *

The Modern Period.-With the resumption of payments in gold by the Bank
of England in 1820, we may be said to emerge into the modern commercial and
financial atmosphere . Statistically, also, we are on surer ground, being within
the purview of the modern index number . The three great price movements
which ensued, and which are particularly important as the precursors of the
present rise, may accordingly be analysed in the terms of more or less familiar
conditions . These movements were : (1) a fall until 1849, remarkable both for
duration and extent, leaving . prices at the end not more than two-fifths of what
they were at the beginning ; (2) a violent change in the opposite direction in
1850, continuing in effect until 1872, and (3) a fall again in 1873, which was
prolonged until 1896 (i .e ., over the space of nearly a quarter of a century), and
which brought prices lower than they had been in over one hundred years . With

1897 began that upward movement continuing until 1913, which constitutes the
subject of thT present inquir~, .

In order to show the effect of these movements clearly a diagram is presented
herewith based on the index numbers of Jevons and Sauerbeck, as combined b y

the U. K. Board of Trade, these being the most authoritative investigators of
prices over the period in question whose results lend themselves to transcription
in this way. (See Note C for index numbers of Jevons and Sauetbeek) . The
diagram, it will be seen, contains references to contemporary events likely to
influence the price-curve . It also illustrates the gold supply, not by the usual
means of a curve of annual production, as on p . (which is more or less mis-
leading, as explained page 57), but by contrasting production during certain
crucial price-periods with total previous production, all of which, minus non-
Ynonetary consumption, continues in existence, and is, therefore, a factor in the
monetary situation.§ _ ,

*The November, 1913, Bulletin of the New York Public Library contains a reprint of a letter written
in August, 1816, by one John Ford, a British immigrant newly landed in New York, to his father and

mother in England. Wages of machinists in New York, he states, ranged from $1 .25. to $2 .00 per day ;

tea was $1 .50 a lb., and sugar 18 cents per lb . ; beef was only 6 to 10 cents per lb ., but bread was 26

cents per quarter loaf ; vegetables were higher than at home, and milk double the price ; cloth was about

as cheap as in Scotland, but the making was more than double . John Ford himself was earning $7.50

a week "clerking in a shop," and for his bed, board andwashing was paying $4 .50.

For statistics of the growth of gold stocks see page 808.
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THE COURSE OF PRICES IN ENGLAND
.DURING THE NINETEENTH CENTURY

AND AFTER .
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1820-1849.-The fall which took place during this period has beén attri-
buted to decreased stocks of gold' and silver resulting from the revolutionary
wars of South America, losses which were only partially offset by the discovery
of gold in Siberia during the 'thirties.# The relapse from paper currency is
plact;3 in the same category of influences, though the extent to which paper
liberates metal has always been a subject of dispute, and never more so than
during the Napoleonic era. On the other hand, it has been emphasized that a
marked increase in general production and trade took place following the
rFstoration of peace and with the full realization 'of thè great industrial revolu-
tion and the opening of the new world to enterprise. Banking and er-dit
organization developed as never before . "Cosmopolitan finance" was born.
Still more important from the prices standpoint is the fact that we now encoun-
ter those periods of boom and depression in trade, "crisis cycles," which have
become so characteristic of the modern commercial and financial system, and
which have rendered it so difficult to distinguish between temporary inflations
and permanent changes in the price level .t What has been called the first
of these was the panic of 1793 . During the period under reveiw similar crises
ocLurred in 1825, 1836, 1839 and 1841 . (See Note D.-Crises Prior t(? 1850 .)
Throughout it was a time of terrible hardship for the poor, for bread was
high and wages were stationary or falling . The decline of prices between 1820
and 1849 ("this great European calamity" Sismondi called it) appeared to
threaten permanently the very existence of prosperity . §

1850-1872.-Prices went up very rapidly for the first six years of this period,
remained steady for about fifteen years, then rose again. The new gold of
Australia and California was the widely admitted cause of the first rise ; com-
mercial and financial boom of the second .

The features of the opening years was the magnitude of the new supplies
and the suddenness with which they were unloaded on the currency (contrasting
with the gradual way in which gold production since 1890 has increased) .
Briefly stated,t Australia and California together yielded about £148 millions i n

*Jacob estimated that the stock of coin in Europe and America in 1810 was 380 millions, but that
this had declined by 1829 to 313 millions. In other words the quantity of metals consumed in the arts
and otherwise was larger than the contemporaneous product of the mines . Newmarch, however, regards
this as an underestimate, preferring Humboldt's fi gures as corrected by Danson. On this basis the world
stock of gold increaeed from 354 millions sterling in 1803 to 560 millions in 1848, or 58 per cent, while
silver stocka increased from 638 millions to 800, or 25 per cent . in the same period . 'That is to say, the
extensions in the requirements for gold and silver during the forty-five years 1803-1848 had been eufA-
eiently rapid to absorb a total addition of 206 millions to the quantity of go :d ; and a total addition of 162
millions to the quantity of silver." (V(tl. VI, p. 142 . )

tNote Jevon's elaborate precautions in the comp ilation of his index number to offset the effec!s of
these in order to estimate truly the influence of the gold supply . Irving Fisher's treatment of "transition
perioda" is in the same spirit. _

gTooke's summary of causes operating on prices during the years 1814-1837 follows ( ab ridged from
Vol. II, pp. 348-9) :

1 . A succession of more favourable seasons .
2. The removal of obstacles from the several sources of foreign supply ; a great extension of some of

them ;, and the discovery of new ones .
3 . A great reduction of the charges of impo rt ation, by the~low freights and insurances incidental to a

state of pence ; and the improved, and cheaper, and more rapid internal communications.
4. A riae of the foreign exchanges, in consequence of the cessation of the great foreign war erpendi-

tare, and the consequent reduction of the cost of all imported commodities.
5. Improvements in machinery, in chemistry, And in the arts and sciences generally, all tending to

reduce the cost of production of numerous a rticles, or to provide cheaper substitutes.
6. A reduction of the general rate of interest, and a more extensive app lication of individual aceu-

mnlations to reproduction at a diminished cost .
Tooke opposes the view that decreased production of bullion was responsible for the fall in prises

du ri ng this period, quoting M'Ca ll och to the effect that "there is not, without any exception whatever, a
single commodity that has fallen in price since 1814, the fall of which may not be satisfactorily accounted

for without reference to the supply of gold and silver."

;see Newmarch, History of Pri cea, Vol . VI, p. 145 .,

❑
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few years following the discoveries were :
Average coinages in England, France and the United States during the

1855••• .• .•• .•• . .• . . . . . . . . . .
. 4.6

1856 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1853• . .•• •• . .•• .••• . . •• .• . 4 .4
1854 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 . 5

1852 . . . . . . . . . . . . . . . . . . .. 4. 5

1850 . . . . . . . . . . . . . . . . . . . . . . . .•
.• 2 .4

1851 . . . . . . . . . . . . . . . . . . . . . . . .
.• .•• . . . . . . . . . . . . .•• . 4 . 6

1849• .• .• . . .• . . . . .•• .• . . .••••
. . . . . . . . . . . . . . . . . . . . . 1 . 6

additions per cent were as follows :t

. .•• . . . . . . . .• . . • . 1 . 0

new gold in the first nine years, which supplies from other sources brought up

to about £174 millions. The existing stock in 1848 was £560 millions,§ so that

the accretion by 1856 amounted to about 31 per cent
. From year to year the

(TrPat Britain. France. United States.

perienees of the 16th Century, w e n

doubled in five years while discounts fell precipitously .T rade nn m
r of the

Little wonder that a
.- h they saw the Bank of England reserves

1 was felt by economists,, drawing on the ea-

1855• . .• . . •• . . . . . . , 1

1856 . . . . . . . . . . . . . 6,002,000 20,334,000 6,000,000
1854. . . . . . . . . . , ,

' 9 008 000 16 417,000 8,233,000
1853 . . . . . . . . . . . . . .

4152
7
000 20 480,000 10,420,000

1852• . . . .• . . . . .• • . , , ,
11952 000 13 200,000 11,043,000

1851 . . . . . . . . . . . . .
8

Y
742

7
000 1040, 040,000 11, 370, 00 0

1850• . . . . . . . .
44002 000 9 600,000 12,523,000

1849 . . . . . . . . . . . . . -• , ~
1492

,
000 4 600,000 6,400,000

1848 . . . • • • • ' ' ' 9'178'000 1
7
080,000 1,800,000£ 2 452 000 £ 1600,000 3:755,uvu

for goods. Speculation was rife• All t Is c

the new demands trom tine gulu u~~ua •-•- -~-- __ . .

gold diggers. The Crimean War and the Indian Mutiny added to the demand
h u1minated in the panic of 1857 . $

§Newmarch. Others place this total considerably lower.

' tNewmarch, Vol. VI, p. 235 .

'Newmarch's estimation of absorption, 1848•56, (Vol . VI, p . 157) is as follows:

Of France .• . . . . . . . . . . • . . . . . . . . . . . . .

. .• . . . . . . . . . . . . 50 ,
.

' Of United 8tates •• . . . . . . . . . . . . . . . .• . . . _

130 "

Addition to Oold Circulation .- , 2 0 Mills .

Of United gingdom . . . . • . • . . . . . . . . . . . . . . . .
. 60 "

N,ew Supplies of (3old, 1848-56 . . . .

10 "

Of Australian Colonies • , • • • • • • • • • • ' ' • • ' ' ' ' . .- . . . . . . , , , , 10

Of .
.

. .• . . . • .
.California . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10

Of Turkey ; and East of Europe • • • • • • • • • • ' " ; • . . 10

Of Brazil, Egypt, and Portugal

174 Mlns.

. 170 Mina.

4 -

Leaving unaccounted for . . . . . . . . . . . .

#"The immediate causes of the'co
:lapse of unsound specnlation (in 1857) were the strain imposed

by the Crimean War, the exportation of the precious metals to the East for investment in railways and
. Th consequen

t gold was o
fPayment

suspension of the dBankdA c
a
tfiandcalriset 1n~the Bank"-J . toe10 per ce t drain S .

me
t an by adverse

Niebolson, Prineiple+, II, 212. - ,

RI.
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which, however, only checked and did not reverse the movement of prices .
(See Note E, on the Effect of the Australian and Californian Discoveries . )

Prices in Canada, 1848S1858 .-It is interesting to note that Canada during
these eventful years was drawn strongly in the wake of world-wide conditions.
On many other grounds, moreover, the resemblance between the general economic
situation in the united provinces during the `fifties and that which has prevailed
in the Dominion during the past decade is so close as to be extraordinary .§ In
order to illustrate this more fully the accompanying table of prices during the
eleven years 1848-1858 has been compiled . Reducing the prices to an index num-
ber (by making pricPs in 1852 equal 100) the following result is shown :

1848- 94

1849- 95

1850- 86

1851- 94
1852 - 100

1853-131

1854 - 158

1855 - 187

1856 - 167

1857 - 167

1858 -124

By comparing these numbers with the Jevons and Sauerbeck numbers for
England quoted on pp. 42 and 43, it would appear that the price-rise in Canada
during the `fifties, just as in Canada during the past decade, was more pro-
nounced than in Great Britain. On examining the circumstances connected with
the rise during the `fifties, their general similarity with recent conditions is still
more significant . There was the same' "take-off " in the price-rise from a period
of extreme depression, the year 1849, being one not only of stagnant business
but of political unrest as well. Then, as recently, the basis, of the new-found
activity was in the opening up of new areas _tô settlement and development .
In railway building no less than $100,000,000 were spent in Canada between 1849
and 1859 (an amount estimated to be equal per capita to that so spent since
1900), the new systems including the Great Western, the Northern, and the
Grand Trunk, while $11,500,000 were spent on canals . There was relatively the
same inflation of government and municipal borrowings . There followed an im-
mediate increase in- employment, immigration, wages, prices, imports and general
mercantile and manufacturing development. Then, as recently, the chief price
advances occurred in native products (bread, meat, poultry, vegetables, fruit,
dairy products, domestic service) in the local supply of, which a pronounced
falling off developed, butter and eggs being imported in large quantities
from the United States. Wheat touched $2.50. a bushel. Railway building in-
duced a real estate boom of enormous proportions, and a rapid growth of the cities
at the expense of the rural population . Labour unrest was widespread, the en-
hanced cost of living being the claim on which increases in wages were con-
tinually being demanded . Then, too, as recently, the middléman was charged
with causing the rise, and his reply was the same-that producers' costs and
the expensiveness of doing business made the prices he was charging necessary .
The check came in the form of a financial stringency and set-back, the effects o f

g8ee a paper by Dr. Adam Shortt read before the Royal Society of Canada, May 26, 1914 .
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which were many years in disappearing.* Not until the 'nineties was the con-
fidence of British capital restored in Canada as a field for investment . The
parallel, however, between the two periods does not hold beyond a certain point .

'The 'inflation of the `fifties occurred at a time when industries were on a small
scale and their policies intensely individualistic,'and when financial and com-
mercial organization were all but non-existent . The general structure of business
is to-day on a much more stable basis, financial organization being not only gen-
eral within the country, but being international as well . t

As already stated, a period of steadiness succeeded the rapid Tise of 1850-56 .
There was a crisis in 1866.§ Later on, however, the cumulative effects of the
American, Megican, Austrian, Danish, Italian and Franco-Prussian conflicts
threw their influences into the scale for higher prices, notwithstanding the impor-
tant acceleration in production which had taken place. Profits were estraordinar-
ily high, though wages rose continuously and rapidly throughout the period, so
that there was little suffering involved for the great consuming public, especially
as tood prices felt the rise least . The "extravagance of the age" was a subject of
frequent comment.$ The period concluded with a final outburst of speculation
ending in 1572.**

-The period between 1852 and 1857 was a time not only of great economic expansion, but also of
great economic change. The development had been overdiscounted by sanguine Canadians, and hence
values collapsed when the crisis arrived. Of the long depression that followed, a leading cause must be
sought in the slowness and difficulty of the adjustment to new conditions brought about by the introduc-
tion of railways, extension of public works, roads and bridges, shifting of the routes of commerce and
alterations in the chief industrial pursuits of important districts . The statement may be made with
especial force of Upper Canada, or Canada West, Where the real estate excitement had been higher and
the increase_of railways greater ."-Breckenridge, The Canadian Banking System, 165-6 .

"The years of 1852-57 will ever be remembered as those of fi nancial plenty and the safurnalia of
nearly all classes connected with railways ."-T. C . Keefer, Eighty Yearr' Progress of British North
America, 221 .

tA striking i llustration is the manner in which Engli sh finance came to the help of American during
the crisis of 1907 . A more recent example is the rapid lowering of the Bank rate in England on the
outbreak of war with Germany in August, 1914 . On July 31 the rate went up from 4 to 8 per cent and
on August 1 to 10 per cent. Six days later it fell to 6 per cent, and on August 8 to 5 per cent . In the
crisis of 1857 the rate stood at 10 per cent for six weeks, and in the Overend-Gurney crisis of 1866 for
fourteen weeks-both of which were what Mr . Chiozza Money calls "old time financial peace crises . "

§"The crisis of 1866 was preceded by the usual period of steady trade, leading as before to an im-
mense growth of companies, which was partly stimulated by the Limited Liability Acts. The special
feature was the creation of finance companies formed to float other companies. A drain of treasure to the
East was causedby the expensive imports of cotton due to the failure of American supplies, owing to the
Civil War. The crisis was precipitated by the failure of Overend-Gurney and Company, and was again
met by a suspension of the Bank Act and a sharp and great rise in the Bank rate ."--J. S. Nicholson,
Prineiplea, Vol . II, p. 209 . Nicholson elsewhere ( pp . 212, 214) remarks with regard to conditions up to
1896 : "Since 1866, the periodicity ( of crises) has not been so well defi ned and the references to the
statistics indicated do not give such uniform results . A great inflation of trade and speculation fol :owed
the conclusion of the Franco-Prussian War, a depression set in about 1873, And a revival seemed to begin
in the autumn of 1879. Since that year there have also been fluctuations in trade and occasional out-
bursts of speculative activity in limited spheres. . . The failure in recent years of the periodicity t o

_ asse rt itself in so marked a manner as before may be due to some great restraining influence, such as the
continuous fall in prices, or the suppressed fear of the outbreak of a general war . "

The Cornhill Magazine for May, 1864, (pp . 566 et seq.) in an article entitled "Money and Manners,"
says : "That living becomes every year more expensive in all the great cities of Europe and that even the
unfrequented by-ways, formerly no less alluring in their chéapness than in their sequestered simplicity,
are rapidly rising to the tariff of towns, are facts painfully impressed on all residents ." For comparative
prices in Germany, early and late, the writer quotes Riehl, Kulturstudien aus drei Jahrhunderten . In-

teresting contrasts are made between North and South Germany, kc. Cf . also Patterson The Ne w Golden
Age, II, 94.

'*It is interesting to note in this connection the estimates of the London Economist summarized by
Cairnes (Essays, pp . ,159-165) as to the distribution of the Australian and Californian gold during the
years 1858-1872 :-

Retained in England . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . £ 68,000,000

Continental Europe . . . . . . 105,000,000. . . . . . . . . . . . . . . . . .
Portugal and other countries . . . . . . . . . . . . . . . . . . . 12,000,000

•• S . America . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,000,000

` . " India and the East . . . . . . 90,000,00 0
" Australia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,000,000

Total production . . . . . . . . . . £309,000,000

a~rwrrmnmmnn++wwr*'~°
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Article. '

Oate . . . . . . . . . . .

Hay . . . . . . . . . . .

Beef . . . . . . . . : . .

Mutton . .. . . . . .

Park . . . . . . . . . .

Bacon . . . . . . . . .

Butter (treah) , .,

Eaga . . . . . . . . .. .

Potatoee . . . . . . .

Fowls . . . . . . . . .

Wool . . . . . . . . . .

Bides . . . . . . . . . .

Coal . . . . . . . . . . .

Firewood . . . . . .

Market.

Montreal (Gazette)

Toronto (Leader) . . .

Montreal (Gazette)

Toronto (Lrader) . . .

Montreal (Gazette)

Toronto (Leader). . .

Toronto (Leader) . . .

Montreal (Gaaette )

Toronto (Leader) . . .

Toronto (Leader) . .

Toronto (Leader) . .

Toronto (Leader) . .

Montreal (Gazette) .

'Toronto (Leader) . .

Montreal (Gazette) .

Toronto (Leader) . .

Montreal (Gazette) .

Toronto (Leader) . .

Montreal (Gazette) .

Toronto (Leader) . .

Toronto (Leader) . .

Toronto (Leader) . .

Toronto (I.eader)' . .

Toronto (Leader) . .
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WHOLESALE AND FARMERS' MARKET PRICE3, CANADA, 1848-1858.

Unit.

Bushel

Barrel.

Bushel

Ton . .

1001b

Lb. . . .

100 Ibo

100 )be

Doa .. .

Bushel

Pair . .

00 Ibo

Ton . .

ord . .

1848 1849 1850 1851 1852

Mar . Oct . Mar. Oct. Mar. Oct. Mar. Oct. Mar. Oct. Mar. Oct.

a. d. a . d . e. d. a. d. e. d. a. d. a. d . a. d. e . d. a. d. s . d. a . d .

5to 5 0 4 6 4 0 4 6 4 7 3 9 4 3 4 9 618
5 6 5 6 4 9 4 6 4 4 4 7 j 4 8 4 0 4 3 4 51 5 0 7 0

3 6 3 10 6 3
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 0 4 3 6 6

15 to 15 9 9 3 21 3 18 0 20 0 20 3 35 0
17 0 16 0 24 6 21 6 10 0 23 3 21 6 19 0 20 3 20 6 27 6 36 0

' 17 6 21 3 30 0
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20 0 22 6 35 0

1 3 1'3 1 0 1 3 1 3 1 6 1 6 1 6 1 9 2 0
2 0 1 4 1 2 1 1 1 6 1 5 1 8 1. 7 1 8 1 8 1 10 9 1

1 3 1 8 2 0
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 4 1 9 2 9

45 0 50 0 75 0
. . . . . . . . . . . . . . . . . . . . . . . . . . .••• . . . . . . . . . . . . . . . . . . . . . . . . 60 0 60 0 80 0

25 0 20 0 20 0 82 0 40 0
35 0 27 6 . . . . .. . . ... . 250 . . . . . . . . . . . . . 40 0 35 0

15 0 0 29 2
20 0 25 6 41 8

0 21 0 2 0 4
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : 0 4 0 3 0 4,

23 9 25 6 25 0

.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25 0 27 6 30 8

37 6 40 6 40 0
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40 0 45 0 45 0

1 0

.

0 10 0 71 0 30 0 7
1 2 1 0 . . . . . . . . . . . . 1 0 . . . . . . 074 07* 13 0101 084 e10

0 5 010 1 0
.

.

. . . . . . . . . . . . . . . . . 0 8 1 0 1 2

0 9 0 51} 1 0
0 30 0 8 . . ..

.

. . . .. .. 13

.

. . . . . . . . . . . . . . . . . . . . . .

0 5 0 9 0 7

.

0 6 0 10 0 8

2 0 1 8 1 3
2 8 2 0 . . . . . . . . . . .

.

8 . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . .

2 0 110 3
.

.

2 8 2 6 4 0

2 3 1 8 2 9
2 6 2 0 . . . . . . . . . . . 3 0 . . . . . . . . .~. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. .

1 3 1 3 1 3
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 0 2 6 2 0

1 0 3 1 1 4
1 3 1 4 1 6

20 0 20 0
21 3 21 3

12 6 12 6 12 6
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16 6 1 17 6 17 6

91853

25 0

'Change of table, little or no description gi ven.
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WHOLESALE AND FARMERS' MARKET PRICES. CANADA. 1848-1858.

1854 1855 1856 1857 ~ 1858

-Article. Market unit
May Oct. Mar. Oct' Mar. Oct . Mar. Oct . Mar. Oct .

s . d . s. d. a . d. a. d. a. d . a. d. a. d. a. d. . s. d. a. d.

9 3

Wheat . . . . . . . . . . . . . . . . . . . . . . Montreal (Gazette) Bushel 8 9 8 0 . . . . . . 9 6

Toronto (Leader) . . " 8 8 7 0 7 6 10 0 5 0 8 8 5 . 6 3 . 9 5 8
7 8 7 1 710 10 8 5 6 6 9} 6 9 5 . 8 4 . 0 5 9

42 6 40 0 47 6 43 9
Flour , • , , , , , , , , , , , , , , , , • . . . . Montresl (Gazette) BsrreL 43 9 4 50 6 0 0 4 5 0

33 3

I

2 6 45 0 . 27 6 28 9 22 . 16 . 5

' Toronto (Leader) . . . " 35 6 33 3 40 0 47 5'30 0 27 0 30 0 24 . 17 . 24 0

2 7 1 10}

Oate•,•,••,,,,,,, .•,,,,, . . . . Montreal (Gaaette) Bushel 3 9 3 0 2 9 2 0

2 9 2 8 3 0 2 6 2 8 2 6 1 . 8
Toronto (Leader) . . . . . 2 10 2 10 2 10 3 3 2 8 2 9 2 10 2 . 1 . 6 2 0

70 0 80 0 120 0 80 0 90 0 48 0 48 0 56 . 44 . 40 [

Bay . . . . . . . . . . . . . . . . . . . . . . . . Toronto (Leader). . . Ton. . 80 0 100 0 140 0 155 0 140 0 76 0 72 0 80 . 66 . 9 56 (

62 6 65 0

Beef . . . . . . . . . . . . . . . . . . . . . . . . Montreal (Gazette) 100lbs 60 0 1 65 0 52 6 70 0

22 6 25 0 27 6 27 6 27 6 23 0 20 . 16 .

Toronto (Leader) . . . " 30 0 26 3 31 3 30 0 31 6 24 0 33 0 28 . 22 .

/ 0 3} 0 5 0 4 }

Mutton . . . . . . . . . . . . . . . . . . . . . Toronto (Leader) . . Lb. . . . 0 5 0 6 0 5 0 51 0 5}

27 8 30 0 33 9 36 3 28 0 38 0 30 . 22 .

Pork . . . . . . . . . . . . . . . . . . . . . . . Toronto (Leader) . . 1001bs 35 0 35 0 35 0 36 3
,

40 0 29 0 41 0 34 . 26 .

35 0 45 0 40 0 i
Bacon . . . . . . . . . . . . . . . . . . . . . . Toronto (Leader) . . 100 The 40 0 50 0 Î50 0 . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . .

Butter(fresh) . . Montreal (Gazette) . Lb. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

0 9 0 11 1 1 1 3 1 3 1 2 1 . 6
8

1 0
1 3

1 . 8-
02Tôronto (Leader), . ° 0 10 1 1 1 3 1 5 1 5 1 4 1 . .

Eggs . . . . . . . . . . . . . . . . . . . . . . . Montreal(Gasette) . Doa .. . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

0 10 0 8 1 3 1 . 3 0 10 1 . . 4

Toronto (Leader) . . 14 -1 0 0 9 1 4 1 2 . . . . . . . . . . . . 1 . 6 1 0 1 . 8

Potatoes . . . . . . . . . . . . . . . . . . . . Montreal(Gaaette) . Bushel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . .

3 5 2 2 2 9 3 0 4 0 3 9 5 . 3 6 2 .10

Toronto (Leader) . . " 3 9 2 6 3 2 3 3 4 6 5 0 5 . 6 4 0 3 . 5

Fowls . . . . . . . . . . . . . . . . . . . . . . Montreal (Gazette) . Pair . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

'1 0 1 6 2 6 1 8 2 6 2 6 3 . 3

Toronto (Leader) . . " 1 6 2 0 3 3 2 0 4 0 . . . . . . . . . . . . 3 0 3 . 9

1 2 1 0 •1 0 1 . 3

Wool . . . . . . . . . . . . . . . . . . . . . . . Toronto (Leader) . . Lb . . . 1 4 . . . . . . 1 1 . . . . . . 1 34 . . . . . . 1 . 4 1 0 . 9

22 6 28 .
Bides. . . . . . . . . . . . . . . . . . . . . . . Toronto (Leader) . . 1001bs 25 0 20 0 25 0 . 24 0 16 .

37 8 32 6 !37 0 37 6 26 0
Coa1 . . . . . . . . . . . . . . . . . . . . . . . . Toronto (Leader) . . Ton . . 40 6 35 0 50 0 46 3 . . . . . .I33 0

•
20 0 20 0 20 0 27 6 14 0

0 2 2Fnewood . . . . . . . . . . : . . . . . . . . Toronto (Leader) . . Cord. . 22 O1I25 0 122 0 130 0 I31 3 22 .

16 0
20 0

24 0

36 0

1 0
1 2

0 7
0 8 ,

2 3
2 6

1 10r
2 0

'Cuanee of table, little or no description given .
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The boom in Canada during these years is second only in interest to that of

the 'fifties. Breckenridge (Canadian Banking System, 264-272) thus outlines

it : "The period was one of growth, great apparent prosperity and general ex-
pansion . Thus, the total debt of the Dominion was increased from $93,000,000
in 1867 to $141,000,000 on the 30th June. 1874. The receipts of the Treasury
rose from $13,600,000 to $24,200,000, and the expenditure in simila'i ratio .
Fifteen and a half millions of dollars were spent upon the Intercolonial Rail-
way, one million and a half on the canals, a million on the Canadian Pacifie
Railway. Twelve millions of the debt increase were in Dominion notes, the
circulation of which was quadrupled from 1867 to 1874 . The total exports of
the country, $57.000,000 in 1868, were $89,000,000 in 1874 ; the imports, $73,-

000,000 in 1868, were $128,000,000 in 1873-4 . Extension of the railway system
was begun in 1871 ; by 1875 the mileage was doubled, being 4,826 miles as against
2,497 in 1870 . There was heavy immigration into the country . The area of

settlement was extended . In the West the new province of Manitoba was estab-

lished. The supply of agiicultural produce was much increased, and a powerful
impetus given to the business in produce. Building operations in Canada and the
United States, and the rapid additions to the railway system in both countries,
raised the price of lumber. With the increase of other foreign demands, they
stimulated the timber trade, and caused abnormal inflation . The speculation
extended to timbered lands and timber limits . All sorts of manufacture were
pushed to bounds which, in 1875, were acknowledged to have been unreasonable .
Municipalities of every grade caught the infection and adopted the pernicious
system of granting bonuses to manufacturing companies proposing to establish
themselves in the district of the grantors . The whole series of years was marked
by general growth of commercial operations, expansion of credit in its various
forms, and large additions to the class of small shop-keepers doing business on
long time. Except where related to timber production, the values of rèal estate
were much less affected by the upward movement than other investments . 'The
time is best described as one of incre4sed activity in manufacture, transportation
and exchange. The great land boom had occurred in 1857 and preceding years .

. . . Yet no panic, in the accepted sense of the term, occurred in Canada in
1873, nor is it easy to discover the phenomenon designated by the broader ex-
pression `commercial crisis' . Relaxation from the tense activity of the preceding
period began in the fall of 1873, and continued through 1874. Thus the change
was gradual, though none the less complete for that ." •

I
1873-1896,-The extraordinary decline which took place during this period

-the bottom of which in 1896, it must be remembered, constituted the "take-off"
for the rise of the past fifteen years-has received a two-fold explanation, the first
connecting it with conditions of production and the second with currency changes
renaming valuations at a lower figure .

With regard to the first, the progress of mechanical invention and conse-
quent development of industry was undoubtedly extraordinary . Productiveness
was increased and the products of industry cheapened at a rate unknown before ;

the world's output of commodities outran that of any previous period . Simul-
taneously the costs of transportation were greatly lowered ; the mechanism of the
steam railway was practically re-inventéd ; electricity became a motive power .

At the same time capital rapidly increased in amount and organization. De-
- pflsits in joint banks in England multiplied three-fold . The consumption and
well-being of the people greatly increased.

From the monetary standpoint, the period was one not so much of decreasing
supplies of gold as of increasing demands for it, due to the great increase in
trade and the adoption of . the gold standard by several countries-Germany in
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1871, Scandinavia in 1873, the Latin Union ,(by suspending the free coinage of
silver) in 1875, the Netherlands in 1875, the United States in 1879, Egypt in
1885, Austria in 1892, and Chili in 1895 . Sir Robert Giffen, before the Gold and
Silver Commission in 1886, estimated the new demands at over £200,000,000 of
which £80,000,000 were taken by Germany, £100,000,000 by the United States, and
£30,000,000, or £40,000,000 by Austria-Hungary . At the same time more gold

was required for bank reserves, financial institutions, and war chests . It is to be

noted that though prices fell in gold countries they rose in silver countries like
India, China and Japan.* As is well remembered, the period saw the controversy

over bimetalism-"the battle of standards "-at its height .

Opinions differ sharply as to whether the period saw a development or a
retardation of crédit organization : organization was probably improved, though

actual business conditions made for contraction. Crises occurred from time to
time, but the new level was always lower than before, instead of higher as in
1850-1872.

On the whole the evil most frequently cited during the later years of this
period was "overproduction" . The expression when analysed was found to mean
not so much an actual surplus of goods in existence as a general inability on the
part of manufacturers and others to produce with a profit at prevailing prices.

The result was a general depression, with land going down, and unemployment
present in almost every trade. The extraordinary feature is, that it was also
a period of increasing demands, growing population, advancing standards of
comfort, and expanding markets, with, in the centre, "a .persistent though only

partial paralysis of industry . (See Note F ., for statistics of the extent and effects

,of this decline, and for further discussion of causes. )

This brings the review to the year 1896 and the beginning of the present

great price rise, the . primary facts of which have been examined in Part I . The

remaining chapters are devoted, as already explained, to an outline of the factors
which may be regarded as broadly explanatory or causative of the rise, including

(1) monetary and financial conditions, and (2) conditions connected with the
expansion, production and commerce of the country .

'Cf. Atkinson, Journal of the Royal Statistical Society, May, 1897 . Irving Fisher givee (Purchasing

Power of Money, p . 244) the following index numbers on this point:-
Gold. Silver .

1873-1876 . . . • .• ••• ••• ••• ••- ••- ••• ••- 100 100

1890-1893 . . . . . . . . . . . . . . . . . . . . . . . . . . . 78 117

hn91~M~flRtl'A~~~
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NOTES TO CHAPTER I L

NOTE A.-MEDIEVAL AND ANCIENT PRICES.
• ~ i

Jacob quotes the following table of prices in England in the,reign of Ethelred (Cire .

£ a. d .
Price of a man or slave . . . . . . . . . . . . . . . . . . . . . . . . . 2 16 3

a horse . . . . . . . . . . . . . . . . .
.
. . . . . . . . . . . . . . 1 15 2

a mare or colt . . . . . . . . . . . . . . . . . . . . . . . . . 1 3 5
•' an ass or mule . . . . . . . . . . . . . . . . . . . . . . . . . 0 14 1

an oa . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0 7 0}§
a cow . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 0 6 2

. .. a swine . . . . .- . . . . . . . . . . . . . . . . . . . . . . . . . 0, 1 10%
a sheep . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0 ,1 2
a goat . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0 0 4A

For more ancient times the most important single record is the edict of Diocletian, 301
A .D., fixing maximum prices and wages. The following sample prices from the edict are
quoted in the Dictionary of Political Economy:-

Rye, per bushel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .27t/ad. Pork, perlb . . . . . . . . . .
.
. . . . . . . . . . . . . . . . . . . . . . 3 112d .

Millet " . : . . . . . . . . . . . . . . . . . . . . . . . . . .23 d. Beef " 23d.
Oats " . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . .14 d. Butter 5 d." . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Peas " - 3~d. Sea-fish ". . . . . . . . . . . . . . . . . . . . . . . . . . . .27 . . . . . . . . . . . . 5d.to 7 d.. . . . . . . . . . . . . . .
Salt, . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 d. Salt-fish " . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 d .
Boots, per pair . . . . . . . . . . . . . . :. . . . . . . . . . .22 to 44 d. Fowls, per pair . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13 d.
Tunics, according to quality oflinen, . . . . . : .36s.to 180a Goose, each . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .22 d.

Oysters, per hundmd . . . . . . . . . . . . . . . . . . . . . . . .22 d.

Wages with food varied• from 4d to 5d for country labour, .and from 10d upward for
skilled artisans .

NOTE B.-TOOgE ON PRICES PRIOR TO 1814 .

The analysis of Tooke and Newmarch (History of Prices, Vol . VI, pp. 368-370) of the
effect of the Ame rican silver discoveries of the sixteenth century and of the circumstances
producing the great rise of 1793-1814 is well known . Their summary table of Jacob's con-
clusions for these periods and comment thereon are as follows :-

1 2 3 ' 4 5 6 7 8 9 10 1 1

Exported to India Converted into Losa by wear of Existing Total
Produce of Period and other parts article of use coins casualities, in Quantity

of Asia. and ornament eto. . Form of coin
- i mu -

Periods .
nof Co

at end
ace n

lated
of each from

Total Annual Total Annual Total Annual Total Annual Period periud t o
average average average average period

million million million million million million million million million millio n
£ £ £ £ £ £ £ £ , £ we

177 .0 . . . . . . . . 1492-1600 14 .0 .13 28 .0 .26 5 .0 .4 130 .0 130 .0
337 .0 3 .4 1601-1700 ,33 .0 .33 60 .0 .60 77 .0 .77 167 .0 207 .0
880 .0 8 .0 1701-1809 352 0 3.20 352 .0 3 .20 93 .0 .84 83 .0 3F0 .0
103 .0 5 .1 1810-1829 40 .0 2 .00 112 .0 5 .61 18 .0 .90 67 .0 313 . 0

1497 .0 439 .0 552 .0 193 . 0

NuTs .-Column 11 represents the total quantity of gold and silver coin estimated to be in existence in EUrope,
Africa and America, at the end of each peri od. The 177.0 millions in Column 1 includes of necessity the stock of
33 .1 mil lions in 1492.

"The conclusions which are justified by the fâcts set forth in these tables seem to admit
of being stated as follows :-

1. That until the year 1521 the annual additions made to the previously existing quantities
of gold and silver in Europe (and say Africa), those additions being chiefly gold, were not of
a magnitude to produce great or sudden effects.

~~■■~~ ~ .
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11E. That from 1521 to 1545, the disturbance of the previous state of things began to
be felt in consequence of the large annual supplies, chiefly of silver, obtained in Peru and

Mexico.
113 . That this disturbance was greatly increased between 1546 and 1577 by the large

supplies of silver readily obtained from the Potosi Mine, and by the increase of the supplies
of gold and silver from other parts of America.

"4. That the discovery, about 1571, of an abundant supply of quicksilver, and its effi-
cacious application to the processes of silver mining, does not appear to haver done more than
counteract, to a greater or smaller extent, the increasing cost of obtaining the precious metals,
more particularly silver, in consequence of the comparative exhaustion of the sources of

supply.
' 1 5 . That, adopting tbe general supposition of the cessation, about 1640, of the decline

in the value of precious metals as compared with commodities, it would appear that that
cessation took place at a point-(l) when the amount of gold and silver coin (in Europe and
America), say £160,000,000 sterling, was probably equal to no more than one-third of the
amount to which it had attained in the course of the eighteenth century ; and (2) when the

quantity of gold and silver in the form of articles of use and ornament, say £60,000,000, was
probably equal to no more than one-fifth of the quantity so existing during the second half

of the eighteenth century.

"6 . That after the same culminating date of 1640, the average annual supplies of gold
and silver reached, and maintained for a century, a magnitude certainly twice as great as
the average annual supply existing in the year 1640 .

" 7 . That as a consequence of these premises it would appear that, subsequent to, say

1640, the operation, among others, of four .principal causes, namely : (1) the export of gold

and silver, but chiefly silver, to India and the east, in payment for Asiatic products ; (2)

the consumption of gold and silver for purposes of use and ornament ; (3) the increase of

population and production, and extension of commercial intercourse into new regions requir-
ing a constantly increasing supply of coin to maintain the former level of prices ; and (4) the

annual loss by abrasion and casualties on the large quantity of gold and silver in use-were
sufficiently powerful to maintain such an exact equilibrium between the average annual supply
of and the average annual demand for the precious metals as to counteract any tendency to

a fall in their value as compared with commodities. "

Tooke's "general view" of the causes which were operative upon prices during the final
stages of the great advance culminating in 1814 is as follows (abridged from Vol . II, g.

346-7) :

1 . The frequent recurrence of seasons of an unfavourable character, there having in that
interval been'no fewer than eleven seasons in which the general produce of corn, but aaore

especially of wheat, was deficient .

2. The destruction of a gseat source of supply of transatlantic produce by the revolutioi

in St. Domingo.
3 . Obstructions and prohibitions of export from the Continent of Europe, more especially

during the latter years of the war.

4. The increased cost of importation, by, higher freights and insurance incidental to

a state of war generally.

5 . The difference of exchange, whieh in the last five years of the war averaged 20 per
cent., thus adding so much to the cost of all imported productions .

6. A higher rate of interest, in consequence of the absorption by the war loans of a

considerable proportion of the savings of individuals ; such higher rate of interest constituting

an increased cost of production .

NOTE C.-INDEX NUMBERS OF PRICES DURING THE NINETEENTH CENTURY .

The index numbers most frequently used for measuring price fluctuations in the nineteenth
century are those of Jevons for the earlier years, and those of Sauerbeek for the later.'

Jevons's index number is the most celebrated example of a number constructed with the

definite object of measuring the rise and fall of gold as a purchasing medium. Struck while
comparing some statistics of prices in 1863 by the enormous and almost general rise which
had occurred, Jevons was led to suspect an alteration in the standard'of value as the explana-

tion . The change he attributed to the gold discoveries of 1848-50. His first discussion of the

question was in the essay, "A Serious Fall in the Value of the Gold Standard Ascertained

and its Social Effects Set Forth," published in 1863. Certain papers of Newmarch in the

Journal of the Royal Statistical Society were the immediate inspiration of Jevons as t o

M[`rrri*r.rr=snrm ._ . ..
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method . The number of commodities selected was 39, increased in some parts of the investi-
gation to 118. Weighting was disregarded, on the grounds that, where the object of search
is to reach the cause or tendency underlying all prices, one commodity is as good as another .
A similar explanation accounts for the elaborate precautions taken throughout to measure
such influences as the effect of periodicâl commercial tides, etc. In a subsequent essay, pub-
lished in 1865, "The Variation of Prices and the Value of the Currency Since 1782," the
scope of the previous inquiry was greatly enlarged. Using the tables of prices contained in
the Tooke-Newmarch "History of Prices," the investigation was now carried back to 1782,
and a wealth of material added to his previous treatment of the causes and effects of price
variations . Jevons's index numbers follow :-

(Number of Artioiea .79) JEVONS'S INDEX NUMBERS. (Prices 1872y100)

Y 4: w 8
Index

Number YEAR.
Index.

Number YEAR.
Inde x

Number.

1782 . . . . . . . . . . . . . . . . . . . . . 100 1810 . . . . . . . . . . . . . . . . 142 1838 . . . . . . . . . . . . . . . . 84

1783 . . . . . . . . . . . . . . . . . . . : . 100 1811 . . . . . . . . . . . . . . . . 136 1839 . . . . . . . . . . . . . . . . 9 2

1784 . : . . . . . . . . . . . . . . . . . . . 93 1812 . . . . . . . . . . . . . . . . 121 1840 . . . . . . . . . . . . . . . . 87,

1785 . . . . . . . . . . . . . . . . . . . . . 90 1813 . . . . . . . . . . . . . . . . 115 1841 . . . : . . . . . . . . . . . . 85

1786 . . . . . . . . : . . . . . . . . . . . . 85 1814 . . . . . . . . . . . . . . . . 114 1842 . . . . . . . . . . . . . . . . 75

1787 . . . . . . . : . . : . . . . . . . . . . 87 1815 . . . . . . . . . . . . . . . . 109 1843 . . . . .- . . . . . . . . . . 7 1

1788 . . . . . . . . . . . . . . . . . . . . . 87 1816 . . . . . . . . . . . . . . . . ' 91 1844 . . . . . . . . . . . . . . . . 69

1789 . . . . . . . . . . . . . . . . . . . . . 85 1817 . . . . . . . . . . . . . . . . 117 1845 . . . . . . . . . . . . . . . . 7 4

1790 . . . . . . . . . . . . . . . . . . . . . 87 1818 . . . . . . . . . . . . . . :. 132 1846 . . . . . . . . . . . . . . . . 7 4

1791 . . . . . . . . . . . . . . . . . . . . . 89 1819 . . . . . . . . . . . . . . . . 112 1847 . . . . . . . . . . . . . . . . 7 8

1792 . . . . . . . . . . . . . . . . . . . . . 93 1820 . . . . . . . . . . . . . . . . 103 1848 . . . . . . . . . . . . . . . . 68

1793 . . . . . . . . . . . . . . . . . . . . . 99 1821 . . . . . . . . . . . . . . . . 94 1849 . . . . . . . . . . . . . . . . 64

1794 . . . . . . . . . . . . . . . . . . . . 98 ~ 1822 . . . . . . . . . . . . . . . . 88 1850, . . . . . . . . . . . . . . . 64
~

1795 . . . . . . . . . . . . . . . . . . . . . 117 1823 . . . . . . . . . . . . . . . . 89 1851 . . . . . . . . . . . . . . . . 66

1796 . . . . . . . . . . . . . . . . . . . . . 125 1824 . . . . . . . . . . . . . . . . 88 1852 . . . . . . . . . . . . . . . . 6 5

1797 . . . . . . . . . . . . . . . . . . . . . 110 1825 . . . . . . . . . . . . . . . . 103 1853 . . . . . . . . . . . . . . . . 74

1798 . . . . . . . . . . . . . . . . . . . . . 118 1S26 . . . . . . . . . . . . . . . . 90 1854 . . . . . . . . . . . . . . . . 8 3

1790 . . . . . . . . . . . . . . . . . . . . . 130 1827 . . . . . . . . . . . . . . . . 90 1855 . . . . . . . . . . . . . . . . 80

1300 . . . . . . . . . . . . . . . : . . . . . 141 1828 . . . . . . . . . . . . . . . . 81 1856 . . . . . . . . . . . . . . . . 82

1801 . . . . . . . . . . . . . . . . . . . . . 140 1829 . . . . . . . . . . . . . . . . 79 1857 . . . . . . . . . . . . . . . . 85

1802 . . . . . . . . . . . . . . . . . . . . . 110 1830 . . . . . . . . . . . . . . . . 81 1858 .' . . . . . . . . . . . . . . 7 6

1803 . . . . . . . . . . . . . . . . . . . . . 125 1831 . . . . . . . . . . . . . . . . 82 1859 . : . . . . . . . . . . . . . . 7 7

1804 . . . . . . . . . . . . . . . . . . . . . 119 1832 . . . . . . . . . . . . . . . . 78 1860 . . . . . . . . . . . . . . . . 79

1805 . . . . . . . . . . . . . . . . . . . . . 132 1833 . . . . . . . . . . . . . . . . 75 18fi1 . . . . . . . . . . . . . . . . 78

1 ~
1806 . . . . . . . . . . . . . . . . . . . . . 130 1834 . . . . . . . . . . . . . . . . 78 1862 . . . . . . . . . . . . . . . . 79

1807 . . . . . . . . . . . . . . . . . . . . . 129 1835 . . . . . . . . . . . . . . . . 80 1883 . . . . . . . . . . . . . . . . 78

1808 . . . . . . . . . . . . . . . . . . . . . 145 1836 . . . . . . . . .,. . . . . . 86 1864 . . . . . . . . . . . . . . . . 7 8

1809 . . . . . . . . . . . . . . . . . . . . .

•
157 1837 . . . . . .'. . . . . . . . . . 84 1865 . . . . . . . . . . . . . . . . . 78

Mr. Sauerbeck's number was published for the flrst time in 1886, in the Journal of the
Royal Statistical Society, and has been continued by him since, until the past year when re-
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I

sponsibility for it was assumed by the London Statist . Mr. Sauerbeck's purpose was to estab-

lish a broader basis for calculation than that used in the well known number of the Econotnist,
in view of the remarkable fall in prices which took place between 1873 and 1885. ' Altogether,

forty-five articles, or series of articles, were included, no commodity being taken of which the
value consumed per annum fell below £1,000,000. The base or standard price is the average .

for the eleven years 1867-1877 . The complete Sauerbeck series follows:-

[h umber of Commoditiea-45 .l ' SAUERBECK'S INDEX NUMBERS. [Average Prieea, 1867-1877=1001

yLers,
Inde x

Number YEAR .
Index

Number Yasa.
Inde x

Numbe r

1516 . . . . . . . . . . . . . . . . . . . . . 142 1842. . . . . . . . . . . . . . . . 91 1866 . . . . . . . . . . . . . . . . 10 2

1819 . . . . . . . . . . . . . . . . . . . . . 121 1843 . . . . . . . . . . . . . . . . 83 1367 . . . .---- . . . . . . . . 100

1820 . . . . . . . . . . . . . . . . . . . . . 112 1844 . . . . . . . . . . . . . . . . . 84 1868 . . . . . . . . .'. . . . . . . 99

1821 . . . . . . . . . . . . . . . . . . . . . 106 1845 . . . . . . . . . . . . . . . . 87 1869 . . . . . . . . . . . . . . . . 98

1822 . . . . . . . . . ." . . . . . . . . . . 101 1846 . . . . . . . . . . . . . . . . 89 1870, . . . . . . . . . . . . . . . . 9 6

1823 . . . . . . . . . . . . . . . . . . . . . 103 1847 . . . . . . . . . . . . . . . . 95 1871 . . . . . . . . . . .%. . . . . 10 0

1824 . . . . . . . . . . . . . . . . . . . . . 106 1S4E . . . .' . . . . . . . . . . . . 78 1872 . . . . . . . . . . . . . . . . 109

1825 . . . . . . . . .e . . . . . . . . . . . 117 1849 . . . . . . . . . . . . . . . . 74 1873 . . . . . . . . . . . . . . . . 11 1

1826 . . . . . . . . . . . . . . . . . . . . . 100 1850 . . . . . . . . . . . . . . . . 77 1874 . . . . . . . . . . . . . . . . 102

1827 . . . . . . . . . . . . . . . . . . . . . 97 1851 . . . . . . . . . . . . . . . . 75 1875 . . . . . . . . . . . . . . . . 96

1828 . . . . . . . . . . . . . . . . . . - 97 1852 . . . . . . . . . . . . . . . . 78 1876 . . . . . . . . . . . . . . . . 9 5

1829 . . . . . . . . . . . . . . . . . . . . . 93 1853 . . . . . . . . . . . . . . . . 95 1877 . . . . . . . . . . . . . . . . 9 4

1830 . . . . . . . . . . . . . . . . .I . . . 91 1854 . . . . . . . . . . . . . . . . 102 IS78 . . . . . . . . . . . . . . . . 87

1831 . . . . . . . . . . . . . . . . . . . . . 92 1855 . . . . . . . . . . . . . . . . 101 1879 . . . . . . . . . . . . . . . . 83

1832 . . . . . . . . . . . . . . . . . . . . . 89 1856 . . . . . . . . . . . . . . . 101 1880 . . . . . . . .' . . . . . . . 88

`
1833 . . . . . . . . . . . . . . . . . . . . . 91 1857 . . . . . . . . . . . . . . . . 105 1881 . . . . . . . . . . . . . . . . 8 5

1834 . . . . . . . . . . . . . . . . . . . . . 90 185E . . . . . . . . . . . . . . . . 91 1882 . . . . . . . . . . . . . . . . 84

19,15 . . . . . . . . . . . . . . . . . . . . . 92 1559 . . . . . . . . . . . . .' . . . 94 1883 . . . . . . . . . . . . . . . . 82

1836 . . . . . . . . . . . . . . . . . . . . . 102 1860 . . . . . . . . . . . . . . . . 99 1884 . . . . . . . . . . . . : . . . 76

1837 . . . . . . . . . . . . . . . . . . . . . 94 1861 . . . . . . . . . . . . . . . . 98 " 1885 . . . . . . . . . . . . . . . . 7 2

1838 . . . . . . . . . . . . . . . . . . . . . 99 1E62 . . . . . . . . . . . . . . . . - 101 1886 . . . . . . . . . . . . . . . . 6 9

1839 . . . . . . . . . . . . . . . . . . . . . 103 IS63 . . . . . . . . . . . . . . . . 103 1887 . . . . . . . . .. . . . . . . . 68

1840 . . . . . . . . . . . . . . . . . . . . . 103 1864 . . . . . . . . . . . . . . . . 105 1888 . . . . . . . . . . . . . . . . 70

1841 . . . . . . . . . . . . . . . . . . . . . 100 1865 . : . . . . . . . . . . . . . . 101 1889 . . . . . . . . . . . . . . . . 7 2

1890 . . . . . . . . . . . .. . . . . 7 2

Yols .-For Sauerbeck's number subeequent to 1890 see Vol; I ., p . 150.
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For purposes of reference, the Faulkner index number of prices for the United States

and the Schmidt number in Germany are added :-

1841-50 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1851-60 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1861-70 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1871-80 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1881-90 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1891-1900 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1901-10 . . . . . . . . . . . . . . . . . .' . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1

Mr. G. H. Knibbs (Prices, Price Indexes, and Cost of Living in Australia, 1912, p. 87)

has constructed a world's index number of prices from 1840 to 1912 based on the statistics
of Great Britain, Belgium, Germany, Italy, France, Canada, the United States, New Zealand

and Australia, weighted according to population . The result by quinquennial periods is as

•follows:-

" Period.

1841-55 . . . . . . . . . . . . . . . . . . . . . . . . . .

1846-50 . . . . . . . . . . . . . . . . . . . .. . . . . . .

1851-55 . . . . . . . . . . . . . . . . . . . . . . . . . .

1856-60. . . . . . . . . . . . . . . . . . . . . . . . . .

1861-65. . . . . . . . . . . . . . . . . . . . . . . . . .

1866-70 . . . . . . . . . . . . . . . . . . . . . . . . . .

1871-75 . . . . . . . . . . . . . . . . . . . . . . . . . .
3876-80 . . . . . . . . . . . . . . . . . . . . . . . . . .

Average .
Index-Number.

1,038
1,001
1,003
1,046
1,251
1,235
1,163
991

Period .

1881-85 . . . . . . . . . . . . . . . . . . . . . . . . .

1886-90 . ., ., . . . . . . . . . . . . . . . . . . . .

1891-95 . . . . . . . . . . . . . . . . . . . . . . . . .

1896-1900 . . . . .- . . . . . . . . . . . . . . . . . . . .

1901-05 . . . . . . . . . . . . . . . . . . . . . . . . .

1906-10 . . . . . . . . . . . . . . . . . . . . . . . . .

1911 . . . . . . . . . . . . . . . . . . . . . . . . .

NOTE D."CRISES" PRIOR TO 1850 .

A crisis has been defined as "an arrest, in the rise of prices." At higher prices buyers

cannot be found ; those who bought to resell at a pro fit cannot do so ; and in the struggle

prices fall with a crash. J. S. Nicholson (Prinoiples, II, 206-9) gives the following succinct

account of the crises prior to 1850 :
"The crisis of 1798 was preceded by a period of over-speeulation and undue extension

of credit, especially on the part of country banks, and also by the conversion on a large scale
of circulating into fixed capital in the shape,of machinery and canals . There was, for the
time, a general expansion of trade, owing to these improvements in production . The crisis

was precipitated by political causes, especially the war with France, the war naturally causing

a drain of gold . At the same time there was a deficiency in the harvest. The crisis W as mark-

ed by many failures' of country banks and a consequent dist rust of paper and a . desire to

board the precious metals . The general result was a contraction of the various forms of cur-

rency, which was met to some extent by the issue of exchequer bills to the great mercantile
houses against securities or goods. Eventually, a continuance of the same unfavourable con-
ditions culminated in the suspension of cash payments by the Bank of England in 1797 . •

"The crisis of 1810-11 was preceded by a great inflation of prices partly due to the
issues of inconvertible paper . As a consequence of the rise in prices importation was heavily
increased, whilst exports were diminished, and in particular all exports to the Baltic ceased.

Thus again there was a drain of gold and a heavy fall in prices . One of the p rincipal results

was the Report of the Bullion Committee, which though at fi rst rejected, ultimately led to
the resumption of cash payments (1819) .

"The crisis of 1825-0 6 was preceded by a period of prosperity marked by good harvests,
good credit, a low rate of interest, and a general peace following a prolonged and general
war . There was a rise in prices both of securities and commodities accompanied by over-
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speculation in companies and loans
. The consequence was over-importation and a drain of

gold
. The Bank of England was compelled to borrow gold from the Bank of France and to

make use of a number of one-pound notes which had been withheld from circulation
. The

remedy against a recurrence of the evil was supposed to be found in the extension of branches
of the Bank of England and in the establishment of joint-stock banks

. What was really due

to an inflation of prices was ascribed to a deficiency of currency and banking accommoda-

tion.

"The crisis of 1837 was preceded by a périod of low prices and steady quiet trade
. The

principle cause of the crisis was over-speculation in new companies, especially railways and

mines
. The conversion of circulating into fixed capital on too rapid a scale led in the usual

way to a foreign drain
. The Bank of England was again blamed for the mismanagement of

its note issues, whilst the real evil, so far as the Bank was responsible, was to be founâ in
the mismanagement of the banking reserves, and especially in not raising the rate of discount

sufficiently soon and to such a height as to check the drain
. In this crisis, also, the influence

of America may be cited as a contributory cause
. A financial crisis had occurred in the

United States, owing to unsound banking, and the Bank of England suddenly refused to ad-
vance on American securities, thus giving a shock to mercantile credit

. The crisis led to

severe commercial distress, and again a remedy was sought for in currency legislation, which

found expression eventually in the Bank Charter Act of 1844
. The ostensible object of this

measure was to check the inflation of prices by limiting the issues of- notes.

"As if to show at once the inadequacy of the remedy thé crisis of 1847 supervened. It

was preceded by a great increase in wealth, a low rate of interest, and especially by the great

development of railways. The principal cause assignable was again over-speculation in com-
panies, and the immediate cause of the collapse was the failure of the harvest and the potato
famine with a consequent eacess• of imports and a drain of gold

. The Bank Act was sus-
,

pended, but no extra issues of notes actually took place ."'

NOTE E .-FFFECT OF AUSTRALIAN AND CALIFORNIAN DISCOVERIES .

The following quotations from leading economists will be interesting as supplementary to

the statements in the text :
, Walker, (International Bimetallism)-" The age had been

I one of falling prices, `with

lond complaints . everywhere of depression in trade and failure of employment . Never did

parched ground respond more joyously to the first fall of rain after a long drought than in-
dustry and trade responded to the new supplies of gold from California and Australia ."

Jevons, (Investigations)-" Now, if while the introduction of free trade, railways, tele-
graphs and innumerable other improvements accelerated the extension of trade, no new dis-
coveries of gold or silver had been made, what must have occurred4

Prices must have con-

tinued in the downward course they had pursued for thirty or forty years before . But they

did not continue in this course ; on the contrary they turned upwards in a sudden and decided

manner as shown in the body of this tract
. And this change was simultaneous with the dis-

qovery of the new gold-fields. Half the Prerogative Instances of Bacon are exemplified in
this question, and if the philosophy of observation and common sense may be applied to
statistical matters, we can draw but one conclusion-that prices have risen in consequence

of the gold discoveries. "
Nicholson contrasts the sixteenth and nineteenth centuries as follows : "In the sixteenth

century silver was obtained by the Spaniards through plundering and slaughtering the un-
fortunate natives whose lands they had occupied, with the ostensible purpose of spreading
the truths of Christianity ; it was spread over Europe first of all in payment of further
ambitious projects, and it was mot till in the course of trade it reached the Dutch that its
full effects on commerce began to be noticed

. In the nineteenth century, on the other hand,
from the outset commercial influences alone determined the acquisition and distribution of

the precious metals. The whole of the complicated processes by which the new gold was dis-
tributed over the world may be explained by one simple principle

. The distribution took

place in the precise proportion in which the extended demand for commodities, which orig-
. inaily proceeded from the labourers who picked up the gold, set in motion increased numbers
of labourers and increased amounts of capital to supply first the wants of the gold countries,
and, secondly, the wants of those who traded with these countries ." (Money and Monetary .

Problems. )

*"Morier Evans, the historian of the crisis of 1847-8
; compared the prices of certain railway securi-

ties in the height of the boom (August, 1845) and the depth of the depression (October, 1848)
. Thus in

August, 1845, Great Western rose to 236, and fell in October, 1848, to 653¢
; London and North-Eastern

rose to 254 and fell to 99 ; Midland rose to 183 aAd fell to 64. Northern of France rose to 7 % and fell

to
5%-"-F. W . Hirst, The Stock Exchanpe, p . 68.
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Tooke and Newmarch may be quoted as best representing the school that tends to mini-
mize the influence of currency changes on prices during this period. Writing in 1856 they

admit (VI, 135) that "the influence of the new supplies of gold, year by year, has been
probably that particular cause, or train of-causes, which has modifi ed in the most powerful

degree the economical and commercial history of the past nine years.'." At the same time

they instance other "new and powerful agencies which have grown up into gigantic dimen-
sions since 1846." These are: "the rapid increase of railways in every part of the world ;

the improvements in the navigation and speed of ships ; the rapid spread of population into

new and fertile regions; the quick succession of important discoveries in practical science,
and the ceaseless activity with which they are applied to increase the efficiency of all mechani-
cal appliances ; and, perhaps more pwerful than all, the setting free of the enterprise, the
industry, and the ingenuity of some of the leading commercial states by the adoption more
or less completely of principles of free trade. "

Newmarch's researches showed that in 1850-56 prices of meat and provisions advanced 40
to 50 per cent, and of raw materials of manufacture 30 to 60 per cent, while cotton and
tropical products stood still. Wages went tip 15 to 20 per cent, the building trades and agri-

-cultural and unskilled labour being chiefly affected . Export trade doubled . With regard to

the advance in prices : in every instance "a full efiplanation of the change is apparently
afforded by circumstances affecting the supply or the demand." (Vol . VI, 233) . And again

(p. 224) : "It is impossible tQ affirm that the range of general prices has been sensibly
raised by the mere operation in the form of metallic money of new gold. "

NOTE F.-THE DECLINE IN PRICES OF 1873-1896.

The extent of the decline has been estimated at 40 per cent, being considerably more
rapid than the decline of 1820-1849. "The recent fall of prices," says Wells (Recent Econo-

anical Changea) "of the great staple commodities of the world has been in extent and character
without precedent in the world's history." Professor Lindsay says (Dictionary of Political

Economy, Article " Prices ") :' I It seems to be contrary to all past experience. " The follow-

ing table from Layton (Study of Prices) shows how particular articles were affected :-

TABLE SHOWING RELATIVE CHANGES IN COMMODITIES BETWEEN 1871-75 AND 1894-98.-

(Averape fell 40 per cent.)
, /

Articles which fell to about the
}ame extent ab the average .

Sugar . . . . . . . . . . . . . . . . . . .
Petroleum . . . . . . . . . . . . . . .
Soda . . . . . . . . . . . . .". . . . . . .
Cotton . . . . . . . . . . . . . . . . . .
Tea . . . . . . . . . . . . . . . . . . . . .

.Silk . . . . . . . . . . . . . . . . . . . .
Wheat . . . . . . . . . . . . . . . . . .
Wool . . . . . . . . . . . . . . . . . . .
Iron bars . . . . . . . . . . . . . . . .
Pig-iron . . . . . . . . . . . . . . . . .

Maize . . . . . . . . . . . . . . . . . . .

Tin . . . . . . . . . . . . . . . . . . . . .

Per cent .

(-,A)
(-58)
(-54)
(.54)
(-54)
(-53),
(-51)
(-50)
(-49)
(-48)
(-47)
(-46)

CopPer . . . . . . . . . . . .
Flour . . . . . . . . . . . . .
Limeed . . . . . . . . . . .
Jute . . . . . . . . . . . . . .
Hemp . . . . . . . . . . . . .

Indigo . . . . . . . . . . . .
Flaa . . . . . . . . . . . .. . .
Potatoes . . . . . . . . . .
Barley . . . . . . . . . . . .
Oats . . . . . . . . . . . . . .
Nitrate . . . . . . . . . . . .

Coal . . . . . . . . . . . . . .
Lead . . . . . . . . . . . . . .
Bice . . . . . . . . . . . . . .

(-43)
(-41)
(-41)
(-41)
(-40)
(-40)

(-39)
(-39)
(-39)
(-38)
(-38)
(-3R)
(-37)
(-35)

Pork . . . . . . . . . . . . . .
Oile . . . . . . . . . . . . . . .
Hides. . . . . . . . . . . . .

Beef . . . . . . . . . . . . . .
Timber . . . . . . . . . . . .
Bacon . . . . . . . . . . . . .
Butter . . . . . . . . . .. . .
Mutton . . . . . . . . . . .
Tallow . . . . . . . . . . . .
Lea.ther . . . . . . . : . . .
Coffee . . . . . . . . . . . . .

(-33)
(-33)

(-29)
(-27)
(-26)
(-25)
(-25)
(-24)

(-26)
(-10)

With regard to wages and the standard of living, in a paper read before the Royal

'Statistical Society in 1895, Mr. A. L. Bowley, comparing estimatec of the wage level at

different periods with Mr. sauerbeck's price indexes, arrived at the following results indic'a-

tive of the ,purchasing power of average wages :-
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1860 . . . . . . . . . . . . . . . . . . . . . . .

1666 . . . .. . . . . . . . . . . . . . . . . . . . . .

Real
Average Wages.

110

18771

1880

DATE .

. . . . . . . . . . . . . . . . . . . . . . .

1870 . . . . . . . . . . . . . . . . . . . . . . . . .

1874 . . . . . . . . . . . . . . . . . . . . . . . . .

116

134

1883 . . . . . . . . . . . . . . . . . . . . . . . . . .

1886 . . . . . . . . . . . . . . . . . . . . . . . . . .

1871 . . . . . . . . . . . . . . . . . . . . . . . . . .

797

Real
Average Wages .

13 9

,157

1S0

19 2

The following tables from the U. S . Senate report on Prices, Wages, etc., 1893, shows a

like progress to have taken place in the United States :-

R ELATIVE WAGES BY YEARS 1840-1891 .

(Falkner Index Number .)

YEAR
Simple

average.
Average according

to
importance .

YEAR .
Simple
average.

A v erage according
to

importance .

. . . . . . . . . . .1840 87 .7 82 .5 1S66 . . . . . . . . . . : . . . . . 108 .8 111 . 1
121 8. . . . . . .

841 . . . . . . . . . . . . . . . . . .1841 . . .' 88 .0 79 .9 1867 . . . . . . . . . . . . . . . . 117 . 1

11 4 9

.
119 . 1

1842 . . . . . . . . . . . . . . . . . . 87 .1 84 .1 1868 . . . . . . . . . . . . . . . . .
5119 123 . 5

I843 . . . . . . . . . . . . . . . . . . 86 .6 83 .0 1869 . . . . . . . . . . . . . . . . .

133 7 136 . 9
1844 . . . . . . . : . . . . . . . . . . 86 .5 83 .2 1870 : . . . . . . . . . . . . . . . .

8147 150 . 3
1845 . . . . . . . . . . . . . . . . . . 86 .8 85 .7 1871 . . . . . . . . . . . . . . . .

'

.
152 2 153 . 2

1646 . . : . . . . . . . . . . . . . . 59 .3 89 .1 . . . . . .1 . . . . . . . . . .187 .
3148 147 . 4

1847 . . . . . . . . . . . . . : . . . . 90.8 91 .3 1873 . . . . . . . . . . . . . . . . .
0145 145 . 9

1848 . . . . . . . . . . . . . . . . . . 91 .4 91 .6 1874 . . . . . . . . . . . . . . . . .
8140 140 . 4

1849 . : . . . . . .1 . . . . . . . . . 92 .5 90 .5 1875 . . . . . . . . . . . . . . . . .
2135 134 . 2

1850 . . . . . . . . . . . . . . . . . . 92 .7 90 .9 1876 . . . . . . . . . . . . . . . . .
136 4 135 . 4

1851 . . . . . . . . . . . . . : . 90 .4 91 :1 1877 . . . . . . . . . . . . . . . . .
5140 139 . 0

1852 . . . . . . . . . . . . . . . . . . ' 90 .8 91 .8 1878 . . . . . . . . . . . . . . . . .
9139 139 . 4

1853 : . . . . . . . . . . . . . . . . . 91 .8 93 .2 1879 . . . . . . . . . . . . . . . . .
141 5 143,0

1854 . . . . . . . . . . . . . . . . . . 95 .8 95 .8 1850 . . . : . . . . . . . . . . . . .

146 5146 5 150 . 7
185i . . . . . . . . . . . . . . . . . . 98 .0 97 .5 1881 . . . . . . . . . . . . . . . .

:

..
149 9 152 . 9

. . . . . . . .1856 . . . . . . . . . . 99 .2 98 .0 . . . . . . . . . . .1882 . . . . -
152 7 159 . 2

1857 . . . . . . . . . . .. . . . . . . . 99 .9 ~ 99.2 1883 . . . . . . . . . . . . . . . . .
152 7 155 . 1

1858 . . . . . . . . . . . . . . . . . . 98 .5 97 .9 1884 . . . . . . . . . . . . . . . . .
7150 155 . 9

. . . . . . . . . .1859 . . . . . . . . 99 .1 99 .7 1585 . . . . . . . . . . . . . . . . .
9150 155 . 8

1860 . . . . . . . . . . . . . . . . . . 100 .0 100 .0 1586 . . . . . . . . . . . . . . . . . .
7153 156 . 6

1861 . . . . . . . . . . . . . . . . . . 100 .8 100 .7 1887 . . . . . . . . . . . . . . . . .
4155 157 . 9

1862 . . . . . : . . . . . . . . . . . . 100 .4 101 .2 1Ri8 . . . . . . . . . . . . . . . . .
15 6156 7 162 . 9

1663 . . . . . . . . . . . . . . . . . . 76 .2 81 .9 ISS9 . . . . . . . . . . . . . . . . .
158 9 165 . 2

1864 . . . . . . . . . . . . . . . . . . 80.8- 86 .2 1890 . . . . . . . . . . . . . . . . .
7160 168 . 6

1865 . . . . . . . . . . . . . . . . . . 66 .2 68 .7 1S91 . . . . . . . . . . . . . . . . .

The above shows that therey was a slow advance in wages between 1840 and 1860, and a
more rapid and less regular advance between 1860 and 1890 . Compared with the prices index

numbers of the same authority (page 44) wages show a considerably more rapid advance
.

The following shows among other things the advance in real wages in the United States
:-

YEARS. ~ 1845 1850 1855 1860 1865 1870 1875 1880 1885 1S90

Average wa¢ein currency . . . . . . . . . . . . . . 86 91 97 .5 100 149 167 158 143 156 16 8

. . . . . . . . . . . . . .gold 86 91 97 .5 100 69 137- 140 143 156 16 8

Average price of commoditiea in currency . 103 102 113 100 217 142 12S 107 9~1 9 2

Value of paper currency in ¢old . . ., . . . . . 100 100 100 100 46 82 89 100 100 100

Purchasing power of wagea . . . . . . . : . . . . . . 84 89 87 100 69 117 124 137 16S 183
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Sir Robert Giffen's well known essay written in 1883 on the Progresa of the Workbng
Classes in the last Half Cen tury concludes : "Thus the rich have become more numerous,
but not richer individually ; the `poor' are, to some small extent, fewer ; and those who
remain "poor' are, individually, twice as well off on the average as they were fifty years ago . "

The controversial literature on the period is, of course, vast . The reports of the Gold
and Silver Commission and of the Commission on the Hepression of Trade are perhaps the
best sources of material . The former gave the "appreciation of the standard of value .
a leading place in the enumeration of the influences which tended to produce the depression ."
The latter held "that the fall in the prices of commodities may be, in part, due to an ap-
preciation of gold, but to what extent that has affected prices we find it impossible to deter-
mine with any accuracy. . . . We believe the fall to be mainly due, at all events, to circum-
stances independent of changes in the production of, and demand for, the precious metals."
Out of the abundance of matter which the two reports contain, a few typical pronouncements
from leading economists may be taken :

An emphatic statement attributing the decline solely to monetary conditions is that of
Mr . A. Del Mar, M.E., in his reply to certain questions of the Royal Commission on the De-
pression of Trade, 1886, (Third Report, Appendix C ., p. 396) : "The true cause has been
-here I speak as a practical miner and producer of gold, well acquainted with the condi-
tions surrounding its production and use generally-the true cause has been the dwindling
product of the gold placers of California and Australia, and the utter inability of quartz
mining as a whole to put gold in the markets of the world at the lower equivalent (in com-
modities and services) at which it was previously put by the placer mining . This dwindling
product of gold, suddenly and enormously aggravated by the demonetisation of silver in Ger-
many and the subsequent suspension of free coinage for silver in France, the United States,
and other countries, has been, in my opinion, the true cause of the recent fall in the prices
of commodities. Your Commission asks if similar circumstances ever occurred before . Yes ;
they occurred after a similar failure of the Roman mines, an event which precipitated the
disruption of the Western Empire and • was followed by the tremendous consequences so ably
depicted in Sir Archibald Alison's "Essays" ; they occurred after the dismemberment of
Charlemagne's empire, an event which occasioned the secret hoarding of the vast quantities of
gold and silver which that monarch had captured in Saxony and Hungary, and had made
into money; and they occurred again during the 18th century,'when the plunder of America
and the Orient was quite over, and the metallic product of Spanish America, although it
continually increased under the cruel stimulus of the lash, yet it failed to increase fast
enough to supply a rapidly-growing Europe with the materials for money . In the latter
instance the evil effects of diminishing moneys manifested themselves in every country of the
European world, including America ; in each of them it was due to the failure of the supplies
of the precious metals, to keep pace with loss, wear and tear, and increasing demand to sus-
tain prices ; in nearly all it was followed by similar consequences : a continued and une'ven
fall of prices, industrial distress, social disorders, turbulence, anarchy, revolution, wars, and
the dissolution of empires. The remedy applied to all these countries points unerringly to
the origin of the dipturbances. That remedy was inconvertible paper money, which was first
issued by the British-American colonists, and afterwards by France, England, Austria, Spain
and other nations. Except in England, where the fall of prices has been less than elsewhere,
where the industrial distress was least, and where the subsequent issue of inconvertible notes
was limited by prudent legislation and a firm executive, the remedy was applied so recklessly
as to eventually occasion new distress and breed new disorders ; but, on the whole, these were
of a milder character than the great sufferings and the bloody outbreaks that had characterized
the previous period. "

Emile De Laveleye in the same volume (p . 270) says : "The fall of the price of certain
commodities is due to the increase of their production, to improved facilities for transport,
to the advance made in machinery, and to a general amelioration in an modes of fabrication
and manufacture ; but a universal fall in prices affecting all produce, even that which is in
no way touched by the aforementioned causes, can only be explained by a general reason, and
this general reason must necessarily be monetary contraction . Indeed simple common sense
alone would solve the question. Between the years 1850 and 1870 all prices rose, and econo-
mists agree in attributing this rise to an increase in the production of gold. Since 1873 just
the contrary has occurred . The production of gold has steadily diminished, and silver is no
longer allowed to make ilp the deficiency, a fact wholly without precedent in economic history .
The coinage of moneys, so active formerly, has now almost ceased, while at the same time
the exchanges affected are far more numerous than they used to be. A ll economists, without
exception, teach that when cash diminishes, caeteris paribus, prices fall, and it is quite certain
that since 1873 the stock of gold in Europe has immensely decreased, partly from the exports
of gold to America and partly also because industry is ever absorbing a portion of the
monetary stock."

I

i
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Marshall (p . 421) after quoting Tooke's enumeration of causes as applied to 1814-1837

(see p . 40 preceding) says : "If to these we add the setting free of middlemen's stocks by,

the telegraph, etc., and if we refer the fall of freights, etc ., to tbte development of steam
traffic rather than to the cessation of war risks, we have, I think, a vers fair account of those
causes of the recent fall of prices which have not their origin in changes in the supply of
money. Under the last head I include not only the recent changes in the suplily and methods
of use of the precious metals, but also the disappointment of the hopes that were entertained
some years ago as to the extension of the English system of payment by cheques in other
countries. "

Professor Nasse of Bonn says (p. 258) : " The phenomenon must have arisen from cir-

cumstances which either were connected with the condition of money, or influenced the supply

of, or demand for, commodities ; in other words, it will have to be sought for either on the

money side or on the commodities side . Without wishing wholly to deny the influence of the

former still I hold that this fall of prices is chiefly the result of facilitated production of

commodities . The tendency of credit to counterbalance a growing deficiency of metallic

money has also been remarkable during the last twelve years . In many countries a consider-

able progress in economizing the use of gold has taken place ." See also Laughlin, "Prin-

ciples of Money," p. 328 .

J . S . Nicholson discusses the point involved in the productivity increase as follows : "An

improvement in any one thing tends to lower its price compared with the general level, as,

for example, in the case of glass in the sixteenth century ; but a general and continuous suc-

cession of improvements in production does not necessarily involve a general and continuous

fall in general prices. This is at once evident theoretically from the abundance and com-

plexity of the causes the resultant of which is the general level of prices . And the theory is

abundantly confirmed by taking long historical periods . The comparative stability of prices

from the middle of the thirteenth to the middle of the sixteenth century was not due to stag-

nation or immobility in productive . processes ; the upheaval of prices during the next century

most certainly does not point to a retrogression in the arts of production, nor does the rise

in prices after 1850. A comparison of mediaeval prices with prices at the present day-
even if we ta$e as the standard of comparison grains of fine silver--shows conclusively that
the most extraordinary and amazing improvements in the methods of production are not
accompanied by a corresponding amazing cheapness . Wheat reckoned in money (reduced

to the measure of fine silver) is at present more than seven times as dear, and if we take
actual prices (without conversion) wheat is five times as dear as in the Middle Ages . But

at a moderate estimate a given amount of labour applied with the corresponding capital to the

same land, would at present raise at least four times as much. In the same way it may be

shown also that improvements in transport and the means of , communication are not neces-

sarily associated with increasing cheapness, in the sense of a general fall of prices. Simi-

larly as regards the influence of great wars, plagues, and famines-the disturbances in
relative prices are very great, whilst the effects on general prices are uncertain . Prin-

ciplea of Political Economy, Vol. III, pp. 59-61 . -
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CHAPTER III. - MONETARY CONDITIONS IN GENERAL,
1890-1913.

The statistics of monetary and financial conditions during recent years
which follow are in two parts. (1) The present chapter is devoted to compilations,
mainly by foreign statisticians, illustrative of general or world conditions,
sufficiently itemized to distinguish tendencies in the leading countries and to
show the position of Canada in its general setting . (2) In Chapter IV is . given a
supplementary and fuller analysis of Canadian monetary and financial statis-
tics, these being of wider application than the Canadian summaries included
in the world series. In both chapters the general method has been to proceed
from the supply of the monetary standard to its various destinations and
uses, with the object of exhibiting the main features of currency and credit
which have been coincident with the rise in prices .

Compilations from different national sources are difficult to secure in any
field of inquiry, and this is particularly so in the case of monetary statistics .
Currency and banking systems are sharply differentiated ; and moreover wide
divergencies rule • in statistical practice . The most extensive collection of
materials bearing on recent conditions is to be found in the various reports of
the National Monetary Commission of the United States, 1910 . The Director
of the United States Mint has also at great expenditure of effort brought to-
gether a body of data that enables the general trend to be observed in a num-
ber of important particulars though no claim is made for invariable accuracy
of detail . These are laid under heavy contribution in the following .

I .-The Production and Supply of Gold, 1492-1913 .'

The review of gold production below is extended over four centuries, for
the double purpose of collating the data with those relating to prices in th e

*The great authority on the production of the precious metals is william Jacob, F .R.S ., whose book
"An Historical Inquiry into the Production and Consumption of the Precious Metals" (London, 2 vols.,
1833), superseded Humboldt's Political Essay on the %ingdom of New Spain, and has remained a classic.

. . Soetbeer's Ifatertiali Totoardi the Elucidation of the Economic' Conditions Aaectiny the Precious Metals,
(translated into English in the United Kingdom Report of the Royal Commissiorq on Gold and Silver,
1877-8, and in the United States Consular Reports for 1887) is no less authoritative. Soetbeer's produc-
tion figures are somewhat higher than Jacob's in the earlier periods . Newmarch (VI, Part VII) had
previously emended some of Jacob's results . The most recent eméndati,on and enlargement of Jacob is
Del Mar's History of the Precious Metals, New York, 1902. Cf . also his History of Monetary Syatema,
New York, 1895 . R: H. Patterson, The New Golden Age, London, 1882, though discursive and partisan,
is interesting .

Among recent authors dealing in a concise and popular way .with gold production and prices, Mr. W.
T. Layton, An Introduction to the Study of Prices, London, 1912, Mr. Geo. E . Roberts, Director of the
United Mint, in his annual report for 1911, Mr . H. H. Brace, Gold Production and Future Prices, New
York, 1910, Mr. J . A . Hobson, Gold, Pricea and WaDes, London, 1913, and Professor Irving Fisher, Why
is the Dollar Shrinking, New York, 1914, may be commended . An earlier book is L. L. Price's Money in
its Relation to Pricee. Still earlier is, of course, Jevon's Investigations in Currency and Finance, the

pioneer and model of statistical essays in this field.

The report of the Director of the IT . S. Mint for 1911 is particularly valuable . In describing the
relative trustworthiness of the statistics assembled therein, the Director says (p. 59) : "In considering
the figures for production, consumption and distribution, tbose,for the holdings of banks and treasuries
are, of course, of first importance, there being no element of uncertainty in them. Next to them in order
of credibility are the figures for production, which for all the more importaqt mining -districts are reported
by responsible authorities . The figures for consumption in the arts must be allowed a larger margin
for error, and have been fully explained . The official statements of the exports and imports of different
countries, which might be supposed to be from trustworthy records, in fact must be used with great
caution, as they are frequently contradictory or inconsistent with more credible evidence . For example,
Austra-Hungary reports importing 64,900 kilograms of gold bullion from Germany in 1909, while Germany
reports exports of only 636 kilograms to Austria-Hungary . The United States customs returns shows net
exporta of $31,309,209 of this country'e gold coins to Canada during the four years 1907-1910, while the
amount of United States gold coin in Canadian reserves increased by $45,856,870 during the same time .

It is generally understood that exports are given a .ese unes surv eillance than imports, and that movements
by sea are more accurately recorded than those between adjacent countries by rail ."
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preceding chapter, and of illustrating the process by which the present mone-

tary stock came into existence . That stock, as will be pointed out more fully
further on, represents an accumulation of the supplies for some time back,
gold as the monetary standard not being subject to destruction like other com-

modities .
In recording the world's gold production, it is usual to distinguish three

periods
: the first dating from the discovery of America to the finds, almost

simultaneous, in Australia and California, in 1848-9 ; the second from 1850 until

the discoveries of the Transvaal and the invention of the dyanide process of

treating gold-bearing ores
; and the third from 1890, the year in which these

last mentioned influences began to be felt, until the present .

First Period.-Prior to 1492, the evidence as to the production of the pre-

cious metals is exceedingly slight . It would appear, according to Jacob, that

between A.D. 14 and A.D. 806 there was a decline from a world's stock of

£350,000,000 to a stock less than one-tenth of that amount . Mining in fact seems

to have entirely suspended for two centuries of this period
. There was some in-

crease in production after the ninth century, but no more than enough to offset

abrasions and losses. The yield fell off considerably during the middle ages, even
from that of the wasteful methods pusued under the Roman Republic and Em-

pire ; and it was not until the conquest of Mexico and Peru by Spain (1519-

1 535) and the opening of the rich mines of Potosi in Bolivia (1546) that any

noteworthy change occurred . In fifty years these new sources approximately

quadrupled the supply in hand, and they continued for some time to pour a

steady stream into Europe . Silver rather than gold was then the monetary

standard, and it was in silver that America was prolific . Table I (based on the

estimates of Soetbeer) shows the production of gold and silver by ten year periods

from the Discovery of America to 1850. It will be seen that in the years of most

active production within this period, which occurred aboût the middle of the
eighteenth century, the highest annual yield of gold was $16,000,000, this being

largely due to discoveries in Brazil.

TABLE I.-PRODUCTION OF GOLD AND SILVER IN THE WORLD FROM THE DISCOVERY

Period.

I
1493-1520 . .I
1521-1544 .,
1545-1560 .,
1561-1580 . .
1581-1600 . .
1601-1620 . .
1621-1640 . .
164 1-1660 . .
1661-1680 . .
1681-1700 . .
1701-1720 . .
1721-1740 . .
1741-1760 . .
1761-1780 . .
1781-1800 . .
1801-1810 . .
1811-1820 . .
1821-1830 . .
1831-1840 . .
1841-1950 . .

Annual average

Fine
oun ce s

OF Ab1ERICA T
(From Soetbeer.)

Total for period .

Fine ounces. Value.

t =
186,470 3,855,000 5,221,160 107,931,00
230,194 4,759,000 5,524,656 114,205,000

273 .596 5,656,000 4,377,544 90,492,000

219,906 4,546,000 4,398,120 90,917.000

237,267 4,905,000 4,745,340 98,095,000
273,918 5,662,000 5,478,360 113,248,000
266,845, 5,516,000 5,336,900 110,324,000
281,955 5,828,000 5,639,110 116,571,000
297,709 6,154,000 5,954,180 123,084,000
346,095 7,154,000 6,921,895 143,088,000

412,163 8,520,000 8,243,260 170,403,000

613 .422 12,681,000 12,268,440 253,611,000
791,211 16,356,000 15,824,230 327,116,000
665,666 13,761,000 13,313,315 275,211,000
571,948 11,823,000 11,438,970 236,464,000

571,563 11,815,000 5,715,627 118.152,000

367,957 7,606,000 3,679,568 76,063,000

457,044 9,448,000 4,570,444 94,479,000
652,291 13,484,000 6,522,913 134,841,000

1 .760,502 36,393,000 17,605,018 363,928,000

152,779,050 3,158,223,000

Fine
ounces.

Coining
value.

Total for pe riod.

t =
1,511,050 1,954,000 42,309,400 54,703 .000

2,899,930 3,740,000 69,598,320 89,986,000

10,017,940 12,952 .000 160,287,040 207,240,00
0

9,628,925 12,450,000 192,578,500 248,990,000
13,467,635 17,413,000 269,352,700 348,254,000
13,596,235 17,579,000 271,924,700 351,579,000
12,654,240 16,361,000 253,084,800 327,221,000
11,776,545 15,226,000 235,530,900 304,525,000
10,834,550 14,008,000 216,691,000 280,166,000
10,992,085 14,212,000 219,841,700 284,240,000
11,432,540 14,781,000 228,650,800 295,629,000
13,863,080 17,924,000 277,261,600 358,480,000
17,140,612 22,162,000 342,812,235 443,232,000
20,985,591 27,133,000 419,711,820 542,658,000
28,261,779 36,540,000 565,235,580 730,810,000
28,746,922 37,168,000 287,469,225 371,677,000
17,385,755 22,479,000 173,857,555 224,756 .000

14,807,004 19,144,000 148,070,040 191,444,000
19,175,867 24,793,000 191,758,675 247,930,000
25,090,342 32,440,000 250,903,422 324,400,00 0

4,816,930,012 6 .227.9 50 .000
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Second Period.-The second division covers from 1850 to 1890. In the first
six years of this period production increased by tenfold. A decline set in after
1857, but it was only during a short interval that the yield since the 'fifties has
fallen below $100,000,000 a year. The annual value of the new gold, which was
$27,000,000 in 1849, rose to $44,450,000 in 1850, to $67,600,000 in 1851, and to
$135,150,000 in 1852.- By 1856, this had increased to $161,250,000 . Between
1860 and 1885, the sum ranged from $90,750,000 in 1874, the low point, to $119 .-
072,000 in 1878, the high point. Table II shows production by five year periods.

TABLE II.-PRODUCTION OF GOLD AND SILVER IN THE WORLD, 1851-1890 .
(Figures for 18 50-1885 from Soetbeer, for 18j5-1890 from 4nnual Reports of G . S . 31int. )

Period .

1851-1855 . . .
1856-1860 . . .
1861-1865 . . .
18 66-1870 . . .
1871-1875 . . .
1876-1880 . . .
1881-1885 . . .
1886-1890 . . .

Annual average
for period .

Fine ounces

6,410,324
6,486,262
5,949,582
6,270,086
5,591,014
5,543,110
4,794,755
5,461,282

Value .

GOLD.

Total for period .

Fine ounces

32,051,621
32,431,312
29,747,913
31,350,430
27,955,068
27,715,550
23,973,773
27,306,41 1

132,513,000
134,083,000
122,989,000
129,614,000
115,577,000
114,586,000
99,116,000
112,895,000

232,532,078

Value .

i

662,566,000
670,415,000
614,944,000
648,071,000
577,883,000
572,931,000
495,582,000
564,474,000

4,806,866,000

Annual average
for period .

Fine ounces

S[L V ER.

Total for pe ri od .

Coining
value .

28,488,597
29,095,428
35,401,972
43,051,583
63,317,014
78,775,602
92,003,944
108,911,431

Fine ounce s

i

36,824,000
37,618,000
45,772,000
55,663,000
81,864,000

101,851,000
118,955,000
140,815,000

142,442,956
145,477,142
177,009,862
215,257,914
316,585,069
393,878,009
460,019,722
5 44 ,577,155

2,395,247,859

Coining L•alue
zilver dollars .

0

184,169 .n00
188,09'2,UW
228,861 , ri10
278,313 .W0
409,322,000
509,256,000
594,773,[ 00
704,074,000

3,096,8 60,000

Third Period.-The beginning of the third or present period is sometiuies
dated from the opening of the Transvaal mines in 1884, but as their total output
up to 1889 was less than $12,000,000 (the world's gold production, in fact, fell
in 1880-89 lower than in any other ten years since the discoveries in Australia
and California) it is preferable to date it from the invention of the prusso-
cyanide process, which in view of its results both in the Transvaal, where it
was first applied, and in practically all gold mining districts of the world, must
be regarded not only as an epoch-making event in the history of gold, but as one
of the greatest achievements of modern times . The process enables the gold to
be won from the low-grade pyritic ore found in the blue hard rock . In its per-
fected form, it was first brought forward in 1891 . Concurrently the gold-
dredge performed a like service for the placers ; at a cost of from 3c to 6c a
cubic yard, auriferous gravel can now be stripped of its precious contents where
labour of many times the value was previously required.* Since these inventions,

*Cf. the annual report of the Director of the United States Mint, 1911, p . 46, Cf. also Meade, The
Story of Gold, and De Launay, The World's Gold.

The method by which the gold is obtained is of more than technical interest . Hobson (G9td, Pr+eea
and Wages, Chap . III) discusses the point : "A short cut is sometimes employed to prove the increased
supply of gold to be the cause of rise of prices . All economic articles, it is said, exchange with one
another in ratio of their marginal costs of production. This must apply to gold as an article which ex-
changes against (or purchases) general goods. If the marginal cost of producing an ounce of gold has
been reduced, while that of producing general goods has not been correspondingly reduced, an ounce of
gold must purchase a less quantity of general goods than before, i .e ., prices must rise. . . A lowering
of the cost of producing gold, as compared with the goods produced in other industries will by making
eold-mining more remunerative than those others, draw capital and labour into it in larger quantities . . •
This will bring about an increased output of gold, a reduced output of goods . Thus prices, the snpplY
of gold being increased more than the supply of goods, must rise, until the cost of producing marginal
gold is once more equalized to that of producing general goods. The introduction of the cyanide process
in usually adduced as the chief instrument for the lowering of the marginal cost of gold production .
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and especially the first, the output of gold has been markedly and almost contin-

uously greater'from year to year
. 'Beglnning at $118,000,000, in 1890, it passed

$200,000,000 in 1896, went beyond $300,000,000 in 1899, exceeded $400,000,000

in 1905, and reached $460,000,000 in 1911 . The returns from year to year are

presented in Table III and Table IV, Table III showing the aggregate amount
and value of gold and silver production by years, and Table IV showing the
sources of the gold supply by countries from year to year since 1910 and at

five year intervals between 1890 and 1900 .

TABLE III
.-PRODUCTION OF GOLD AND SILVER IN THE WORLD SINCE 1890 .

(Estimatea of U.S. Mint.)

GOLD. SILVER .

Calendar Years . Rate Commercia l

Fine ounces . Value . of Fine ounces. value .
increase.

320,19 46 130,650,000 _+ 10 137,170,919 135,500,200
1R~1 ,

26609 47 146,651,500 +12 153,151,762 133,404,400
1S92 .-- ,,

81 16187 157,494,800 + 7 65,472,62 11 129,1 9,900
1893 . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ,,

764,3628 181,175,600 +15 164,610,394 104,493,000
1894 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

:

,
19061 59 198,763, 000 + 8 167,500,960 109,545,600

. . .189à . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ,,
9147539 202,251,600 + 2 157,061,370 105,859,300

1896 . .- . . . . . ,,
06 842011 236,073,700 +17 160,421, 08 2 96,252,7

1897 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ,,
80687 713 286,879,700 +21 169,055,253 99,742,60 0

1899 . . . . . . . . . . . . . . . . . . . .
18qq

,,
14,837,775 306,724,100 + 7 168,337,453 101,002,600

. . . . . . . . . . . . . . . . . . . . . . . . . .

1900 ,,,,,,,,,,,,, 12,315,135 254,576,300
2 90060

-1 7
+ 3

173,591,364
28301 1173

107,626,400
103,806,700

1901 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,625,52 7

6£ 014 353

,2 ,99
296,737,600 +14

,,
162,763,483 86,264,700

1902 . . . . . . . . . . . . . . . . . . . . . . . . . .•. . . .• . .

. . . . . . . . . . . . . . . . . . . .1903 . .

, ,
15,852,620 327,702,700 +10 167, 689,322

6

90,552,200
30095 233. . . . . . . . . . .

1904 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,804,372
45 118 396

347,377,20 0

380,288,700

+ 6
+10

164,195,2 6
172,317,688

, ,
105,113,700

1905 . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . .

1906

, ,
19,471,080 402,503,000 +- 6 165,054,497 111,721,100

. . . . . . . . . . .. . . . . . . . . .
1907 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,977,260

244
412,966,600

900442 476

+ 3
+ 7

184,206,984
131,40 4203

121,577,100
108,655,100

DOS__ . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1909

21,422 ,
21,960,303

, ,
454,145,700 + 3

,

2 10,453,431 109,44S,200
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1910 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . 22,022,18 0
21 322 353

455,239,100

462,082,300

. . . .
+ 2

221,715,673
226,202,923

119,727,000

122,143,800
1 4 11 . . . : . . . . . . . . . . . . . . :. . . . . . . . . . . . . .

. . . . . . . . . . . . . .1912

, ,
22,549,335 466,136,100 + 1 224,310,654 137,883,80 0

. . . . . . . . . . . . . . . . . . .
1913 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,036,O4 9 455,533,518 - 2

351, 471,£35 17,205 .422,615 I

Great as these increases are it is to be noted that the rate of increase has been

falling . (See col . 3 of Table III .) For the decade 1890-99 it was 9 .7 ; for the

de~ade- 1900-1909 it had dropped to 4.3, or one-half. *

The cyanide process indisputably tended to allow the pro fi table working of lower grades of ore than it

previously paid to work, But if each increased output thus automatically brought about a rise of general

prices, that rise itself must act as a check upon the further working of lower grade ores, for it will have

increased the price of the machinery, stores, fuel, and presumably the wages which constitute the cost of

w orking the go'.d . Thus, unless we
assume a continuous series of technical improvements in mining pro-

cesses, we cannot account for a continued acceleration of gold output . 'But,' it will be replied, 'the

accelerated output is not in question : it is an admitted fact .' That is true. But whether it follows fLom

a reduction of marginal cost of production is not so certain
. If gold were an ordinary factory or labora-

tory product, a cheaping of any process wouid cheapen the production of all parts of the supply
. But

this is not the case where an improvem'ent in agriculture or in mining simply lowers the margin of pro-

duction, letting in a certain amount of new supply from inferior sources
. There will be some increase of

snPPly and therefore some effect on prices, but that effect should be smaller in the case of gold than in
other articles and sooner exhausted, because of the reaction of the rising prices upon the costs of

working

the entire industry
. The discovery of new rich mines or layers of ore must probably be held to be a more

effective cause of t4Ie increased output than the lowering of the margin of production . In truth, so far

ss the effect in raising prices is concerned, it matters not how the enhanced supply is got
-, whether by lower-

ing the margin or by an extension of higlrgrade ores ." Cf. also J . S . N icho'son, Principles, II, chap . XIV .

*Mitchell, Business Cycles, 279 .
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As to the outlook for gold production, this must be left to geologists . Ac-
cording to De Launay, the discovery in increasing quantities of low grade ore
(on the abundance of which the future of gold is under present conditions de-
pendent) may be expected with some confidence, gold in minute partiels occur-
ring almost everywhere . The danger of prognostication, however, is always
great :,witness the predictions of the eminent geologist Suess in 1892 that the
prospects of an increase in gold production were of the slightest . The output
of the Witwatersrand, it may be noted, has been declining during the past twelve
months at a rate that would indicate a decrease of at least $10,000,000 in the
next annual total.§ ,

§Figures for the first six months of 1914 are:-

Transvaal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Rhodesia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
West Africa . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total . . . . . . . . . . . . . Africa . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

191 3

S 95,917,502
6,950,549
4,216,577

1914

S 84,475,127
8,222,877

. 4,048,26 1

Australaeis . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
British India . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .r . . . . . . . . . . . . .

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$107,084,628

25,027,758
5,943,84 5

$138,056,231

= 96,746,265

24,581,274
6,108,1 7 1

$127,435,710

In 1908 de Launay, in The World's Gold, wrote : "For at least thirty years we may coaat on sn
output of gold higher than, or at least comparable to, that of the last five years ."

Irving Fisher on the future gold supply says : "If we let imagination run a little ahead of our
times, we may expect improvements in the future, just as in the past . Still lower grades may be
worked or possibly the sea compelled to give up its gold . . . . Besides the actual increase of gold there is
a virtual increase through the release of Oriental boards. We may, I believe, expect such a release of
Oriental boards in future . . . In the future we must reckon with a lessening tendency to hoard. Just
as with the introduction of banking, hoarding long ago went out of vogue in England, and more recently
in France, so it must surely, if slowly, go out of vogue in India and Egypt. . . The transformation will
take place as these countries gradually introduce Occidental banking . Already there is a rapid growth Ofbanking in these countries." Why is the Dollar Shrinkinp, pp. 210-212 .



COST OF LIVING 80 5

TABLE IV.-PRODUCTION OF GOLD BY COUNTRIES, 1910-1913, AND AT FIVE YEAR INTERVALS,

1890-1910 .

Compiled from reporta of U. S. Miat.

I

@evxra7, *1913 1912 1911 19101 1905 1900 1895 1890

i i i i f i s s

NoRTE AMEBSCI-

02 330188 451 50093 00 089096 269,10096 88,180,700 79,171,000 46,610,000 32,845,000
IInited States . . .

Canada

,,
300,00015

,,
12,648,800

,,
9,762,100

,
10,205,800 14,486,800 27,880,500 1,910,900 1,666,00 0

. . . . . . . .

Me3ieo . . . . . . . . .
,

17,500,000 24,500,000 24,880,100 24,910,600 15,261,200 9,000,000 6,000.000 767,000

834 20 07 600 1211 850 40053891 90 0189175 100329113 8,671,900 44,554,900 10,256,100
AFRICA . . . . . . . . . . . ,20 , , , ,, ,, ,,

AusrRAr.ASIA . . . . . 53,917,450 55,509,400 60,184,200 65,470,600 85,926,500 73,498,900 44,798,300 29,808,00 0

Eosora (other) 3,650,000
-A u a t r i a

Hungary . . . . . • • • . • • • • • • 2,043,200 2,185,100 2,172,600 2,457,400 2,141,900 1,989,000
23 000

Franee . . . . . . . . . 1,890,000 1,812,100

100 ,78

1,812,100
10078

1,707,100

62,900
. . . . . . . . . .

66,700

. . . . . . . . . . .

66,000

. . . . . . . . .
2,223,100

,
t1,398, :i0 0

Germany . . . . . . .
Great Britain . . .

.
- . ~ . • . . .. • •••••• '

,

27,800

,
39,600 39,600 112,700 276,200 107,000 3,000

300140
Italy . . . . . . . . . . . . . . . . . . . . . 11,000 44,800 29,600 44,000 35,200 117,000 ,

Norway . . . . . . . .
Portugal : . . . . . .

. . . . . . . . . .

. . . . . . . . . .
000 00 030

. . . . . . . . .
2,300

00019922

. . . . . . . . :
2,400

60015 132

1,400
2,80 0

579 60035
. . . . . . . . . .
22,291,600

4,700
20,145,500 28,894,400 23,458,000

Ruasia . . . . . . . . .
Servia . . . . . . . . . .

,,
. . . . . . . .

,,
251,100

,,
152,100

,,
. . . . . . . . . .

6008Spain . . . . . . . . . .
Sweden . . . . . . . .

.. . . . . . . . .
. . . . . . . . . .

.
20,300 2,000

. . . . . . . . . .
2,000

. . . . . . . . . .
36,700

,
58,800 52,500 58,~

Turkey . . . : . . . . . . . . . . . . . . . 500 500 500 6,000 14,000 8,00 0

Somv AMEaIaA-
Argentina

12,975,000
: 107,300 289,0 00 173 100

-
5,500

•
43, 00 315,000 82,000

. . . . . .
Bolivia

. . . . . . . ..
. . . . . . . . . . . . . .

.
,90 021 332,300 67,000

. . . . . . . . .
Chile : . . . . . . . . . .

. . . . . . . . . .

. . . . . . . . . .
. . . . . .

175,000 362,500 463,600 948,500 1,627,600 1,407,600
1

1,436,60 0
300445

Brasil . . . . . . . . . . . . . . . . . . . . 3,570,60 0
1 700

3,834,500

167 8003

1,954,700
370 0003

2,044,600
0005842

3,330,300
1,194,900

9,50 02,2
2,892,800

,

3,600,000 ,
Colombia . . . . . . .
Ecuador . . . . . . . .

. . . . . . . . . .

. . . . . . . . . .

,2,9 7
406,500

,,
276,800

,,
249,200

,,
188,500 107,700 68,400

Peru . . . . . . . . . . . . . . . . . . . . . 492,200 492,300 455,900 472,400 1,085,200 63,800

Uruguay . . . . . . .
Venezuela . . . . . .

. . . . . . . . . .

. . . . . . . . . .

111,000

623,500

70,600
364,800

91,60 0
340,500

50,000

171,400

30,800
593 .500

27,200
.500

GmAxA-

British 800879 892,000 1,192,700 1,690,700 2,035,900 2,213,100 1,125,000
. . . . . . . . .

Dutch . . . . . . . . .
. . . . . . . . . .

. . . . . . . . . .

,
407,300 523,400 792,600 632,500 576,400 - 487,800 . 444,200

000548
French . . . . . . . . . . . . . . . . . . . 3,050,600 2,229,100 2,229,100 1,806,400 1,580,700 2,605,200 ,

Central America. . . . . . . . . . . . . 3,030,400 3,360,400 4,657,400 1,513,400 500,000 470,500 150,000

Asli,-
British India 150 00012 70 005511 11,054,100 10,718,000 11,655,000 9,435,500 4,656,200

. . . .
China . . . . . . . . . .

, ,
3,650,000

,,
3,658,900 3,314,600 3,658,100 1,776,100 5,574,400 3,521,000

East Indiee. . . . .
British .

4,850,00

. . .

0
. 1,352,000 1,339,400 1,446,80 0 1,485,400 571,40 0

. . . . . . . .
Dutch . . . . . . . .

. . . . . .

. . . . . . . . . . 3,387,100 3,387,100 3,387,100 1,414,500 435,00 0
.

Indo China . . . . .
Japan

. . . . . . . .
350 0 07

. 74,700

467,0000 4

74,70
4,118,60

0 55,00
0 3,903,60

0
0 3,330,300 1,104,300 519,100 - 507,700

. .,,,,,,, ,
Korea . . . . . . . . . .

,,
2,852,60

,
0 2,852,600 2,889,40 0 4,399,100 2,250,000 4,500,000 699,200 750,000

Siam . . . . . . . . . . . . . . . . : . . . . 56,500 56,500 56,500 48,600

1001 6 939 70161 239 IO01155 289,200 255,634,500C376 200,406,000 118,848,70C
Total .,, . . .,, 463,312,67 ,33 466, ,, , ,

69,000
93,500

1,670,000

2,000,000
5,330,000

*Eatimated by the Engineeri ng and Mining Journal, New York .

t lncludee figures for Austria - Hungary .
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Summary.-The following summary of product?on* will be useful in addit-
ion to the totals above :

GOLD.

Ounces.

1492-1810 (317 years) . . . . . . . . . . .
1811-1850 ( 40 years) . . . .- . . . . . .

1851-1870 ( 20 yeara) . . . . . . . . . . .

1871-1895 ( 25 years) .. . . . . . . . . . .

1896-1913 ( 17 years) . . . . . . . . . . .

Total ; . . . . . . . . . . . . . . . . . . .

i-1913 not included .

120,401,107
32,377,943
125,561,276
146,363,625
290 ;122,963

714,826,914

Value .

2,488,912,000
669,311,000

2,595,996,000
3 .025,604 ,900
6,450,687,718

15,230,511,618

Ounces .

SILVER .

4,052,340,320
764,589,692

680,187,904
2,502,966,611
3,103,519,130t

11,103,603,657 t

How great has been the extent of the recent rise, the diagram herewith will
show, covering as it does the years of the low decade, 1880-89, and thus indicatin g

GOLD PRODUCTION, 1880-1913 .

.1500
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~._ .1~ .. . t- : .3 .. 1

+~ .. . .

-j. .'1--r .- #._,.

4

4
l ~

Value.

5,239,390,000
988,560,00(1
879,435,000

2,829,488,100
1,822,610,300t

• 11,759,483.400 t

A
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if 00

3S0

300

zSo

200

/f0

{

/0 0

o

the level with which the present output more immediately contrasts, as well as
the steps of the ascent . Roughly, the amount of gold produced in the last twent y

•Soetbeer notes the varytng proportions of gold and silver in annual production as follows :

GOLD SILVER .

1500 . . . . . . . . . . . . . . . . . . 11 89

1600 . . . . . . . . . . . . . . . . . . 1 98

1700 . . . . . . . . . . . . . . . . . . 3 96

1800 . . . . . . . . . . . . . . . . . . 1 98

1850 . . . . . . . . . . . . . . . . . . 18 81

1860 . . . . . . . . . . . . . . . . . . 14 85

1870 . . . . . . . . . . . . . . . . . . 8 91

1880 . . . . . . . . . . . . . . . . . . 5 95

14 }Ï] 'nI[ii o

An article by J . D . Magee in the Journal oJPoliticof Economy, January, 1910, has a careful digest of gold production
figures to 1905, with useful summary tables .
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years is about half of the total production since the discovery of America, is
five times as great as the production'between 1800 and 1850, and is well in excess
of that_of the forty years following the Australian and Californian discoveries.

The recent rise differs from the Australian and Californian phenomenon in that
it has been gradual, increasing to a climax, whereas the former was sudden, fol-

lowed . by a process of tapering off .

Interpretation of production figures . - Gold Stocks .

Statistics of gold production cannot, of course, be directly applied to the

prices situation .

In the first place, not all the gold yield goes for monetary purposes : a con-

siderable amount is annually consumed in the arts and industries, and the well
known propensity of the East, especially India, to absorb and hoard the precious

metals must be taken into aceount . The metal which goes to satisfy these dis-

tinctly ~non-monetary uses is of no more influence on prices than so much worth

of iron or wheat . The monetary uses of gold, which alone are of concern here,

are divided as already seen (Chap . I) under two heads, (a) the currency, and
(b) the reserves of banks and government treasuries on which note circulation

and the general structure of credit are based . *

But there is a second consideration which, as already hinted, is highly im-
portant to have mind in approaching the question of the relationship of gold
production to prices in any particular year or period . The consideration is

that gold in so far as it is the basis of the currency or of credit is not sub-
ject to destruction like other- commodities, except to the insignificant estent
represented by losses from the pocket, abrasion,§ shipwreck, etc. Hence in

-considering the effect on prices of the gold production of any one year or
period, it is essential that the volume of production be considered relatively not
to that of preceding or recent years, but to the total stock of gold in existence

as the result of all previous production . For example, the $456,000,000 produc-

tion of 1913 must be considered relatively to the existing stock remaining of the
$14,800,000,000 which represents the total production of the world up to tha t

*The order mentioned is not intended to suggest the order in which the different demands on the

gold supply are satisfied. C.iffen (Nineteenth Century, XXVI, 890) criticises the quantity theory as "pro-

ceeding on the assumption that there is a pool of money into which a balance of the precious metals falls

after other uses have been satis fi ed, and that prices rise or fall proportionately with an increase or

diminution of the pool ." The money demand he inclines to place first. Kemmerer, however, (Money,

etc., p . 48) is of the opinion that it is no more correct to say that the money use is first satisfied than to

say that the merchandise uses are fi rst satisfied . "Each use has its marginal utility, and the metal is con-

tinually passing from one to the other, while the new
. snpply is apportioned between the two uses in such

a way that it will yield the highest utility ." And again : "the new supply of gold will find itself com-

peted for by two di ff
erent classes of demands, the monetary demand and the merchandise demand . The

new €old will flow into that use where its marginal utility is the higher, and this higher
marginal utility

will vary back and fo rth between the monetary and merchandise uses
. Both uses are capable of absorb-

ing the new metal in practically unlimited amounts ."

Soet be er, hfateriata, says : "The use of the precious metals as money has always been by far their

most important use in civilized countries, and has been the foundation of their
gr eat value . Side by side

with it, however, has continued _ their -use for plate, for ornament, and for various purposes in the arts .

The transition from one use to another has been constant
. Large quantities of coins and bars are con-

tinua6y withdrawn from use as money ; and, on the other hand, go ;d, silver plate, and ornament are

frequently melted in order to be turned into money ." •
abrasion of coins

4Varions estimates of the loss of gold incuré through
cal nlatedetheeaverage annual

estimates it at one-eighth of one per cent per y

abrasion of sovereigns as equal to one-third to one-fou rth per thousand . Soetbeer and Sir R . H. Inglis

Palgrave have also made inquiries
. De Launay estimates that a gold coin would disappear in about

eight thousand years. Cf. also Newmarch, VI, p. 148, and Taussig, Quarterly Journal of Econornioa, XXVII,

P . 413. The question was
more important in former times than at present, when the principal use of

coin is as reserve against paper money
. In the re-coinage of go~d coins to the value of $37,091,378 during

the years 1890 to 1910 inclusive, the United States Mint found that losses from abrasion amounted to
$375,23b .
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date, and not merely to the $466,000,000 production of 1912, or even the $4,000 ;
000,000, production of the preceding decade .¢ This considerably reduces the
overpowering effect of the production figures of 1890-1913 just set forth, which
at first glance, as has been aptly said, "almost bludgeon the understanding"
into abandoning search for any further cause of the rise in prices. Thus in com-
paring the money supply and price movements during the sixteenth, seventeenth.
eighteenth and nineteenth century it is preferable to use statistics of stocks like
the following* rather than production figures, though the latter are, of course,
a valuable indication :

DATE .

1500 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1600 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1700 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1800.- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1808 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1838 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1850 . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . .
1870 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1876 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1893 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1896 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1900 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

STOCK .

(In millions of dollars . )

170
:i:i 0

1,450
1 .850
1,900
1,3C0
2,000
3,600
3,7(X)
3,700
4,n(kl
5,s90

It may be added here, in antiQipation of detailed figures further on, that
the United States Mint has estimated (from returns of banks, treasuries and
mints of the leading nations) the total stock of gold in 1912 at $8,480 millions .,

§"The supply of gold consists primarily of all the mass of the precious metals which has been stored
up during the world's previous history. When there is a new influx from the mines, it merely augmeuts
the ancient supply, which has been continually added to from the earliest times . . . . And each sub-
sequent increment of a given amount is a less and less percentage of it, so, in the latter part of a great
influx of gold, the effects of additions grow smaller and smaller . . Brace, Gold Production and
Future Prices, p . 112 .

"Writers have usually treated the fall in the value of gold as if it were a remote event that would
happen suddenly after the accumulation have become great. Chevalier's theory about the parachute has
contributed greatly to nourish and support this notion . Nothing, however, can be more mistaken . The
most sudden fall must occur at first, and the value of gold will fa :1 more and more slowly as time gets
on, and the total accumulations of gold grow." . . . Jevons, Investigations in Currency and Finance,
p . 64.

"It is often taken for granted that as soon as the gold production begins to subside the price level
will begin to subside also. This is a lross error. The price level does not depend directly on the rate
of gold production, but on the stock of gold and other money. The question is not one of an increasing
or decreasing annual production of gold . The inflowing stream of gold is of significance only as it affects
the contents of the reservoir into which it flows . ' A lake does not cease rising the instant the fresl et
filling it reaches its maximum flow. The lake will continue to rise so long as the inflow continues greater
than the outflow. This is often long after the inflow has passed its maximum." Fisher, American Ecouomic
Review, September, 1912 .

Newmarch in making his estimate (1856) of the effects in the Californian Gold Discoveries ennmer-
ates the following questions which must be answered as preliminary to any final statement :

(1) The quantity of gold and silver existing in various forma in Europe and America-that is to sap,
in the principal commercial countries of the world--at the close of 1848, or immediately prior to the
appearance of the large additions to the former annual supplies of the Precious Metals ; and also the
quantity of gold and silver existing at some date prior to 1848 .

(2) The average annual production of gold and silver in the different parts of the world, at the
same date, 1848 ; and also at a prior date-and the most appropriate date to be chosen will be the open*
ing year (1800) of the present century .

(3) The total produce, year by year, since 1848, of the gold regions in California and Australia-
(4) The total coinage of gold and silver, year by year, since 1848, in England, France, and the

United States .
(5) The percentage ratio, year by year, since 1848, of the annual supplies of new gold to the total

stock of gold existing in Europe and America at the commencement of each year .

*Compiled by Fisher (Purchasing Power of Money, pp . 237 and 239) from Jacob, Soetbeer and Del
Mar.
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the similar 1ltint estimate for 1900 being $4,906 millions . This shows a, rise in

stocks of appro$imately 72 per cent since 1900, while annual production has

gone up 83 per cent. The 1913 output therefore amounted to about 5 per cent

of the stock in hand . Approximately the same final result is obtained by de-
ducting the consumption and hoarding statistics given on subsequent pages
from the production figures and adding the result to the estimate in the above

table for 1900 . §

it is with the phenomenon of this recent growth in monetary stock and in
the component parts thereof - in other words the destination of the late re-
markable gold production among its different uses, - that the immediate inquiry

is concerned. And here it will be well first to eliminate the non-monetary ele-

ment . *

gThe 5 per cent accretion is gross. Allowing for the non-mone'ary demands ( from manufactu rers

and from India) the accretion available for currency and reserves is about 3 .3 per cent .-certainly a low

figure if the normal growth in trade and money-work is considered. This, however, is further very ma-

terially diminished on the basis that gold going into reserves is to a degree inoperative on prices .

- Hobson ( Gold, Prices and Wages, p . 24) has the following argument on this point : 'The total

quantity of money functioning during a year is comprised of the gross incomes or rece ipts of all the

members of the community plus any new supplies of gold and credit . Now the net income of the British

nation alone is roughly computed to be £2,000,000,000 . This at a very moderate estimate would imply

a gross national income of £10,000,000,000 . This sum of money, received within the year as the pri ce

of the various goods and services, is the main supply of money expended and op
figure ecan be

it must rightly be added a large quantity of bank credit . But sinee no even approximat

e givenfor this, and its origin and mode of creation are not yet discovered, let us leave it out of our

account, and look only to the quantity of money consisting of gross income . Suppose, once more (a most

generous supposition), that the gross income of this country were one-tenth of the gr oss income of the

whole world, this would'give £100,000,000,000 as the quantity of money operative for a year . To this

sum there has been added from an extraneous source the gross income of the gold mines, an amount of

267,000,000 . The gross income from gold-mining will have precisely the same amount of in fl uence on

general prices as the same gross income got from the textile or metal industries . The effect would be an

increase of the aggregate quantity money to the extent of 67/100,000. The in fl uence upon prices

would thus be considerably less than 1/1000 or 1/10 per cent. The actual influence of this addition to

money in raising prices would of course be much less, if allowance were made for the increase of goods

which has been going on." -

Mr. J . M . Keynes replies to this ( Economic Journal, XXIII, 394) : It seems almost incredible that

Mr. Hobson should have convinced himself by such an argument . It appears to be based on the assump-

tion that no new coin can be used more than once ; but it depends, I think, in Mr Hobson's mind on an

earlier and rather obscu re argument that new money only influences prices the first time it changes

hands

. Brace ( Gold Production and Future Pri cea, p . 55) compares recent conditions with those which

followed the Australian and Californian discoveriea thus : "Taking the estimate of Moody's Magazine,

we find that the stock on band in 1850 was $1,606,400,000 ; and the production for the next decade as

estimated by the United States Mint was $1,332,981,000, or an amount equal to 82 per cent of the stock

at the beginning of the decade. In 1898 the world's visible supply of gold was $4,614,600,000, and the

production for the next ten years , was $3,420,111,228, or 74 per cent of it . Thus it is seen that com-

paring the production of the two decades with the stocks on hand at the beginning of each, the production

in the decade 1851-1860 was, comparatively speaking, the greater . The recent increase in production is

important, but it does not appear to be relatively as important as the sudden production from the placer

mines in the middle of the nineteenth century."

""The production of the precious metals has to be compared with their consumption, or use ; the

statist.ics of the latter are equally important
. In general, there are three kinds of consumption of gold or

silver in civilized countries : First, coinage and other monetary use ; second, consumption in the arts, for

ornament, and for various purposes in industry, in manufactures in the fine arts-all to be included

under the term "industrial use" ; third, net export to regions outside the civilized countries . Over and

above these various kinds of consumption, we assumed in earlier publications the existence of a latent

reserve in the possession of eivi :ized countries . We were compelled to resort to this expedient in order

to explain the discrepancies which appear for specific periods between the production of gold and its use,

a discrepancy which remained after the most careful investigation . By this term latent reserve we mean

those quantities of the precious metals which are neither in circulation nor a reserve for credit obliga-

tions, which are not used as plate, ornaments, or for any direct use, but a re retained for the time being

without any real use. In this category we must place coins no longer legal tender in the hands of private

persons, relics of coin in countries having a depreciated paper money, hoards of coin in general, and
articles of gold or silver which are not used, and are kept more or less hidden

. This latent reserve is,

of course, not a fi xed amount, but increases or decreases in every qp untry from time to time. As indus-

trial conditions change, new amounts flow into it, or are taken out of it, for circulation or for use in the

arts. The coin in the hands of mine owners or of speculators belongs, for the time being, to the same

category :'-Soetbeer, Jfateriata.
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11.-Destination of Recent Gold Production .

(a) Non-Monetary Uses - Consumption in the Arts and Hoarding .

(1) Gold used in the'Arts.-The most distinguished investigator in this
field has been Professor Soetbeer of Goettingen, who carried on a series of in-
quiries between 1881 and 1890 . In his first estimate, (1881), Soetbeer placed the
annual consumption of the principal countries of the world at approximately
$55,800,000. Four years later he raised this amount to $59,800,000, and again
in 1891 to $66,460,000 or to $79,752,000, if exports to British India were in-
cluded. Since Soetbeer, attempts in a similar direction have been made by
Haupt in France, Lexis in Germany, Sir Hector Hay and others in Great
Britain, and by the Mints of several countries . Perhaps the most comprehensive
figures are to be found in the reports from year to year of the Director of the
United States Mint . Summing up his totals, which are "confessedly incon-
sistent and unsatisfactory~ in many respects," the world's industrial consump-
tion of gold since 1890 may be stated as in Table V :

TABLE .V.-WORLD'S INDUSTRIAL CONSUMPTION OF GOLD, 1890-1912 .

CALENDAR YEAR.

1890 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1891 . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . .
1892 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1893 . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . .
1894 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1895 . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . .
1896. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1897 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1898 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1899 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1900 . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . .
1901 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

VALUE.

$50,000,000
50,000,000

50,000,000
50,517,300
52,520,200

59,080,800
59,730,200

59,940,300
65,576,200
73,262,100
76,291,600

79,417,600

CALENDAR ]'EA R

1902 . . . . . . . . . . . . . . . . . . : . .. . . . . . . . . .
1903 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1904 . . . . . . . . . . . . . . : . . . . . . . . . . . . . . .
1905 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1906 . . . . . . . . . . . . . : . . . . . . . . . . . . . . . .
1907 . . . . . . . . . . . . . : . . . . . . . . . . . . . . . .
1908 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1909 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1910 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1911 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1912 . . . . . . . . . . . . . . . . . . . . . . . . . . . .

.Total . . . . . . . . . . . . . . . : . . . . . . . . .

i 75,865,100
74,556,200
77,845,0(i0
82,975,200
93,145,900
97,168,600
88,572,300

100,506,100
111,848 .500
114,272,700
124,100,000

VALUE.

$1,767,191,900

It will be seen that proportionally to production, the use of gold in
manufactures is declining. For the seven years 1895-1901 it was 27.1 per cent,
and for the seven years following, 25.3 per cent. §

*The U . S. Mint's estimate by countries of the consumption of gold and silver
in the arts during the calendar year 1912, exclufling Asia and Africa, is given
in Table VI : ,

¢De Launay thinks that the indusfrial consumption averages somewhere between 40 and 50 per cent
of the annual output, but believes that for several years past the industrial uses have been- absorbing a
decreasing amount. (The World's Gold, pp. 176-7 . )

Some of the gold used in the arts returns to mints and assay offices. See U. S . Mint Report for 1913,
y . 105, column 6.
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TABLE VI .-Q6ORLD'S INDUSTRIAL CONSi XIPTION . 1912 .

COUNTRY. GOLD . SILVER.

United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .1
.

Gerr^any . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

United Kingdom . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . :
. . .

:. . . . . . . . . . . .
France . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Switzerland . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Austria-Hungary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Russia(Including Finland) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Italy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..

Belgium and the Netherlands . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ••-

Denmark, Norway and Sweden . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . -Spain and Portugal . . . . . . . . . . . . . . . ---~--•-•~~•-~-~

Australia and New Zealand . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .- . . . . . . . . ._ . . . . . . . . . . . . . . . . . . . . .

Other Countries of Europe and Americas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total . . . . . . . . . . . . . . . . . . . ... . . . . . . . . . . . . . . . . . . . . . .

35,800,000
20,000,000
18,000,000
17,500,000
8,000,000
5,000,000
5,000,000
3,€000,00
3,000,000
1,000,000
1,800,000
2,000,000
2,500,000
1.000,000

124,100,000

Fine ounces

20,000,000
10,0tx1,000
10,000,000
9,000,000
2,000,000
2,000,000
4,000,000
1,500,000
5,000,000

600,000
1,000,000

900,000
900,00 0

1,000,000

67,900,000

(2) Exports to Asia and Afi-ica.-The foregoing estimate of consumption
in the arts purposely omitted Egypt and the Asiatic countries, it having been
found impossible to distinguish the amounts taken by these conntries for cur-
rency and hoarding from those used in manufactures. A large part of the gold
and silver that goes to these countries apparently disappears altogether, being
withdrawn in effect from the monetary stock of the world . India, for example,

has proved a veritable "sink" for precious metals . Recently, this drain, always

great, has increased in volume . The Director of the U . S . .lTint adds on this

point :
"It may be questioned whether the economists who are expressing fears as

to the effects that may result from the production of gold at the present rate are
a«-are of the amount of metal taken by India since the gold standard was de-
finitely established and the Government began to pay out sovereigns freely .

That occurred in 1900 . For the ten-year period, 1890-1899, the net imports plus

the country 's own production were $135,800,000 ; for the British fiscal year
ended March 31, 1911, they amounted to $9G,487,000, or about one-quarter of the
wolyd's production after the industrial consumption was provided for . If this
ability on the part of India to take and pay for gold proves to be permanent it
is apparent that there will be no oyer-supply to trouble the rest of the world . "*

In Egypt, lloarding- is extensively practised, and, the country has been
steadily and somewhat m,ysteriously absorbing gold . Japan, which adopted the

gold standard in 1897, has been accumulating gold moderately since . The 'Mint_

estimates that for three or, four years past Asia has annually absorbed $50,000,-
000in gold. Sir James Wilsont estimates the Indian drain duriug 1900-1910
at £82,000,000, or more than one-tenth of total production, and Sir David Bar-

bourtt at £20,000,000 annually . §

*Annual Report, 1 9 11, page 54 . The remark of Cairnes (Essays, p . 79) may be recailed: "The

stream which rises in the gold regions of Australia and California flows through the currencies of the

United States
and Europe and after saturating the trade of these countries finally loses itself in the

hoards of China and Hindustan ." Cf. also Tevoti s, Journal of the Royal Stacisticad Society, XXVII, p . 307 .

Soetbeer compares this modern
drain with that caused by the burying of coin during the u-ars of the 17th

century.

tLayton, p . 84 .

ttGold Supply and Prices, p . 83 .

4"Two facts regarding boarding have an import ant bearing : ( 1) Money thus hoarded is not ex-

changed for commodities ; ( 2) the proportion of the circulating medium which is hoarded from time to
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(b) Jlonetary Uses.

Preliminary to the presentation of statistics as to the monetar!Y use of
gold reference may be made to • two distinctly recent developments

: As al-ready noted, several of the most important trading countries in the world
adopted the gold standard between 1870 and the beginning of the present
rise in prices. Since that rise set in, Venezuela and Costa Rica (1896), Japan,
Russia, and Peru, (1897), Equador, (1899), India (1899), and Mexico, (1905),
have adopted the gold standard, while Argentina, Uragnay and Brazil 4ave
taken substantially similar action

. South America alone took $343,000,000 dur-, ing 1900-1910 for purposes of monetary reform
. - China, the Straits Settlements,

Bolivia, and the Central American States (except Costa Rica and British Hon-
duras) are the only countries remaining on a silver basis. This greatly increasesthe demands upon the gold supply

. The second condition, which is of the opposite
effect, is the extension of the organization of credit

. It is impossible to measurethis, but that it has been marked is conceded
. Especially has the technical ap-

paratus of international finance been greatly improved, as was illustrated by the
pouring of gold by England into•America during the crisis of 1907, which gold
was in turn obtained in large part from France

. The growth in bank deposits in
various countries attests no less the extension of the machinery of credit . Asalready stated, this involves economy in the use of coin by the enlargement of
the body of work a given amount of gold reserve will perform, §

The Monetary uses of Gold are two
: as currency, and as credit reserves.

Before discussing these separately, it may be well to present two series of sum-

mary tables for the period 1890-1910 that will indicate their relative importance

time I. any country is not constant ; on the contrary, it varies with all the influences which affect thatmost intangible and volatile, yet influential something, which we call business con fi dence . It, within theperiod of time taken as a unit, pa rt of the money of a community is not exchanged for commodities, andif, further, the proport ion of the whole, represented by this pa rt is extremely variable, it may well be askedwhat becomes
of the quantity theory of money, which declares that, other things being equal,

a propor-tionate relation exists between the quantity of money and pricés
. This objection to the quantity theoryhas repeatedly beep made

. Giffen, for example, after referring at some length to the great amounts of
money which are continually being hoarded, says, 'The hoards themselves are not

money in circulationin any form, and the demand to replenish them is not a demand for money, and the supply of these de-
manda is not a supply of money, which can help to make any such relation between the quantity of moneyand prices

as the quantitative theory of money, and with it the bi-metal
li c theory, assume.' The usualanswer to the above criticism, on the part of adherents to the quantity theory, is that hoarded moneyis not money in any proper sense of that term, and that only

. that money which is in actual circulationis referred to under the term money in statements of the quantity theory,"-Kemmerer, Yoney, &c.,pp . 20-21 .
§ "8ynchronoue with the recent expansion of profitable capitalism has been an immense extension andimprovement in banking and other financial

apparatus, alike in the old and the new countries of the world .
In the older countries the transformation of an increasing proporftion of industrial and commercial under•takings into joint-stock companies with negotiable securities has immensely facilitated the credit aystem.
The development of ordinary banking so as to reach larger areas of the population and lower strata ofcommerce,

the amalgamation of hitherto competing banks, proceeding- until in
this country a more ofcompanies has absorbed almost the whole business, the expanding pa rt taken by banks in discounting billsand in financing business, the perfection of thè clearing-house system, the improved c

o-operation of bankswith one another in crises and the confidence of great banks that Governments will stand behind themin
a

times of great emergency, signify two import ant changes in the 'money' situation . Firsi, they imply gre
and aad peroconfidence which induces the ready accp anbee~ of onotes andncheqn e andrallt orders of n go•tiable instruments. This

is the joint effect of improved financial apparatus and of popular education, andit means increased mobility for all sorts of pap@r money. Other things equal, this implies that pie ce sof money will
change hands more frequently, or, in other words, the same quantity of moneyinstrumen,swi ll function as a larger quantity of purchasing power in s given time than it did

before . 8econdly,these changes in financial methods diminish the import ance of gold, not only in actual currency, but, farmore important, for purposes of reserve
. Not merely do they allow the building of a larger atructureof credit upon a given quantity of go:d, but they impart a degree of elasticity to the credit system as awhole which, at any rate in normal times, almost releases it from any definite gold control. For ordinarybanking and finance is being conducted with less and less ~egard to that portion of the final reserve inthe Bank of England which consiste of gold

. This statement is quite consistent with the maintenanceo
son,
f a more or less regular relation between the size of the gold reserve and the rate of discount ."-fiob •and

E onomi~, ~ ad before be98ociétb de Satatast que
valuable

bfar,r 18y
b M. h6ry, th e

914Treprinted a,s The~Market Worldand Chronicle, New York, Apr. 18, 1914 .



COST OF LIVING 813

and give a bird's eye view of the whole. The first starts from the production

figures and is by way of being a statement of where the new gold of the past

twenty years has gone ; the second is from the point of view of stocks of gold in
circulation and in reserves, and their growth under the influence of the new

scale of production since 1900 .
(1) The United States Mint in 1911 published the estimates given in Table

VII of the destination of the gold produced respectively in the last decade of the
nineteenth century and the first decade of the present : ~

TABLE VIL-DESTINATION OF GOLD, 1890-1910 .

1890-1899

Industrialarta . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 570,000,000

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . .
Banks and Treasury of United States . . . . . . . . . . . : . . . . . . . . . 260,000,000

European Banks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 686,800,000

Banks of Canada, Australasia and South Africa . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59,700,000

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 1,576,500,000

Other banks, circulation, private holdings, etc . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 383,500,o0O

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . â 1.960,000 .000

1900-1910 .
!

Industrialconaumption . . . . . . . . . . . . . : . . . . . . .! . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S J58,000,00
0 433,000,000

India . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
. 146,000,00

0 EgJP. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
. 69,000,000t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank ofJapan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Banks and conversion funds of South Ameriea . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
. 328~500,000

Banks of Mexico . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ~

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Banks and Treasury of the United States . . . . . . . . . . . . . . . . . . . 7_6,800,000

Banks and Treasury of Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .r . . . . . . . . . . . . . . . . . . . . . . . . . . . 85,700,000

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
. 8~ 200,00 0Banks, Australasia and South Africa . . . . . . . . . . . . . . . .. 9°~~~~

. . . . . . . .Banks of issue of Europe . . . . . . . . . . .. """""

3,748
Totai . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . S 3,748,800,000

288,200,000
Other banks, circulation, private holdings, etc : . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . .

Grand total . . . . . . . . . .
. . . . . . . . . . . . S 4,037,000,000

The outstanding fact revealed by these figures is that by far and away
the greater part of the gold produced in recent years has gone . to create a

basis for credit . In the decade 1890-99, (after deducting 29 per cent of
the total yield for use in the arts) no less than 80 per cent of the gold available
for monetary purposes went into bank and treasury reserves, and only about 20

per cent into the currencies . In the decade 1900-10, (deducting 23 per cent
of the total for the arts and an additional 14 per cent for the hoards of the
,East) 92 per cent found its way into reserves and only 8 per cent into currency.

An examination of the Mint's statistics, subsequent to 1910, shows the same

process at work .

Three tendencies are revealed here : (a) A decreasing proportion, though

an increasing amount, of the world's gold is being consumed in the arts . (b)

Not only is the proportion demanded for currency decreasing, but there is even

a considerable decrease in the amount. (c) The proportion of new gold going

into reserves, already high in the nineties, has been very much higher since 1900,
representing an increase of considerably more than double in the actual amount

thus accounted for . If these figures are anywhere near the mark the world's
monetary expansion of the past few years has been preeminently in the form

of an expansion of credit.

(2) For several years past the U . S. Mint has made annual estimates of

the stocks of gold in reserves and in circulation, as well as of silver and un-
covered paper in use in the principal countries of the world. The data are col-
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lected by correspondence with considerable difficulty ; though they do not permit
strict comparisons between year and year, they can probably be used with
safety as indicating tendencies over longer periods . *

Four tables (Tables VIII, IX, X, and XI) compiled from these annual
estimates are given herewith : Table VIII showing the total gold stocks of the
world ; Table IX the figures that have been assigned annually to Canada in the
general computation ; Table X showing the increases that have taken place in the
more important countries between 1900 and the latest return ; while Table XI
gives the Mint's estimates per capita of the gold and silver and paper supply in
each country.

Table VIII is interesting as a restatement from another point of view of
the conclusions already reached as to the relative growth in reserves and cirenl-
ation. As a result of the application of the new gold in the manner previously
indicated, stocks in reserves have apparently increased by 84 per cent in the
past ten years, while stocks in circulation have increased about 1 5 per cent . Total
stocks meanwhile have increased 50 per cent . Silver and uncqvered paper, it
will be observed, have been stationary or declining.

Table IX affords the opening view of the most significant finding in tile
present section of the inquiry, namely, the much greater degree of expansion
that has taken place in Canada as compared with the world situation . While gold
stocks in the world have gone up by 72 per cent (between 1900 and 1912), in
Canada they have gone up by 640 per cent . Since 1903, when reserves and cir-
culation were first separated in the table, Canada's reserves have increased 175
per cent, while world reserves have increased only 50 per cent. While the world
at large has stood still since 1900 in the matter of uncovered paper, in Canada the
supply has more than doubled . Finally, in the matter even of token silver, while
the world has increased its supply by about one-third, Canada has increased bers
by over one half.

Table g presents these facts in the form of a comparison bet«-een develop-
ments in Canada and in the leading countries of the world between 1900-1903
and 1912. The table explains itself. In per cent growth in reserves Canada
leads, though India's large additions to circulation places her in front in total
per cent gain in gold absorption . Even in the amount of gold absorbed, Canada
stands ahead of large countries like Austria and Japan. The interpretation of
these figures in any attempt to relate them to price movements must, of course .
be based upon the exact uses to which the gold was placed in the. several conn-
tries.

*In a communication received from the Director of the Mint the followin exp'anation is Q :ven :
"The tables have been made up year after year from information received through the dip'oma!ic repre
sentativea of the United States in forei¢n countries, and from such other official and credible information
as may be available They represent the best that could be done at the time, but we have found it
necessary to make corrections continually . It is very difficult to gather such information by rorrespon-
dence . Sometimes a part of the inquiries are ignored, and sometimes the replies are inronsistent, and
have evidently been prepared by parties who had little knowledge on the subject . In recent years We
have grown more particular, and where no satisfactory information was available !eft the table b :ank .
It thus results that frequently changes in these figures have merely signified corrections, and not an aetual
change in the stock of money . For example, for a good many years the returns received for gold in
the banks of the United Kingdom did not include bullion, and we have never had any official estimate for
the amount of gold bullion in the banks The Royal Mint takes an annual census of the amount of coin
in the banks . Again, we became satisfied several years ago that the estimate of foldin circu'ation in
Germany was too large, and in the absence of any satisfactory information on the subject we dropped
these figures from the table entirely . Last year we obtained a satisfactory estimate from one of the
Directors of the Reichsbank and added $650,000,000 to the German stock . In this manner we have
been trying to gradually perfect the table, but I mention these different and arbitrary a•terations in ord^r
that you may understand some of the more important changes from year to year ."



COST OF LIVING
815

TABLE VIII-STOCKS
OF GOLD, SILVER AND UNCOVERED PAPER* IN PRINCIPAL COUNTRIES

"MER 31sr OF EACH YEAR .
OF THE WORLD AS Al DECE

(Compiled from annual reports of United States Mint. )

YEAR.

GOLD.

In banks In
and public circulation

treasuries .

Thousands .

1900 . . . .' . . . . . . . . . . . . . . . . . .

1901 . . . . . . . . . . . . . . . . . . . . . . .

1902 . . . . . . . . . . . . . . . . . . . . . . .
1903 . . . . . . . . . . . 2,941,300

1904 . . . . . : . . . . . 3,364,600

1905 . . . . .- . . . . . 3,469,300

1906 . . . . . . . . . . . 3,764,900

1907 . . . . . . . . . . . 3,985,500

1908 . . . . . . . . . . . . . . . . . . . . . .

1909 . . . . . . . . . . . 4,704,000

1910 . . . . . . . . . . . 4,857,000

1911 . . . . . . . . . . . 5,167,600

1912 . . . . . . . . . . 5,408,300

In banks
& public
treasur-

ies .

Total.
Full

tender

SILVER .

Limited
tender Total

Thousands. Thousands. Thousands. ThoUsands
. Thousands.

4,906,700 2,909,200 1,930,900 3,841,100 3,033,400
5,174,400 2,927,000 920,500 3,847,500 2,921,100
5,382,600 2,737,400 926,800 3,664,200 2,933,500
5,685,700 2,268,400 944,800 - 3,213,200 3,511,500

5,987,100 2,123,300 1,007,100 3,130,400 3,392,500
6,843,500 2,107,300 1,068,700 3,176,000 3,555,900

6,888,900
2,139,000 1,121,200 3,260,200 4,132,000

7,014,600 2,313,200 1,217,500 3,530,700 4,302,500

6,293,700 1,142,600 1,379,400 2,522,000 3,975,800
6,500,700 1,154,200 1,445,300 2,599,500 3,155 .500

7,498,700 1,097,500 1,523,300 2,621,200 3,567,500
8,480,700 1,855,800 1,276,900 3,132,700 3,234,200

TABLE IX
.-STOCKS OF GOLD, SILVER AND UNCOVERED PAPER* IN CANADA AS

ON

DECEIViBER 31sz.

(Compited from the Annual Reports of the United States Hint .)

YEAR

Thousands.

2,614,800
2,622,500
3,014,200
3,124,000
3,029,100

.
1,590,700
2,102,200
2,289,100
3,042,400

GOLD .

In
circu-

lation .

Thous. Thous:

19011 . . . . . . . . . . . . . . . . . . . : . . . . . .
.I~14 0 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1l102 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1903 . . . . . . . . . . . . . 50,000 . . . . . . . .

1904 . . . . . . . . . . . .
1905 . . . . . . . . . . . . . 53,100 . . . . . . . .

1906 . . . . . . . . . . . . . 62,400 . . . . . . . .

1907 . . . . . . . . . . . . . 66,300 . . . . . . . .

1903 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1909 . . . . . . . . . . . . . 97.000 . . . . . . . .

1~110 . . . . . . . . . . . . . 108.200 . . . . ._ . .

1911 . . . . . . . . . . . . . 138,200 . . . . . . . .

1912 . . . . . . . . . . . . . 137,800 10,000

TOTAL.

Amount Per

capita.

Thous.

20,000 3 .63 i

20,000 3 .64

33,800 6 .26
50,000 9 .26

52,500 9 .05

53,100 9 .16

62,400 10.76

66,300 11 .05

97,000 15 .6 5

.108,200 17 .45

138,'200 22 .29

147,800 ~0 .52

Full
tender.

Thous .

SILVER.

Limited
Amount

Thoua.

5,000
5,000
6,700
6,700
6,700
6,700
6,700
6,700

6,700
7,700

TOTAL.

Amount .

Thous.

5,000
5,000
6,700
6,700
6,700
6,700
6,700
6,700

6,700
6,700
7,700

Per
capita .

Uncoytred
paper*

Uncovered paper . *

Amount Per
capita.

Thous.

.90 40,500
91 56,900

1 .24 56,900

1 .24 56,900

1 .16 65,100

1 .15 65,100

1 .15 72,500

1 .12 61,20 0

. . . . . . . . . . . . . . . .

1 .08 76 .400

1 .08 76,800
1 .24 79,100

. . . . . 94,000

7.37
10 .34

10 .54
10 .54
11 .22
11 .22
12 .50
10 .20

12 .32
12 .39
12 .76
13 .05

"The Director of the IT . S. Mint has exp'ained in a communication to the writer that thw

fienres for uncovered paper in Canada are found by subtracting the amount of ga'd in the Dominion

Treasury and in the Banks from the Dominion notes and banknotes outstanding . The figures are round,

as a Emall a'lowance is made for subsidiary silver in the banks.

/" ■ i~new~wa ~~r mn., ... . . . . . . . . ..
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TABLE %.-STOCKS OF GOLD, SILVER AND UNCOVERED PAPER IN LEADING COUNTRIES AS ON
DECEMBER 31ar.

DEPARTMENT OF LABOUR EXHIBIT

(Compikd jrom dnnaal Reports of U.S. Mint. )

Couxrnr.

Canada . . . . . . . . .
United Kingdom .
United States. . . .
Australia . . . . . . . .
India . . . . . . . . . . .
France . . . . . . . . . .
I~Ge maqy . . . . . : .

. . . . . . . . .
Austria - Hungary
Rusaia . .. . . . . . . .
Turkey . . . . . . . . .
Japan . . . . . . . . . .

In Banks and public treasuries.

1903 1912

IncrPese.

Thous.

50,000
182,000
859,000

2W63
458 900
132,800
116,400
235,800
385,80 0
10,000
69,8001

Thousands .

137,800
395,100

1,494,500,
152,900
124,000
619,000
213,400
248,300
245,900'
646,100

14,900
124,500

Minus eige (-) indicates a decrease.

Amoun t

87,800
212,300
635,500
152,900
60,800

160,100
80,600

131,900
10,100

260,300i
4.900

54,70t1i

1903

F~iOLD.

Per
cent.

In circulation .

Increaea.

175 .6
116 .1
73 .9

96 .2
34 .9
60 .7

113 . 3
4 .2

67 .2
49 .0
78 .3

1912

ThouE.

347 .600
461,400

509,400
668,60 0

. 24,700
51,000

397,900',
40,000

Thous.

10,000
335,800
385,40 0
14,000

250,000
581,000
650,000

48,600
354,100
127,500

17,700

Amount Per
cent .

10,0001 . . . . . .
-11,800i 3 .4
-76,400 - 16 . 6
14,000 . . . . . .

250,000 . . .
71,6001 14 . 0

-18,600~- 2 .8

- 2,400 - 4 .7
-43,800- 11 . 1
87,500f 218 .7
17,7001 . . . . . .

TABLE X . ( Continaed. )

Comrrnr.

190 0

Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
United Kingdom . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Australia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
India. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
France . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
GermaRY. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Italy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Aiutria - Hungary . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Rusais . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Turkey . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
JaFan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Minus aign (-) indicates a decrease.

Thousands.

5,000
116,800
655,80 0

6,100
469,700
421,200
208,400
43,900
73,800

102,500
40,000
29,100

SrLnSa.

Total .

Increase .

191 2

Thousands,

116,800
542,100

10,000
890,000
411,100
261,700

24,100
152,000

78,800
26,400
57,800

Amount
Per

cent.

-113,700- 17 .4
3,900 105 . 9

420,300 91 .4
-10,100 - 2 .4
53,300 25 . 5

-19,800 - 45 .2
78,200 105 .9

-23,700 - 23 .2
-13,600 -134 . 0
28,700 98 .6

1900

Total .

1912

ThousandaThousanda .

20,000 147,800
511,000 730,900

1,110,800 1,879,500
128,600 166,900
43,400 374,000
810,600 1,200,000
721,100 863,400
98,000 . 248,300

229,400 294,500
724,300 1,000,20 0
50,000 142,400
41,700 142,200

Total.

I.'NCOYEHED PAPEB.

1900

Thousanda.

40,500
117,600
428,400

33,900
199,200
177,400
174,900
68,100

80,400

Increase.

Amoun t

127,800
219,900
768,700
38,30 0

330,600
389,400
142,300
150,300

65,100
275,900
92,400

100,500

Per
cent.

639 .0
42 .9
69 .2
29 .8

761 .7
48 .0
19 .7

153 .3
28 .3
38 .0

184 .4
214 .0

Increase .

1912

Thousand e

94,000
115,200
761,600

45.400
325,800
261,600
182,300
279,400

101,400

Amoun t

5.4. .i00
- 2,400
333,20 0

11,500
126,600
84.200

7,400
211,300

21,000

Per
cent .

13_" .1
- ? . 1

77 .7

33 .9
d35

47.4
4 . 2

310 . 3

26 . 1

Table XI in view of the difficulties of compilation (see footnote, p . 814) m1lst
be used with great caution ; it is given, however, as the most readily available
information on a comprehensive scale.
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. AND UNCOVERED PAPER IN VARIOUS
TABLE XL-PER CAPITA STOCKS OF GOLD,

(ComPiled from Annual Statemenfs of U. S. Mint .)

CooNrnr.

Austria HnnBarp

Gold . . . . . . . . . . .

Silver . . . . . . . . . .

Paper . . . . . . . . . .

Total . . . . . . . .

Belgium :
Gold . . . . . . . . . . .

Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .~ 21 .9 7

British Empir,,
Australia :
Gold . . . . . . . . . . .
Silver . ., . . . . . . . .

'Paper. . . . . . . . . .

Total . . . . . . . .

Canada :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .

Cape Colony :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .

Great Britain :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper. . . . . : . . . .

Total . . . . . . . .

India :
Gold . . . . . . . . . . .
Silver. . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .

1900

South Afriea :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper. . . . . . . . . .

Total . . . . . . . .

4 .88

1 .57
1 .45

7 .9 0

2 .66
5 .22
14 .09

24 .26
1 .1 5

25 .4 1

3 .63
90

7 .37

11 .90

16 .30
.43

16 .73

12 .34
2 .82
2 .84

18 .0 0

.15
1 .5 8

.1 1

1 .84

1901

26 .54

1 .09

27 .6 3

5 .45

1 .70

.85

8.00

2 .94

3 .48
14 .7 1

21 .1 3

23 .38
1 .1 1

24 .4 9

3 .64
.9 1

10 .64

14 .89

16 .30
.43

16 .73

12 .69
2 .81
2 .79

18 .2 9

.17
1 .6 4

.1 1

1902

1 .9 2

26 .54
1 .09

27 .63

6 .01
1 .72

.9 9

8.72

2 .39
3 .82

16 .16

22 .37

23 .38
1 .11

24 .4 9

6 .26
1 .2 4
10 .54

18 .04

15 .62
.42

16 .04

13 .18
2 .80
2 .93

18 .8 1

.21

1 .7 5
.1 1

2 .0 7

190 3

24 .33
1 .0 0

25 .33
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5 .96
1 .65
1 .3 2

8 .93

4 .35
3 .58

15 .62

23 .55

24 .05

9 .26
1 .2 4

10_54

12 .48
2 .72
2 .76

.21
1 .8 5
.1 1

1904

9 .66
.3 1

9 .97

6 27
1 .64
1 .1 3

9 .04

4 .28
3 .53
15 .99

23 .80

22 .96 1 22 .56

1 .09` 1 .07

. . . . . . . . .

23 .6 3

9 .05
1 .1 6

11 .2 2

23 .041 21 .43

12 .26
2 .61

2.71

17 .96I 17 .5 8

.89
2 .05

.1 1

2 .171 3 .0 5

1905

7 .89
2 .81

6 .26
2 .14
1 .9 9

10 .39

10 .70

4 .30
3 .48

15 .7 6

23 .54

30 .08
1 .27

31 .35

9 .16
1 .1 5

11 .22

21 .5 3

12 .791 11 .03
2.56 2.65

2 .6 2.65

18 .02

.94
2 .04

Al

3 .0 9

1906

8 .69
2 .59

9.28

6 .20
2 .13
2 .4 1

10 .74

4 .32
3 .43
17 .47

25 .22

26 .04
2 .08

28 .1 2

10 .76

1 .1 5

12 .5 0

24 .4 1

16 .33

1 .14

2 .05
.1 3

3 .32

1907

7.97

2 .60

10 .57

6 .07
2 .09

2.63

10 .79

4.28
5 .29

17 .79

24 .54

33 .19
' 2 .0 8

35 .27

11 .05
1 .1 2

10 .20

22 .3 7

12 .65
2 .62
2 .6 3

17 .90

.38
2.81

.13

3 .3 2

1908

8 .31
2 .59

8 .90

1909

7 .02
2 .60
1 .9 1

11 .53

3.05
1 .22

18 .27

22 .54

40 .35
2 .33

42 .68

15 .65
1 .08

12 .32

29 .05

12 .54

2.65
2 .55

17 .7 4

191 0

.49

.1 3

.6 2

8 .38
2 .56

10 .94

7 .07
2 .56

2.84

12 .47

3 .33
2 .05

18 .53

23 .91

46 .30
2 .33

48 .6 3

17 .45

1 .08

12 .?9

30 .92

14 .44
2.60
2 .56

19 .60

191 1

.05

.49

.1 3

.67

8 .38
2 .56

10 .94

7 .21
2 .49
4 .0 0

13 .70

5 .00
1 .52

19 .04

25 .56

50 .54
2 .2 7

52 .8 1

22 .29
1 .24

12 .7 6

36 .29

15 .80

2 .59

2.56

20 .9 5

191 2

8 .38

2 . 56

5 .96
3 .07
5.65

14 .6 8

8 .18
5 .73
1 .92

15 .83

36 .28
2.17

38 .45

20 .5 2

13 .05

33 .5 7

16.10
2 .57
2 .54

21 .21

:14I 1 .53
48` 3 .48

.16I .18

.78~ 5 .19

9 .60
3 .3 3

10 .94[ 12 .9 3

r~rn~ rn:. t~~mrn+~++~^



818 DEPdRT3fE1VT OF LABOUR EXHIBIT

TABLE XL-PER CAPITA STOCKS OF GOLD, SILVER AND UNCOVERED PAPER IN VARIOUS
COUNTRIES.

(Compiled from Annual Statemtnta of U . S. Mint. )

Continued .

COIIPTTBY.

Straits Settlements
Go1d . . . . . . . . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Totai . . . . : . . .

Bulgaria :
Gold . . . . . . . . . . .

Silver . . . . . . . . . .

Paper . . . . . . . . . .

Total . . . : . . . .

Cuba :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper. . . . . . . . . .

Total . . . . . . . .

Denmark :
Gold. . . . . . . . . . .
Sil ver . . . . . . . . . .
Paper. . . . : . . . . .

Total . . . . . . . .

Egypt :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .

Fioland :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Totsl . . . . . . . .

Fran ce :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .

Germany :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .

1900 1901 1902 1903 1904 1905 1906 1907 1908 1909 1910 1911 191 2

.11 .28 . . . . . .06 1 .37 4 .25 2 .45

48 .40 47 .45 7 .23 3 .33 3 .62 9 .07 9 .07 5 .35 . . . . . . 23 .44 23 .44 11 .88 3 .45

. . . . . . . . . . . . .80 .81 3 .77 1 .20 4 .11 1 .74 . . . . . . 5 .06 4 .69 4 .68 2 .50

48 .40 27 .45 8 .03 4 .14 7 .39 10 .27 13 .29 7 :37 . . . . . . 28 .56 29 .50 20 .81 8 .40

.32 .38 .27 .38 .51 1 .95 1 .80 1 .80 . . . . . 1 .55 1 .53 1 .93 2 .23

1 .35 .86 .78 .95 . .51 .86 .80 .80 . . . . . . .83 1 .20 1 .20 1 .09

.57 .67 .27 1 .05 1 .11 .78 .73 .72 . . . . 1 .15 d .45 2 .47 2 .25

2 .24 1 .91 1 .32 2 .38 2 .13 3 .59 3 .33 3 .32 . . . . . 3 .53 5 .18 5 .60 5 .57

1 .25 1 .25 1 .25 11 .25 12 .50 12 .50 23 .88 19 .10 . . . . . . 18 .19 20 .00 20 .00 13 .63

.93 .93 .94 3 .13 3 .12 3 .12 3 .12 2 .50 . . . . . 2 .38 2 .38 2 .38 .22

2 .18 2 .18 2 .19 14 .38 15 .62 15 .62 27 .00 21 .60 . . . . . . 20 .57 22 .38 22 .38 13 .85

6 .13 5 . 0 6 5 .69 6 .69 6 .69 8 .04 8 .69 7 .08 . . . 7 .11 14 .04 14 .1 9

2 .46 2 .27 2,27 2.38 2 .39 2 .38 2 .35 2 .38 . . . . . 2 .30 2 .96 2 .92 2 .9 2

2 .66 2 .88 3.00 3 .00 4 .11 4 .12 4 .11 5 .58 . . . . . 5 .44 5 .00 6 .41 6 .8 9

11 .25 11 .11 11 .23 12 .07 13 .19 14 .54 15 .15 15 .04 . . . . . . 14 .85 22 .OU 23 .52 17 .7 3

3 .06 3 .06 3 .06 3 .06 8 .87 8 .88 12 .50 12 .50 . . . . . . 16 .19 16 .19 16 .17 16 .8 1

.65 .65 .65 .65 1 .53 1 .53 1 .34 1 .34 . . . . . 1 .41 1 .40 1 .26 1 .3 9

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .25 .59 .58 .62

3 .71 3 .71 3 .71 3 .71 10 .40 10 .41 13 .84 . . . . . . 17 .85 18 .18 18 .01 18 .82

1 .58 1 .52 1 .52 1 .52 1 .57 1 .52 1 .82 . . . . . 2 .10 2 .45 3 .66 3 .42

.15 2 .70 .22 .22 .14 .13 .14 . . . . . .17 .17 .17 1 6

3 .66 .22 3 .37 3 .55 3 .25 4 .38 4 .54 . . . . 3 .97 3 .96 5 .1 3

5 .39 4 .44 5 .11 5 .29 4 .96 6 .03 6 .50 . 6 .24 6 .58 8 .96 8 ~

21 .05 23 .17 24 .36 24 .83 23 .75 26 .41 23 .57 . . . . . . 23 .57 29 .46 30 .53 30-30

10 .94 10 .76 10 .79 10 .76 10 .54 10 .51 10 .46 . . . . . . 10 .46 10 .47 10 .46 10 .38

5 .17 3 .45 4 .07 4 .50 2 .84 302 6 .85 . . . . . 382 5 .6 7

37 .16 37 .38 39 .22 40 .09 37 .13 39 .94 40 .88 37 .85 45 .60 47 .25 4 8

12 .81 13 .52 13 .54 14 .21 15 .72 15 .14 17 .00 . . . . . 3 .15 2 .93 3 .1 6

3 .70 3 68 3 .68 3 .70 3 .73 3 .46 3 .62 . . . . . 3 .89 3 .83 3 .90

3 .15
.

2 .72 3 .26 3 .43 3 .01 3 .53 4 .41 . . . . . 5 .72 4 .34 2 .24

19 .66 19 .92 20.48 21 .34 22 .46 22 .13 25 .03 25 .49 . . . . . . 12 .76 11 .10 11 .30 21 .3E

-~ _

13 .30

4 .03

4 .03



COUNTRY .

Greece :
Gold . . . . . . . . . . .

Silcer . . . . . . . . . .

Paper . . . . . . . . . .

Total ., . . . . . .

Haiti :
Gold . . . . . . . .. . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .

Italy :
Gold . . . . . . . . : . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total .
.

. . . . . .

Japan :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .

\fexico :
Gold . . . . . . . . . . .

Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .

Netherlanda :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . : . . . . .

Norway :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .

Portugal :
Gold . . . . . . . . . . .
Sih•er . . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .

190 0

.17
.6 2

12 .01)

12 .79

1 .30
2.50
3 .50

7 .30

3 .02
1 .35
5 .40

9 .77

.90
6 2

1 .73

3 .2 5

.28
3 .46
1 .76

5 .50

6 .45
10 .23
8 .08

24 .76

4 .45

1 .14

3 .54

9 .13

1 .19

8 .04
13 .8 8

23 .1 1

1901

.17

.6 2

12 .4 2

13 .2 1

1 .30

. 2 .50

3:30

7 .10

3 .12

1 .18
5 .3 8

9 .68

.93

.63
1 .53

3 .09

.63

7 .85
4 .00

12 .48

7 .55

10 .9 8

7 .7 6

29 .29

7.86
1 .40
2 .73

7 .86

1 .59
6 .32

13 .7 2

21 .63

1902

.08

.6 3
20 .2 9

21 .00

1 .00
2 .20
3 .50

6 .70

3 .31
1 .16
5 .2 7

9 .7 4

1 .31
' .64

1 .29

3 .24

.63
7 .79
3 .97

12 .39

4 .02
10 .6 8
3 .9 2

18 .62

3.73
1 .59
3 .59

8 .9 1

.98
1 .20

11 .6 7

13 .85

1903

.96

.7 9
12 .1 2

13 .87

.77
1 .69

2 .69

5 .1 5

4 .28

1 .11

5 .3 9

1078

1 .44
.6 1

1 .20

3 .2 5

.63
3 .60

3 .97

8 .20

5 .36
10 .6 2

9 .2 1

25 .1 9

2 .91
1 .30
3 .44

7 .6 5

.98
1 .20

11 .6 7

13 .8 5

1904

2 .33
.0 4

6 .7 5

9 .1 2

.77
1 .92
2 .69

5 .3 8

3 .96
.7 7

4 .5 3

9 .2 6

1 .06
.8 3

2 .03

3 .9 2

.63
3 .89

3 .59

8 .1 1

6 .76

10 .5 2

9 .4 8

26 .76

2 .96
1 .30
2 .69

6 .9 5

13 .83

1905

2 .33
.0 1

17 .7 9

20 .1 6

.71
1 .79
2 .50

5 .0 0

5 .64
.8 3

4 .6 7

11 .1 4

1 .37
.85

1 .93

4 .1 5

.63
4 .18
3 .76

8 .57

7 .45
9 .84
9 .8 4

27 .1 3

3 .30
1 .35
3 .26

7 .9 1

98I .98

, 1 .56 1 .4 3

11 .29 11 .1 6

13 .57

COST OF LIVING 819

TABLE )U
.-PER CAPITA STOCKS OF GAND UNCOVERED PAPER IN VARIOU S

COUNTRIES .

(Compiled from Annual Staternents of U . S . Mint.)

Continued.

190 6

2 .33
.04

17 .7 5

20 .1 2

.71
1 .79
5 .43

7 .93

6 .39

.9 4

4 .4 7

11 .80

1 .55

.9 3
1 .87

4 .3 5

2 .94

4 .18

3 .7 6

10 .88

8 .20
9 .39

10 .3 2

27 .9 1

3.61
1 .35
3 .04

8 .00

1 .59
6 .19

11 .33

19 .1 1

1907

.23

.1 9
15 .2 3

15 .65

.67
1 .66
4 .80

7 .1 3

7 .66
1 .23
4 .7 6

13 .65

1 .83
1 .04
1 .98

' 4 .85

3 .44
4 .18
3 .7 6

11 .38

7 .67
9 .37
8 .87

25 .9 1

5 .17
1 .35
2 .9 1

9 .4 3

1 .59
6 .19

11 .33

19 .1 1

1908 1909

.08

1 .1 5

10 .58

11 .8 1

- .67

1 .67

5 .8 7

8 .2 1

8 .37
7 1

4 .29

13 .37

1 .37
1 .09
1 .27

3 .7 3

2 .76
4 .12
3 .7 6

10-64

11 .69
9 .09
9 .88

30 .66

5 .52
1 .61
3 .17

10 .3 0

2 .70
7 .35
5 .56

15 .6 1

191 0

8 .31
1 .15
9 .46

18 .92

.87
1 .67
5 .46

8 .0 0

7 .79
.7 1

5 .38

13 .88

1 .36
2 .36

1 .69

5 .4 1

2 .10
4 .12

3 .7 6

9 .98

11 .97
5 .74

10 .39

28 .10

6 .00
1 .48
2 .35

9 .8 3

1 .59
6 .89

13 .4 4

21 .92

1 .69
1 .1 5

10 .62

13 .46

2 .26

1 .67
5 .4 7

9 .4 0

8 .51
.7 1

5 .38

14 .60

2.57
1 .23
1 .9 5

5 .55

2 .08
3 .73
3 .4 1

9 .22

12 .81
4 .92
10!97

28 .70

8 .67
1 .54
3 .62

13 .8 3

2 .69
- 6 .1 3
12 .9 4

21 .76

1 .92
1 .15
8 .00

11 .0 7

1 .70
1 .25
4 .1 0

7.05

7 .15
.69

5 .25

13 .09

2 .68
1 .09
1 .9 1

5 .68

_2 .07

3 .71

3 .39

9 .17

12 .17
4 .83
9 .86

26 .86

6 .83
1 .54
4 .1 3

12 .5 0

12 .30

5 .51

11 .6.5

29 .46

-wwwwwREp wFm1i.. . . . . . .. . ...



820 DEPARTMENT OF LABOUR EXHIBIT

TABLE XI.-PER CAPITA STOCKS OF GOLD, SILVER AND UNCOVERED PAPER IN VARIOUS
COUNTRIES .

(Compiled Jrom Annual Statements of U. S . Mint. )

Continued.

COUNTRY.

Roumania:
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .

Russia :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . .

Servia :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .

Siam:
Gold . . . . . . . . . . .

Silver . . . . . . . . . .

Paper . . . . . . . . . .

Total . . . . . . . .

South Ame ri can

Gold . . . . . . . . . . .

Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .

Argentina :
G old . . . . . . . . . . .
.S ilver . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .

Bolivia :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Totaï . . . . . . . .

Brnzil :
Gold . . . . . . . . . . .
Sitver . . . . . . . . . .
Paper . . . . . . . . .

Total . . . . . . . .

1900 1901 1902 1903 1904 1905 1906 1907 1908 1909 1910 1911 1912

1 .31 1 .58 2 .38 2 .38 1 .65 2 .34 3 .14 2 .79 . . . . . 2 .66 2 .90 4 .81 4 .40

.15 .13 .13 .10 .10 .09 .09 .03 . . . . . .03 .03 1 .85 1 .72

2 .39 3 .05 1 .35 3 .30 1 .79 5 .88 4 .18 5 .10 . . . . . 5 .04 5 .60 6 .35 7 .12

3 .85 4 .76 3 .86 5 .78 3 .54 8 .31 7 .41 7 .92 . . . . . 7 .73 8 .53 13 .01 13 .24

5 .64 5 .46 5 .70 5 .99 6 .11 5 .96 6 .55 6 .40 . . . . . 5 .85 6 .24 5 .91 . 5 .9 8

.80
. . . . . .

.7 9
. . . . . .

.8 0
. . . . . .

.78
. . : . . .

.79
. . . . . .

.5 7
. . . . . .

.54
. . . . . .

.5 4
. . . . . .

. . . . .

. . . . . .
.51

. . . . . .
.51

. . . . . .

.49
. . . . . .

.4 7
. . . . . .

6 .44 6 .25 6 .50 6 .77 6 .90 6 .53 7 .09 6 .94 . . . . . 6 .36 6 .75 6 .40

.52 56 .76 1 .19 r .27 1 .37 .81 1 .81 . . . . . 1 .82 1 .82 2 .32 3 .35

.68 .68 .68 .65 .57 .48 1 .19 1 .70 . . . . . . .54 .54 46 .4 5

1 .48 1 .72 1 .04 .96 .78 .55 .56 . . . . . 1 .89 1 .89 1 .75 1

2 .80 2 .72 3 .16 2 .88 2 .80 2 .63 2 .55 4 .07 . . . . . 4 .25 4 .25 4 .53 5 .4 9

3 .17 3 .54 .16 .16 .19 . . . . . . 7 .29 .02 . . . . . . .02 .01 .01 .0 1

30 .63 30 .63 30 .63 30 .63 4 .29 3 .82 .18 7 .37 . . . . . 7 .07 7 .06 7 .46 4 .62

.41 Al .41 . . . . . . . . . . . . . . . . . . .34 . . . . . . .34 .30 .30 .3 7

33 .80 34 .58 31 .20 31 .20 4 .48 3 .82 7 .47 7 .73 . . . . . 7 .43 7 .37 7 .77 50

1 .83 1 .94 2 .00 2 .3 3
.51 .47 .53 .37

28 .77 28 .-16 27 .90 39 .3 2

31 .12 30 .57 30 .43 42 .02

. . . . . . : . . : . . 13 86 2319 18 .02 23 .30 . . . . . . 27 .98 36 .21 35 .47. . . .

. . . . . .
. . .

. . . . . .
. . .

. . . . . .
.

. . . . . .
.

. . . . . .
.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 .34 1 .34 {

. . . . . . . . . . . . . . . . 55 .02 56 .40 51 .45 39 .93 . . . . . . 39 .93 45 .00 98 .89

. . . . . . . . . . . . . . . . . . . . . . . . 68 .88 75 .63 69 .47 63 .23 . . . . . . ~67 .91 82 .55 135 .70 72 .9 6

. . 22 22 .22 .18 . . . . . . 1 .39 1 .09 3 .39 3 .39. . . . . . . . . . . . . . . . . . . . . .

.
.
1 12

.
2 11 1 12 1 .73 . . : . . . .28 .22 .30 .30. . . . . .

. . . . . .
. . . . . .
. . . . . .

. . . . . .

. . . . . .
. . . . .

. . . . . .
.

1 .78
.

. . . . . .
.

. . . . . . . . . . . . . . . . . . 2 .22 1 .73 .87 8

. . . . . .4 .11 2 .33 2 .33 1 :91 . . . . . . 3 .89 3 .04 4 .56 4-M

. . . . . . . . . . 1 331 2.81 . . . . . . 3 .18 4.80 b .68 7 .2:. . . . . . . . . . . . . . . . . . . . . . .
02

. .
02

.
06 1 .39 . . . . . 1 .16 1 .22 1 .22 1 .4~. . . . . .

. . . . . .
. . . . . .
. . . . . .

. . . . .
. . . . . .

. . . . . .

. . . . . .
.

23 .00
.

23 .01
.

22 .63 22 .56
.

. . . . . . 8 .87 9 .79 3 .80 10 .1 (

R 23 .02 23 .03 24 .02I 26 .76 . . . . . . 13 .21 15 .81 10 .70 18 . 71

-

6 .4 5

39 .03

1 .30

32 .58



TABLE XI .-PER CAPITA STOCKS OF G COUNTRIES
. AND UNCOVERED PAPER IN VARIOUS

(Compiled from Annual Statements of U . Zr . Mint .) r

Continued.

COUNTRY .

Chile :
Gold . . . . . . . . . . .

Silver . . . . . . . . . .

Paper . . . .. . . . . . .

Total . . . . . . . .

Colombia :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . : . . . . .

Ecuador :
Gold . . . . . . . . . . .

Silver . . . . . . . : . .

PaPer . . . . . . . . . .

Total . . . . . . . .

Guiana:-
British :

Gold . . . . . . . . . . .
Silser . . . . . . . . .. .

Paper . . . . . . . . . .

Total . . . . . . . .

Dutch :
Gold . . . . . . . . . . .
Silver . . . . . . . . . .
PaPer . . . . . . . . . .

Total . . . . . . . .

French :
Gold . . . . . . . . . . .

Silver . . . . . . . . . .
PaPer . . . . . . . . . .

Total . . . . . . . .

Paraguay :
Gold . . . . . . , . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Tot.al . . . . . . . .

Peru :
Gold . . . . . . . . . .
Silver . . . . . . . . . .
Paper . . . . . . . . . .

Total . . . . . . . .

1900 1901 1902

. . .r . .

COST OF LIVING 92 1

1903 190 4

2 .97
.9 1

9 .5 9

13 .47

.05

190 .00

190 .05

1 .31
.07

1 .00

2.38

2 .0 0

2 .0 0

10 .00
2 .00
2 .00

14 .00

6 .00

. .6 .00

.17

17 .5 0

17 .67

1905

1 .37

13 .00
.9 1

3 .8 1

17 .72

.07

164 .66

164 .73

.85

.52

1 .31
.0 7

1 .00

2.38

2 .00
1 .33

3 .3 3

1 .00
2 .00
2 .00

5 .00

6 .00

6 .00

.14'

15 .00

15 .14

1.48
.52

2 .0 0

190 6

2 .63
1 .09

13 .22

15 .94

.02

222 .22

222 .24

2 .55
1 .07
1 .46

5.38

33
.33

2 .00

2 .6 6

2 .00
2 .00
2 .0 0

6 .00

6 .00

6 .00

.141

50 .00

50 .14

1 .48

.,52

.02

222 .22

2 .0 0

1907

10 .74
1 .97

12 .44

25 .15

222 .24

2 .85
1 .07
1 .46

5 .38

.33

.33
2 .00

2 .66

2 .00

2 .00

4 .00

6 .00

6 .00

.14

50 .00

50 .14

1908

1 .48
.52

2 .00

1909

.03

.8 2
16 .56

17 .4 1

.02

222 .22

222 .2 4

3 .46
1 .00
1 .54

6 .00

.33
1 .33
1 .67

3 .3 3

1 .00

3 .00
4 .00

8 .00

2 .00
1 .00
6 .00

9 .00

.17

58 .3 3

58 .50

1 .48
.52

2 .0 0

191 0

.14
.8 0

15 .26

16-20

2 .33

2 .33

3 .00
.8 7

1 .3 3

5 .20

33
1 .33
1 .67

3 .3 3

1 .00
3 .00
2 .00

6 .00

1 .00
1 .00

6 .00

8 .0 0

.38

41 .2 5

41 .63

2 .71
.53

3 .2 4

1911

14~ ,15
2 .43 2 .50
b.43 5.59

8 .00

2 .33

2 .3 3

3 .60
.8 7

1,1 3

5 .60

.33

1 .34
.33

2 .0 0

2 .00

3 .00

3 .00

8 .00

1 .001
1 .00
6 .00

8 .0 0

19 .00

53 .63

72 .63

2 .71
.53

191 2

8 .2 4

.40
1 .9 2

2,32

1 .77
1 .00
1 .85

4 .6 2

.33

.33

2 .00

2.00

1 .00

1 .0 0

.5 7

.57

2 .65

.52

3 . 241 3 .17
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TABLE'XL-PER CAPITA STOCKS OF GOLD, SILVER AND UNCOVERED PAPER IN VARIOUS
COUNTRIES.

(Compiled jrom Annual .SWtemenl3 of U. S. Alind. )

Concluded.

Cou.Wa: 1900 1901 1902 1903 1904 1905 1906 1907 1908 1909 1910 19 1 1 191 2

Uruguay :
Gold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .". . . . . 11 .20 15 .50 15 .50 14 .09 . . . . . : 14 .09 14 .09 13 82 1€ .08
3ilver . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . 3 .20 4 .20 4 .30 3 .91 . . . . . .. 3 .91 3 .91 :3 .90 3 .58
Paper . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9 .70 1 .70 1 .54 . . . . . . 1 .55 1 .55 7 . 28 .92

Total . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . 14 .40 29 .46 21 .50 19 .54 . . . . . . 19 .55 19 .55 2.5 .00 22 .58

Venezuela :
Gold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .27 2 .04 .11 .11 . . . . . . .12 1 .27 1 .19 1 .22
Silver . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .1 .77 1 .81 - .27 .27 . . . . . . .27 4 .42 4 .15 4 .00
PaBer . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . ._ . . . . . . . 1 .65 .31 .29

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 .04 3 .85 .38 .38 . . . . . . .39 7 .34 5 .65 5 .5 1

Spain :
Gold . . . . . . . . . . . 4 .47 4.44 4 .08 4 .24 3 .85 3 .94 4 .84 4 .48 . . . . . . 5 .24 5 .42 10 .82 6 .2 7
Silver . . . . . . . . . . 9 .81 9.76 9 .34 9 .34 9 .29 9 .24 9 .24 8 .86 . . . . . . 8 .82 8 .82 13 .04 9 .F 9
Paper . . . . . . . . . . 9 .43 9.28 7 .68 7 .49 6 .69 6 .20 5 .16 5 .05 . . . . . . 4 .88 3 .85 3 .85 4 .€ 0

Total . . . . . . . . 23 .62 23 .48 21 .10 21 .07 19 .83 19 .38 19 .24 18 .39 . . . . . . 18 .94 18 .09 27 .7 1

Sweden :
Gold . . . . . . . . . . . 3 .08 3 .43 3 .42 3 .67 3 .89 4 .0€ 4 .26 4 .19 . . . . . . 4 .61 4 .59 4 .41 50
Silvec . . . . . . . . . . 1 .33 1 .37 1 .35 1 .35 1 .46 1 .42 1 .45 1 .57 . . . . . . 1 .59 1 .59 1 . 59 1 .54
Paper . . . . . . . . . . 5 .67 5 .41. 5 .58 5 .71 5 .63 5 .90 6 .57 6 .05 . . .. . . . 6 .04 6 .00 6 .43 4 .55

Total . . . . . . . . 10 .78 10 .21 10 .35 1 6 .73 10 .98 12 .28 12 .28 11 .81 . . . . . . 12 .24 12 .18 12 .63 11 .59

3witzerland :
,Gold . . . . . . . . . . . 7 .27 8 .33 9 .06 9 .15 8 .97 8 .52 8 . 7 9 8 .28 . . . . . . 18 .48 19 .y0 19 .91 13 .16

Silver . . . . . . . . . . 3 .24 3 .24 3 .24 3 .24 3 .24 3 .24 3 .51 3 .31 . . . . . . 4 .09 4 .09 4 .09 4 .1 6

Paper . . . . . . . . . . 6 .21 5 .64 6 .27 6 .03 6 .97 7 .00 7 .45 7 :49 . . . . . . 7 .82 7 .70 8 .45 S-00

Total . . . . . . . : 16 .72 17 .21 18 .57 18 .42 19 .18 18 .76 19 .75 19 .08 . . . . . . 30 .39 31 .39 32 .45 24 .32

Turkey :
Gold . . . . . . . . . . . 2 .04 2.06 2 .08 2 .08 2 .08 2 .08 2-07 5 . :i0 . . . . . . 5 .50 6 .33 5 .93 5 .9 8

Silver . . . . . . . . . . 1 .63 1 .65 1 .67 1 .67 1 .67 1 .67 1 .66 1 .14 . . . . . . 1 .10 1 .10 1 .10 1 .1 1

Paper . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .'. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total . . . . . . . . 3 .67 3 .71 3 .75 3 .75 3 .75 3 .75 3 .73 6 .60 . . . . . . 6 .64 7 .43 7 .03 7 .09

Central America :
Gold . . . . . . . . . . . .63 .50 .48 .45 .49 .55 .43 .57 . . . . . . .39 .30 .26 40
Silver . . . . . . . . . . 1 .74 1 .75 1 .66 .74 1 .36 1 . 60 1 .57 1 .57 . 1 .0I 1 .74 2-49
Paper . . . . . . . . . . 7 .45 7 .55 7 .19 7 .74 13 .02 13 .36 13 .38 13 .28 . . . . . . 6 .24 2 .74 16 .96 24 .6 6

Total . . . . . . . . 9 .82 9 .80 9 .33 8 .93 14 .87 15 .51 15 .38 15 .42 . . . . . . 18 .13 4 .05 r8 .96 27 .5-5

?nited States:
Gold . . . . . . . . . . . 14 .41 14 .98 15 .64 16 .26 16 .33 16 .91 18 .G6 18 .55 18 .46 18 .29 18 .35 18 .98 19 4 8

Silver . . . . . . . . . . 8 .51 8 .4f 8 .44 8 .36 8 .30 8 .1F 8 .18 8 .23 8 .27 8 .21 7 .83 7 .76 5 .6 1

Paper . . . . . . . . . . 5.56 5 .58 5 .71 6 .17 6 .78 6 .93 7 .15 8 .98 . . . . . . 8 .71 8 .41 8 .07 7€ 9

Total . . . . . . . . 28 .48 29 .04 29 .79 30 .79 31 .41 32 .02 33 .99 35 .79 . . . . . . 35 .21 34 .59 31 .8 1

L

32 .9S

I9 .96
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A more detailed review of the data available under the two heads of the

monetary demand may now be given .

(A) BANS AND TREASURY RESERVES AND THE VOLUME OF CREDIT
.

The foregoing summaries make it evident that in order of importance the
first demand upon the gold supply has been for bank and treasury reserves .

Bank and treasury reserves provide the bases of two structures :-(1) note cir-

culation, and (2) ordinary commercial and financial credit . The gold which is

drawn off to maintain these ipso facto is not a factor in the price situation,§

though the notes and the volume of credit resulting both are factors .

The gold stocks absorbed from year to year since 1890 by the banks and
treasuries of Europe, the United States, Italy, Canada, Australasia and South
America have been estimated by the United States Mint as in Table XII . The

Note Circulation and the Loans and Discounts based in whole or in part on these

reserves are shown in Table XIII .

$"I do not think that prices are affected by any accumulation of reserves, that is, in excess 'of what

is really wanted for establishing credit :'-hfarshall, Gold and Silrer Report, evidence, p. 3. "The

money in the coffers of the bank or retained as reserve by private bankers does not act on pricçs until
drawn out, nor even then unless drawn out to be expended in commodities," Mill, Prtincipiea, II, 34.

It should be noted, however, that gold bullion enters into monetary use when it enters the reserves of
any of the European banks of issue, and in the United States when it enters the Treasury, notes being

entered against it without waiting for coinage .

:There are two principles which all will tmderstand
; firht, the economy of money and of capital in

its widest sense which is effected by means of deposit banking, by people placing their working cash, or

cash which is awaiting investment, in banks, and by banks employing the surplus over and above what is

necessary to meet the varying wants of their customers from day to day
; and, second, the necessity which

is laid on bankers, especially on bankers who conduct their business, as in England, on the principle of

undertaking to repay the money deposited with them at cal or short notice, of not only employing the

money in such a way as to be readily convertible into cash, but of keeping such a sum in actual cash
somewhere that no one can have a reasonable doubt of any actual demand for cash which is at all likely
10 arise being met, and more than met "-aiffen, Essays on Finance, 2nd Series, p . 105 .
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TALBE XII-GOLD RESERVES IN SIGHT IN EUROPE, THE UNITED STATES, CANADA,

AUSTRALASIA, AND SOUTH AFRICAN COLONIES .

Banks and Treasuriea .

Bankof England . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Scotch banks of issue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
I ri sh banks of issue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

GEBMAN7:-

Imperial Bank . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
German war fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Austria-Hungary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of France . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Spain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Portugal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Netherlauds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

National Bank of Belgium . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Italy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . .

Bank of Naples . . . . . . . . . .
.
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Sicily . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Russia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Bank of Finland . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
National Bank of Roumania . . . . . . . . . . . . . . . . . . . . . . . . . . . .
National Bank of Bulgaria . . . . . :. . . . . . . . . : . . . . . . . . . . . . . .
National Bank of Servis . . . . . . . . . . . . . . . . . . . . . . . . . . . ._ . .
Imperial Ottoman Bank . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Royal Bank of Sweden . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
National Bank of Denmark . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
National Bank of Norway . . . . . . . . : . . . . . . . . . . . . . . . . . . . . .
Banks of 8witserland . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Bank of Greece . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . .

Total Europe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Uxrrsa 6rATaek--
In National banks . . i . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
In State banks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
In the Treaeury . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total United States . . . . . . . . . . . . . . . . . . . . . . . . .

Banks of Australaeia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . .
Canadian Treasury and banks . . . . . . . . . . .

.
. . . . . . . . . . . . . . . .

Banks of South Africa . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . .

Grand Total . . . . . . . . . . . . . . . . . . . . . . .r . . . . . . . .

Dec. 31, 1899 .

(1) 86,537,923
22,339,381
16,936,101

59,534,011
23,560,000

26,405,629
245 . 602,522,
,29,239,50 0

(2) 5,000,00 0
24,619,624
12,681,65 9

}
(3)

88,233,27 1

207,127,600
4,188,100
9,785,100
2,073,400
1,677,170
3,600,000
6,709,410

13,400,000
8,541,13 3
11,504,730

100,000

(4)

914,396,264

(5) 84,416,468,
(6) 25,821,91 9

313,667,895

423,906,282

89,853,167
7,322,710
5,000,000

102,175,877

1,440,478,423

Dec. 31, 1899 .

141,128,500
30,301,000
13,703,000

111,626,750
28,560,000

214,022,698
361,604,800
65,620,000
5,230,300
18,149,496
21,067,078

76,408,70 0

~ 439,293,000
4,323,20 0

, 7,025,200
618,000

1,389,600
6,734,070
10,683,092
15,812,000

8,635,71 0
18,931,176

386,000

1,601,253,370

203,700,570
79,804,488

400,384,51 2

683,889,570

'106,432,311
22,630,659
32,800,000

161,862,970

2,447,005,910

Dec . 31, 1910 .

S

151,312,000
23,932,000
17,756,00 0

159,418,000
28,560,000

267,498,000
632,847,00 0
79,323,000

6,562,000
50,566,000
24,511,000

118,175,000
39,372,000
11,001,000

634,005,000
4,246,000

23,160,00 0
6,100,000
4,825,000

30,030,800
21,809,000
19,879,000
9,264,00 0

30,108,000
193,00 0

2,464,452,800

227,977,678
79,431,488

1,103,312,456

1,410.721,62 2

184,500,000
198,200,00 0

50 .400,000

343,100,00 0

4,218,274,42 2

(1), The reserve at this date w as unusually low . The average holdings of the bank at the last statement of the
year for 10 years ending Decembcr 31st, 1889, was $98,894,497 .

(2) Estimate .
(3) Bulletin de Statistique .
(4) Cash .
(5) Statement nearest to December 31st.
(6) Statement nearest to June 30th .
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TABLE XIIL-CIRCCLATING NOTES AND LO ANS AND DISCOUNTS.

1`IaTITCTtONa.

NOTEa IN CIRCULATION .

Dec . 31,1889[Dec . 31, 1899IDec . 31, 1910

LOANS AND DISCOUNTS .

Dec . 31, 1889 Dec . 31, 1899 De . . 31, 1910 .

_i 1 $ 1 i
162,135,672 231,380,954 240,884,183 135,338,762 168,474,27 8

Bank of England . . . . . . . . . .
Joint stock and private
banks of England and

Wales (a) . . . . . . . . . . . . . . .
Scotch banlcs (a) . . . . . . . . . .

Irish banks . . . (a) . . . . . . . . .
Germany : Imperial bank (b)

Austria-Hungary (c) . . . . . . .

Bank of France . . . . . . . . . . .

Bank of Spain . . . . . . . . . . . .

Bank of Portugal . . . . . . . . . .
Bank of Nethetlands . . . . ., .
Bank of Belgium . . . . . . . . . .

Bank of ltaly . . . . . . . . . . . . .

Bank of Naples (c) . . . . . . . . ~.
Bank of Sicily . . . . . . . . . . . .
Bank of Greece . . . . . . . . . . .

Bank of Russia (d) . . . . . . . .
Bank of Finland . . . . . . . . . . .
Bank of Roumania . . . . . . . .
Bank of Bulgaria . . . . . . . . . .
Bank of Servia. . . . . . . . . . . .
Imperial Ottoman . . . . . . . . .
Bank . . . . . . . . . . . . . . . . . . . .
Bank of Sweden . . . . . . . . . . .
Bank of Denmark . . . . . . . .

.

Bank of Norway . . . . . . . . . .
Banks of Switzerland . . . . . .

Total Europe . . . . . . . . .

UNITED STATES:-

National Banks (e) . . . . . .

State banks and trust

companies . . . . . . . . . . . .

Total United States . . . . . .

6,265,453 4,277,868 559,677 1,271,400,557 1,856,444,394

30,207,962 38,372,771 34,679,171 282,192,971 342,835,839
32,430,941 31,814,062 35,094,288 134,354,897 180,235,31 4

211,532,155 295,630,142 476,902,4W 151,500,525 239,913,584

61

4240,

'

238

196

,

,

218

099 277

390,751,238

614,196,099 775,428,110 1,024,106,260 104,902,274- 109,501,116
142,797,710 294,948,832 333,880,832 225,391,948 327,637,113
8,318,3W 73,706,7W 83,781,3W 198,485,069 227,591,706

85,587,136 88,915,822 112,897,934 14,823,400 20,400,100

76,598,710 109,958,568 169,169,273
1
51
6,0~8 916 72,~90,029

281,453,444 323,020,240 476,510,660 . . . . . . . . . . . . 65,832,3W
144,402,600 ~ 16,617,3W

21,017,7W 24,260,100 25,669,0W . . . . . . . . . ` 8,318,3W

807,740,036 251,739,179 607,193,205 2,489,700 13,452,0 W

. , , , , , , , , , . . 14,455,700 23,912,700 150,771,600 203,570,562

21,114,2W 21,616,000 67,125,4 00 . . . . . . . . . . 10,788,7 00

77,586 1,541,105 15,751,1 00 9,013,1 00 15,169,80 0

. 6,619,90 0 9,746,500 1,428,200 8,241,100
. . . . . . . . . .

. . . . . . .
4,477,6W 4,643,298 3292,394,459 4050,490 32,523,146,

10,808,000 18,02 6,2 00 55,823,622 17,524,401 26,691,9W'
20,014,100 26,074,300 55,454,100 8,742,900 13,664,4W

13,162,600 16,694,500 22,492,963 9,862,300 14,513,6 W

I 30,108,0W 42,846,0W 57,852,952 96,770,200 155,268,5W

2,818,198,48 1

126,323,850

(f) 197,484

126,521,364

29,078,000
32,207,14 4
5,036,093

78,871,326

Banks of Australasia . . . . . .

Banks of Canada# . . . . . . . . .
Banks of South Africa . . . . .
Banks of.Japan . . . . . . . . . . .

Total . . . . . . . . . . . . . . . . .

Grand Total . . . . . . . . . .

145,192,563

3,089,914,408

2,973,194,348

199,358,383

53,109

199,411,49 2

21,995 .908
41,513,139
9001,762

124,779,896

197,380,70 5

3,369,986,545

4,324,716,35 8

684,135,804

27,70 7

684,163 .51 1

107,240,549

82,120,30 3

8,773,0W
200,009,214

398,143,06 6

5,407,022,935

3,031,196,40 2

1,933,509,33 2

1,908,762,79 9

3,842,272,13 1

623,589,889
149,958,980

25;620,935
109,874,19 7

909,044,001

4,184,131,405

7,782,512,534

2,507,954,980

2,659,940,630

5,167,895,610

t

196,531,354

2,276,938,156
343,873,231
214,743,890

339,461,004
210,490,725
344,854,790
175,510,323
43,618,000
60,811,784

131,113,243
142,802,576
38,001,700
15,478,600
26,093,600

361,498,220
18,971,900
40,277,1W
10,130,29 5
4,188,100

43,907,500
47,132,053
12,023,900
15,183,480
32,761,27 8

5,146,396,802

5,443,149,394

7,412,153,800

12,8 55,303,194

492,110,885
251,467,076
107,044,970

501,357,07 3

1,351,980,004

10,704,007,019

626,862,333
870,1W,890
179,028,958
915,641,30

6 2,591,633,48 7

20,593,333,483

(d)--Government notes .
(a)-May 17, 1890 (e)-Nearest date to Dec . 31st .

( b)-Yearly average of notes in circulation. (f)-Nearest date to June 30th .

(c)--Government and bank notes .

*On the relation of bank note circulation to reserves in Canada, see page 858 on
.
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Some highly significant facts as to the distribution amongst the nations of
recent credit expansion (the governing factor as we have seen in the monetary
situation since 1896) are to be noted in these summaries, though the difference
in banking and currency systems and conditions make caution necessary in
matters of detail. To assist in the analysis, the accompanying tables (Tables
XIV, XV, and XVI) showing the extent, in amount and per cent, of the increases
which have taken place in 1890-1910 in gold reserves, loans and discounts and
note circulation respectively in the several countries have been prepared. *

The extraordinary growtli in the Canadian figures, especially since 1900,
is the most arresting feature in the tables. In the matter, first, of gold re-
serves : in the twenty years, 1890-1910, Canadian stocks increased no less than
twelve-fold, rising from $ 7,000,000 to $22,000,000 between 1899-and 1900, and
from $22,000,000 to $108,000,000 between the latter date and 1910 . In actual
amount, Canada ranks after the United States, France, Russia and Italy atone,
as an accumulator of gold since 1900. In per cent growth Auring the saine
period : while Europe and South Africa increased their gold holdings 50 percent,
Australia 73 per cent and the United States 1 .06 per cent, Canada's increase was
378 per cent. Turning to loans and discounts, Canada leads the world in rate
of increase since 1910 with 246 per cent, compared with an increase in Europe
of 25 per cent, in South Africa of 67 per cent, and in the United States of 148
per cent. In the amount of loan increase, Canada's showing of $620,000,000 was
exceeded in the United States alone, and equalled two-thirds of the total increase
in the whole of Europe . Canada's bank note circulation is not based on reserves,
but it may be noted that it is shown as having nearly doubled between 1900 and
1910-a rate of growth exceeded in only six other countries, while the growth in
amount has been exceeded in only nine other countries . In Europe the growth
in circulation has been 45 per cent, in the United States 243 per cent, and in
Australasia 387 per cent.

To recapitulate from a somewhat different angle : In 1890 Canada's gold
reserve was z~s of the total similar reserve of the world ; in 1900 it was -r1. and
in 1910 it was ~s. Canada's loans and discounts which were ~ of the total in
1890, were 4'2 in 1900 and in 1910 . Canadian note circulation was ng, of the
total in 1890, A~ in 1900 and s; in 1910 .

It is interesting to note the çomments of the U. S. Dlint reports on the
general subject of gold absorption during the past twenty years. Reviewing the
decade 1890-99 the Mint points out that the increase in production ($9,00 0,-
000,000 as compared with the decade 1880-89) was "largely taken for the reor-
ganization of monetary systems and for strengthening bank reserves. The gold
reserves of European banks increased by 75 per cent, while the paper issues in-
creased less than 5 per cent ." Of the gold flowing into European banks, ($6S6 .-
000,000 in all) no less than $535,000,000 was taken by the State Banks of
Austria-Hungary, Russia and France, the first two being engaged in reorganizing
their currencies on a gold basis and France continuing her policy of accumulatin g

'The significance of tables like these, according to Mr . Hobson, (Gold, Prirea and Wages, page 45)
would be that they "dispel the notion of an automatic flooding of the bank reserves and a consequently
forced expansion of credit, and substitute the guiding principle that gold flôws into thosé uses and those
countries where there is a demand for it, and that, to understand the effects of the increased output of
gold, it is best to investigate the sources of demand ." . . And again (page 52), "The whole drift of
this evidence is towards a reversal of the order of causation commonly adopted by the goldites . Their
underlying assumption is tl~at an increased output of gold has power of itself to expand credit and so
to force up prices . The evidence as to the disposal of the new gold suggests, upon the contrary, that
the initial force is exerted in the shape of a demand for a larger volume of credit, and that this demand
draws into the banks of the countries where it is operative the requisite amount of gold to sustain it .
Thus the increased quantity of money appears in response to a demand for it ." Nevertheless, the abun-
dance of the gold supply may be regarded as allowing such demand to become operative .
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TABLE YIV .-INCRE•1SE IN GOLD STOCKS IN RE3ERVES, 1899-1910.

Banks and Treasuries .

: . . . . .Bank of England . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Scotch banks of issue . . . . . . . . . . . . . . . . . . . . . . : . . .

Irish banks of issue . . . . . . . . . . . . . . . . . . . . . . . . . . . .

GERN AN9:-

Imperialbank . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

German war fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Aastria-Hungary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of France . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Spain . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Portugal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Netherlands . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

National Bank of Belgium . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Italy
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .Naples I .

Sicil
y Bank ofRuaeia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .> . .

Bank of Finland . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . :. .

National Bank of Roumania . . . . . . . . . . . . . . . . . . . . . . . .

National Bank of Bulgaria . . . . . . . . . . . . . . . . . . . . . . . . .

National Bank of Serria . . . . . . . . . . . . . . . . . . . . . . . . . . .

Imperial Ottoman Bank . . . . . . . . . . . . . . . . . . . . . . . . . . .

Roy-al Bank of Sweden. . . . . . . . . . . . . . . . . . . . . : . . . : . . .

National Bank of Denmark . . . . . . . . . . . . . . . . . . . . . . . .

National Bank of Norway .. . . . . . . . . . . . . . . . . . . . . . . .

Banks of Switzerland . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of( ',reece . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

TotalI:urope .-. . . . . . . . . . . . . . . . . . . . . . . . . .

btiITED STATEE:-

Increase,1899 over1889

Amount .

54,590,577
7,961,619

*3,233,101

Per cent .

62 .9
35 . 6
*19 . 1

52,092,739

187,617,069
116,002,278
36,380,500

230,300
*6,470,12 8
8,385,41 9

*11,824,57

87 .5

710 . 5
47 .2

121 .0
4 .6

*26 .3
6 .61

*13 . 4

232,165,400 112 .0
135,100 3 . 2

*2,759,900 *28 .2
*1,455,400 *65 .4

*287,570 *17 .2
3,134,070I 87 .0
3,973,682` 59 .2
2,412,000 18 . 8
94,577 1 .1

7,426,446 64 .5

286,pOp . 286 . 0

686,857,1061 75 . 2

119,284,102
53,982,569

86,716,617

141 .3
208 . 5
27 . 6

In national banks . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

In State banks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

In the Treasury . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total United States . . . . . . . . . . . . . . . . . . . . .

Banks of Australasia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Canadian treasury and banks . . . . . . . . . . . . . . . . . . . . . . .

Banks of South Afrioa . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total/ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Grand Total. . . . . . . . . . . . . . . . . . . . . . . . . . . .

259,983,288

16,579,144
15,307,949
27,800,00 0

59,687,093

1,006,527,487

61 . 3

18 .4
209 .0
556 . 0

58 . 4

,.• 69 .8

Increase, 1910 over 1899.

Amount.

10,183,SOOI
6,369,00a I
4,053,000

Per cent .

7 .2
*21 . 1
29 . 5

47,791,250

b3,475,302
271,242,000

13,703,000
1,331,700

32,416,504
3,443,92 2

162,139,300

42 .8
. . . . . . . . . . . .

24 .9

75 .5
20 .8
25 . 4

278 .0
16 . 3

212 . 2

194,712,000 44.3

*77,200 *1 . 8

16,134,800 229 .6
5,482,000 887 .0
3,435,400 . 247 . 2

23,296,730 345 .9
11,125,908 104 .1
4,067,000 25 . 7
628,200 7 .1

11,176,824 59 .0

*193,000 1 *50 . 0

863,199,430 53 . 9

24,2 7 7,108
*373,00 0

702,927,94 4

726,832,052

78,067,689
85,569,341

17,600 .000

181 .237,030

1,771,268,512

11 .9
* . 5

175 . 5

106 . 2

73 .3
378 . 1

53 . 6

111 . 9

72 . 4

* Decrease .
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TABLE XV .-INCREASE IN LOANS AND DISCOUNTS, 1889-1910.

Institutions .

Bank of England . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Joint stock and private banks of England an d

Wales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Scotch banke . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Irish banke . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Germany: Imperial Bank . . . . . . . . . . . . . . . . . . . . . . . . . .
Austria-Hungary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Bank of France . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Bank of Spain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Bank of Portugal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Bank of Netherlands . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Bank of Belgium . . : . . . . . l . : . . . . . . . . . . . . . . . . . . . . . .
Bank of Italy I

Naples ) . . . . . . . . . . . . . . . . . . . . . . . . . . . .
8icily }

. . . .

Bank of Greece . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Bank of Rusaia . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . .
Bank of Finland . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Bank of Roumania . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Bank of Bulgaria . .. . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . .
Bank of Servia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Imperial Ottoman Bank . . . . . . . . . . . . . . . . . . . . . . . . . . .
Bank of Sweden . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Bank of Denmark . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Bank of Norway . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Banks of Switserland . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total, Europe . . . . . . . . : . . . . . . . . . . . . . . . . .

•
UNizEn STATaa:

National Banka . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
State Banks and Trust Co's . . . . . . . . . . . . . . . . . . . .

Total, United States . . . . . . . . . . . . . . . . . . . .

Banks of Auetralasia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Banks of Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Banks of South Africa . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Banks of Japan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total . . . . . . . . . . . . . . r . . . . . . . . . . . . . . . . . .

Grand Total . . . . . . . . . . . . . . . . . . . . . . . . . . .

•Deereaee.

Increase 1899 over 1889.

Amount.

33,135,516

Per cent .

24 . 4

585,043,837
60,642,868
45,880,417
88,413,059
4,598,842

102,245,165

29,106,637
5,576,700
194,660*

56,511,11 3

52,634,700*

10,962,300

52,798,962

. . . . . . . . . . . .

6,156,700
6,812,900

27,879,848-
9,167,499
4,921,500
4,651,300
58,498,300

1,152,935,003

574,445,648
751,177,83 1

1,325,623,479

131,479,004*
101,508,096
81,424,035

391,482,876

442,936,003

2,921,494,485

46 .1
21 .4
34 .1
58 . 3
4 .3

45 .3
14 .6
37 . 6

.4*
351 . 4

37 .2 *

440 .3
35 .1

. .~
. 3

407 .7

600 .4
52 .8
56 .3
47 .1
60 . 4

34 . 7

29 .7
39 . 3

34 . 5

21 .1*
67 . 7

317 .7
356 . 3

48 . 7

.37 .6

Increase 1910 over 1899.

Amount . - Per cent.

f

28,057,076

420,493,762
1,037,39 2

34,508,578
99,547,420

100,989,609
17,217,677
52,081,383 *
23,217,90 0
9,927,660
58,523,214

205,514,976

12,641,600
157,927,658

8,183,200
25,1 (V7,300
1,889,195
1,215,900
11,384,354
20,440,153
1,640,500 *
569,880

122,507,222*

16 . 6

22 .6
. 3

19 .1
41 .5

92 . 2

5 .2
22 .9*

113 . 8
19 .5
80 . 6

116 . 2

93 .9
77 .5
75 .8

165 .5
22 .9
40 .9
35 .0
76 .5
12 .1+
4 .6
79 . 1) *

982,265,397

2,935,194,414
4,752,213,17 0

7,687,407,584

134,751,448
618,633,814
71,983,988

414,284,233

1,239,653,483

9,889,326,464

24 . 9

117 .0
178 . 6

148 . 7

27 .3
246 . 0

67 .2
8 : . 6

91 . 7

92 .3
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TABLE XVI.-INCREASE IN NOTES IN CIRCULATION, 1889-1910 .

Institutions.

. . . . . . . . :. . . . . . .Bank ef Angland . . . . . . . . . . . . . . . . .
Joint eioek and private banks of England and

Wales. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Scotch banke . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Irish banke . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Germany : Imperial bank . . . . . . . . . . . . . . . . . . . . . . . . . .

AustriarHungary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank ofIYan~e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of SpainSpain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Bank of Portugal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Netherlanda . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Belgium . . . . . . . . . . . . . . . . . . . . . . . . . . :. . . . . .

Bank of Ital,y
Naples . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Sicily,
.. . . . ., .

Bank of Greene . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Russia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Finland . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Roumanis . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Bulgaria . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Servis, . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Imperial Ottoman Bank. . . . . . . . . . . . . . . . . . . . . . : . . . .

Bank of 6weden. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Denmark . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Bank of Norway . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Banks of 6witserland . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total Europe . . . . . . . . . . . . . . . . . . . . . . . . .

Uhrrra t5rea w:- -
Nationalbanks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Staie .banks and trust companies . . . . . . . . . . . . . . .

Total United States . . . . . . . . . . . . . . . . . . . .

Banks of Australasia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Banks of Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Banks of South Africa . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Banks efJapan . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . .

Total . . . . . . . . . . . . . . . . . . . . . . . . . . .

Grand Total . . . . . . . . . . . . . . . . . . . . . . . . . . .

Increase, 1899 over 1889.

Amount .

i

69,245,282

1,987,585*
8,164,809

_ 616,879«
37,578,587

84,097,987

161,232,911
152,151,122
65,388,400
3,328,686

33,359,858

Per cent.

42 . 7

31.8*
27 . 0
2.0*
15 .6

39 .7
26 . 6
106 .5
786 .0

3 . 9
43 . 5

41,566,796

3,242,400
556,000,857*

.
S(

1,463,419
.

1,656,031
7,218,200
6,060,200
3,531,900

12,738,00 0

154,995,867

73,034,~03
144,375 *

72,890,128

7,082,092*

9,305,995
4,055,669
45,908,570

52,188 .142

280,072,137

14 . 7

15 .4
68 .9'*

. . . . . . . . . .

98 .6

69 .1
66 .7
30 .2

26 .8
42 . 3

5 . 1

57 .8
73 .1*

57 . 6

24 .4*
28 .8
80 .5
58 . 2

35 . 9

9 .0

829

Increase, 1910 over 1899.

Amount.

9,503,229

Per oent .

4 . 1

3,718,191*
3,693,600*
3,280,226

112,934,433
181,272,258
248,678,15 0
38,932,000
10,074,600
23,982,112
59,210,705

153,490.420

1,408,900
355,454,026

9,457,000
45,509 .400
14,209,99 5
3,126,600
4,271,100

37, 797,422
29,379,800

5,798,463
15,006,952

1,351,522,01 0

484,777,421
25,402*

484,752,01 9

85,244,641
40,607,164

318,762*
75,229,31 8

200,762,361

2,037,036,390

87 .0 ;

9 .-7*
10 .3
40 .6
61 .3
32 .0
13 .2

13 .6

26 .9

53 . 8

47 . 5

5 .8
141 . 2

65 .4
215 .3
102 . 2
47 .2
10 .5

209 . 6
112 . 6
34 .7
35 . 0

45 . 4

243 .1
47 .9 *

243 . 0

387 .5
97 . 7
3 .5*
60 .2

101 . 7

60 . 4

*F)eereaae . '
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gold after suspending the free coinage of silver . On the decade 1900-1910 the
D'Iint comnients :

An examination of the individual gains of these institutions will show that a large amount
of the new gold taken by Europe has been devoted to the same purpose as in the preceding
period, to wit, the rehabilitation of monetary systems and to strengthen and buttress the
institutions of issue .

In southeastern Europe four countries, chiefly devoted to agriculture, to wit, Bulgaria,
Roumania, Servia and Turkey, have taken since 1899 approximately $48,000,000 for their
banking institutions, which previously held insignificant reserves of gold .

Italy is one of the important countries of Europe which 10 years ago had an incon-
vertible paper currency, but has since acquired . large reserves of gold.

Of the total gain, $863,000,000, made by all the European banks, southeastern Europe,
including Austria-Hungary with the four countries already named, and Italy, Russia and
France took $729,568,000, and all the other banks of Europe, including those of the United
Kingdom, secured $133,000,000. '

In this connection it should be noted that although the Bank of France increased its
gold reserve during this period by 75 per cent, its discounts and advances increased only 5
per cent . In short, the distribution of new gold in Europe does not appear to have been
such as might be expected to have a large intluepce upon prices . To a great extent it has
evidently been governed by national or banking policies, the banks that have most largely
increased their reserves having resolved for business or political reasons upon this course .

The Bank of the Netherlands has increased its holdings from $18,000,000 to $50,000,000,
while the Bank of Belgium has increased its holdings from $21,000,000 to $24,000,000, and
there is no corresponding increasé in the business of the two institutions. In fact, the latter

is now the larger institution of the two.
The two countries of Europe which made the greatest industrial progress during the

period were unquestionably the United Kingdom and Germany, and of the $863,000,000 dis-
tributed to all the European banks of issue the two great, banks of issue which hold the final
reserves of money and credit for these countries secured less than $60,000,000 .

England, sitting at the crossroads of the world's exchanges, financing enterprises in all
quarters of the globe, handling a larger volume of international credits and payments than
any other country and owning more gold mines than any other country, presents the anomaly
of holding less of the new gold than any other important country . The loans and discounts

of its banks increased $450,000,000, "nith a gain of only $10,000,000 in its reserves .
Canada makes a notable showing of increased reserves and credits, the gold stock rising

from $22,000,000 to $85,000,000, and the bank loans from $251,000,000 to $870,000,000, but
in attempting to trace the influence of,this gold and credit upon prices it is to be considered
here, as in the case of South American countries, that they have been chiefly used in increas-
ing ihe production of food supplies and raw materials.* The .chief products of Canada, wheat
and flour, are among the commodities of the price tables which show the smallest percentage
of advance over former years. The full effects upon the prices of food staples of this expan-
sion of industry and credit in Canada has not yet been felt . A large increase in the produc-

tion of these commodities is, no doubt, ilitpending .
The country which appears as the largest factor in the absorption of gold and in the

expansion of credit during the period is the United States . The banks and (3overnment

Treasury increased their gold holdings by $702,927,944, the national banks increased their
note circulation $557,800,000, and the national and State banks together increased their loans
and discounts from $5,167,895,610 to $12,855,503,194. The gain in gold was 106 per cent

and in bank loans 115 per cent .
The reasons for this enormous absorption of gold and expansion of credit in the United

States cannot be dwelt upon here further than to suggest that the explanation is to be found
in the natural resources of the conntry, its location and climate, the character of its popula-
tion, its accumulated wealth, and the readiness of other peoples to invest their capital here .

Taking all things together, conditions were doubtless more favourable in this country and
Canada for development on a great scale during the period under review than anywhere else
in the world . §

*But see with regard to this statement the fenera: conclusions arrived at in Part II, Section (2) of
this Memorandum .

$]dr. Hobson comments on this summary (Gold, Yricea and iVadex,'p . 51) : approximately correct,

we are driven to the following conclusions:-
1 . That there has been during the period 1889-1910, and especially during the period 1 9 00=10, on

extreme:y large expansion of the quantity of money .
•2 . That this expansion of money has chiefl y- been an expansion of credit .

3 . That this expansion of credit has required and obtained an increased quantity of gold for its
support .

4 . That the expansion of money has been chiefly op+erative in North and South America, and in other

new developing parts of the world.
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The -U. S. Mint's summary, it will be noted ends with 1910, but from
Tables VIII, IX, X, and XI, it is apparent that no material change in general

tendencies has developed since . Amplifying the above statement in the light
of subsequent data, it may be pointed out that of the increase in total gold
stocks between 1900 and the end of 1912, $859,300,000 or nearly one-fourth
was secured by the United States, which on January 1st, 1913, held $1,879,500,000
as compared with $1,020,200,000 on January 1st 1900 . The next largest in-

crease by any one country was by France, which had up to 1913 added $389,-
400,000 to her total stock, bringing it up to a total of $1,200,000,000, but the
latter figure is an old estimate, and almost certainly too low . India stood third

with respect to the increase, with a gain of $351,800,000, whereas her total stock
on January 1, 1900, was only $22,200,000 . These figures well illustrate the

phenomenal absorption of the yellow metal by India in recent years . The next

largest gain was by Argentina, which on January 1st, 1913, held $281,400,000,
practically all of 'which was accumulated during this period . Other important

gains were those made by the United- Kingdom, $244,200,000 ; Russia, $208,-

500,000 ; Canada, $127,800,000 ; Brazil (which raised its gold stock from practi-

cally nothing in 1900, to $125,500,000 at the beginning of 1913) ; Egypt, $160,-

000,000 ; Germany, $165,500,000, and Italy, $151,300,000 .

The U. S. Diint records did not separate reserves from circulation prior to
1903, which is therefore the earliest date from which the growth of stocks of
gold in reserves as distinguished from total stocks can be traced. Comparing

the figures for January 1, 1904, and the figures for January 1, 1913, the follow-

ing facts may be observed : The world's stock of gold in reserves at the end of

1912 was $5,408,300,000 ; this compares with a stock of $2,941,300,000 similarly

held in January, 1904, an increase of $2,467,000,000,- or 83 per cent in the nine

years. Of this increase, $635,500,000 or nearly one-fourth was secured by the
United States which on January 1st, 1913, held 1,494,500,000 as _compared with

$859,000,000 on January 1, 1904. The next largest increase by any one country
was by France which added $160,100,000 to her reserves, bringing them up to
a total of $619,000,000, while in January 1, 1904 they were $458,900,000 . Ar-

gentina stood third with respect to the increase, with a gain of $281,400,000 on
January 1, 1913, which was practically all accumulated during the past ten years .

The next largest gain was by Russia, which on January 1, 1913, held $646,-

100,000, a gain of $260,300,000 over January 1, 1904. Other important gains

were those of the United Kingdom, $159,300,000 ; Italy, $131,900,000 ; Brazil,

$125,500,000 ; Canada, $87,800,000 ; Germany, $80.600,000, and India, $60,-

800,000. *

*"The German Reichsbank,° writes the London Statist, speaking of 1913, "in the course of the

Year, added over £19,750,000 to its gold reserve . The Imperial Bank of Russia added £13,606,000 to its

holdings. The Bank of France did nearly as well . having augmented its gold reserve by nearly £13,-

250,000. The Bank of England increased its gold holding by considerably more than seven millions.

In other words, of the production for the year of about £98,000,000, these four great institutions between

them took over £53,750,000, or 54 .8 per cent . "

The following notes on the condition of reserves in Enôland, Russia and Germany
on the outbreak

of Ihe war in August, 1914, are from the Economie Journal, September, 1914 :

E-ngland .-The crises found the Bank ( of England) (July 22nd) with a reserve (£29,000,000) and

an aggregate gold-holding (£40,000,000) of normal amount, and a bank-rate of 3 per cent. On Wed-

nesday, July 29th, they lost about £1,000,000 in sovereigns for the Continent ; and, during the week

ending on that day, £1,000,000
had been taken out for the joint stock banks and the internal circulation .

These amounts were ' tri6ing. The flood of bills taken to the Bank for re-discount had, however, already

begun and was shown by increases in the July 29th return of £12,250,000 in the "other deposits," and

£13,650,000 in the"other securities." On this the bank-rate was raised to 4 per cent .

Ruaaia .-The last return before the war (July 21st) showed £160,114,000 in gold, £7,382,000 in

silver, and £14,395,000 on deposit abroad . The note circulation was £163,411,000, and the fixed

fiduciary issue £30,000,000, so that the unissued margin of notes amounted to £48,481,000 . . . . On

Jnly 31st the maximum of the fi duciary issue was raised from £30,000,000 to £150,000,000, and in spite

of the large amount of cash held, the obli g ation to meet the notes in specie was entirely suspended . By

August 5th the note circulation had risen to £185,978,000 aeainst "cash" amounting to £178,66T,000,
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Bank Deposits .

The volume of bank deposits is very largely a reflection of bank ioans,#
for which statistics have been already given . It may be of interest, however, to
add the statistics as to the increase which has taken place in bank deposits in the
United Kingdom, the United States, Australasia, France, and Germany, these
being the countries for which such figures are readily available, and representing
as it happens, respectively, low, high and medium rates of increase in the com-
modity price line (see Part I, Section I, chapter III) . Compared with 1900 the
deposits in the United Kingdom show (Table XVII) in 1912 a rise of 90 per cent ;
those in the United States (Table gVIII) a gain of 140 per cent ; those in Aus-
tralasia (Table XIX) a gain of 85 per cent ; those in French Savings Banks
(Table X%) a gain of 33 per cent ; and those in Germany (Table %%I) a gain
of 170 per cent . Canada's bank deposits increased between 1900 and 1913 by
very nearly 300 per cent. , I

the balance abroad having fallen to £11,604,000 . By August 14th the note circulàtion was £282,106,000
against "cash" practically unchanged at £178,482,000. Apparently about £40,000,000 of the additional
note issue was represented by advances to the Treasury, presumably for mobilisation purposes. The
exchange value of the rouble stands at a heavy discount, and quotations are somewhat nominal .

0 ermafMl:The Reicbsbank's go'd was increased between July 23rd and August 31st by about
£10,000,000, or approximately £2,000,000 more than the amount supposed to have been transferred to it
from the war chest at Spadau . No new gold is now issued, and not much seems to have been recovered
from the internal circulation. The note circulation rose from £94,545,000 on July 23rd to £194,097,000
on August 15th (the date of the next return), £199,998,000 on August 22n4 and 2211,744,000 on August
31st-an aggregate increase during the month of 2117,000,000 . The note issue was still well within the
limit formerly prescribed of three times the "cash ." It is to be remarked that the stock of silver was
quickly drawn upon, falling from £16,731,000 on July 23rd to £4,084,650 on August 15tk, and to
£3,317,700 on August 22nd.

"It is usually supposed that bankers take money from one set of customers and then lend it to
other customers ; but in most cases, the money taken by one bank has been lent by another . . When'
ever a bank makes a loan, whatever be the collateral, or, again, whenever it discounts a bill, in each case
it gives the borrower or the seller of the bill a credit in its books,-in other words, a deposit . .
And so it appears that the loans of one bank make the deposits of others, and its deposits consist
largely of other banks' loans. . . And when its loans are repaid, or bills that it has discounted are met
on maturity, this can only be done by the customers who have borrowed from it or taken bills to it for
discount, paying it a cheque on itself, and so cancelling a deposit. The broad conclusion arrived at is
that banking deposits come into being to a small citent by cash paid into banks across the cotanter, to a
larger but still comparatively small extent by purchases of securities by the banks whicà create book
credits, and chiefly by loans from the banks which also create book credits . There is nothing slarming
in this conclusion, though people who have been accustomed to regard bank deposits as so mach cash
paid in are sometimes startled when the other side of the matter is put to them, and feel that banking
credit is a kind of questionable conspiracy between banks and their customers . A little reflection shows
that it in a beautiful piece of evenly working mechanism by which coin is economized and a perfect eur-
rency is provided with extraordinary ease and cheapness . Nor need any sense of disillusionment be felt
when it is realized that bank deposits, in so far as they are borrowed, are evidence of indebtedness quite
as muçh as of wealth ."-Hartly Withers, The Meaning of Money, 58-73 .

"When once it is generally recognized that deposits subject to check are a form of currency similar
in function to bank notes,-in fact, are to-day the chief form-the diseussion of the price level will
assume a new phase."-Irving Fisher, Why is the Dollar 67erinking, p . 215.

t"Now this is where a current mistake, or almost a myth, exists in Canada. You take even the
financial papers, certainly the ordinary financial column in the daily press, and you read various things
-about the increase in the deposits-people rolling up their savings in the banks, the increase in deposits
becoming the basis of the loans which the banks are making, and all that sort of thing . Now the curious
fact is that nearly a ll that is quite untrue. . . . It should be the other way round : the lôanA farniah the

discounts. . . What, then, do the deposits and discounts represent t They represent simply the volume
of business being done:'-Adam 8hortt,-Addresa to Canadian Club of Ottawa, 1913 .
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TABLE XVII. $ANB DEPOSITS IN THE UNITED KINGDOM, 1890-1912.*

(Inclading deposits and current aocoYnts as in October in each year .)

(In thousands of poanda sterling. )

JOINT-STOCK BANKS .

Colonial
(with

Foreign
(with Private Total

Date Englan d
and Scotland Ireland ondon banks

Wales offices )

1890 9390,752
8

£89,076
92 591

£39,07 1
33 839

£175,621
182,243

£68,670
63,009

9189 1
1892

422,72
435 .345

,
92,520

,
40,31 6

539
178,006

568106
58,303

91 053
£70,899

66,440
£875,3 8
792,54 0

1893
1894

432,67 0
445,158

92,41 3
92,091

40 ,
41,670

,
161,590

78 8167

,
58,25 0

84 663
63,90 8
69 170

862,66 7
923,183

1895 485,27 7
564 538

93,489
33 894

43,61 3
56645

,
172,727

,
86,625

,
47,298 1,011,09 2

9 08 41896
1897

,
665,006

,
95,882

,
45,580

6 083
156,32 0
148 658

72,60 4
25178

48,79 8
39,984

,19
1,006,387

189 8
1899

596,794
624,715

96,617
99,189

,4
46,943

,
156,971

50367

,
105,676

610115
41,41 0

10242
1,074,904
1,096,784

190 0
1901

620,169
634 346

103,674
107,347

47,72 6
48,428

,1
185,541

,
192,193

980

,
39,544

55634
1,207,39 9
239 82 71

1902
,

641,294
5 115

107,13 6
43 7106

48,84 5
50 439

203,01 6
214,297

204 ,
217,664

,
31,025

,,
1,264,977

7190 3
1904

,64
642,286

,
103,815

,
b2,271 211,47 9

65 9229
257,83 4

51 3299
28,342
26,610

1,296,02
1,383,14 2

1905
1906

672,32 9
683,788

101,538
101,062

53,493
53,959

,
240,663

,
331,854

871
27,41 7
27 426

1,438,74 3
16 953 71

1907
1908

713,26 3
712 282

105,232
718108

65,984
58 306

253,39 3
253,453

381,
360,749

,
26,842

,,
1,520,350

1909
,

678,664

,
88,178

,
45 .761 ~68;048 386,180

056

24,009
5 .i325

1,4s}0,84 0
612 1681

1910
9

706,87 5
7 8

87,70 6
98 588

47,31 7
49 495

314,662
351,437

430 ,
639,811

, .
26,657

,,
1,890,143

1 1 1
1912

733, 5
752,402

,
92,959

,
51,129 370,447 786,000 27,140 2,080,077

* 1890-1908, from Report of U.S., National Monetary Commission ; 1909-1912, from Annual Reports of

U.S. ; Comptroller of Currency. .

TABLE %VIII .-UNITED STATES.-INDIVIDUAL DEPOSIT3 .*

(In millions of dollars) .

Year.

In
National

Banks,

In
Savings
Banks j'

In
State
Banks

I n
Loan an d

Trus t
Companies

I n
Private
Banks $

Total *

1890 . . . . . . . . . . . . . . . . . . . . . . . 1,521 .7 1,550 .0 553 .0 336 .5 99 .7
095

4,061 .0
84 196

1891 . . . . . . . . . . . . . . . . . . . . . . . 1,535 .1 1,654 .8 556 . 6
648 5

355 . 3
411 7

.
93 .1

, .
4,664 . 9

1892 . . . . . . . . . . . . . . . . . . . . . . .
1893

1,753 .3
81 556

1,759 . 3
1,808 .8

.
706 .9

.
486 .2 " 68.6 4,627 . 2

. . . . . . . . . . . . . . . . . . . . . . .
1894 . . .• . . .• . . . . . . . . . . . . . . .

, .
1.677 .8 1,777 .8 658 .1 471 .3 . 66 . 1

81 8
4 .651 .1

34 92 1
1895 . . . . . . . . . . . . . . . . . . . . . . . 1,736 .0 1,844 .4

55

712 . 4
695 7

546 . 7
586 .5

.
59 .1

.,
4,945 . 1

1896 . . . . . . . . . . . . . . . . . . . . . . .
1897

1,668 . 4
1 770 5

.1,93
1,983 .4

.
723 .6 566 .9 50 .3 5,094 . 7

. . . . . . . . . . . . . . . . . . . . . . .

1893,,,,,• : .. . . . . . . . . . . . . . . .
, .

2,023 .4 2,028 .2 1,912 .4 662 .1
5

62 .1
065

5,688 . 2
768 . 76

1899 . . . . . . . . . . . . . . . . . . . . .. . . 2,522 .2 2,182 .0 1,164 . 0
266 7

835 .
028 21

.
96 2

,
7,239 . 0

1900,,,,,,,,,,,,,,,,,,,,,,, 2,458 . 1
941 82

2 .389 .7
65182

.1,
610 . 51

.,
1,271 .1

.
118 .6 8,460 . 6

1901 . . . . . . . . . . . . . . . . . . . . . . .
1902

.,
3 098 9

.,
2,650 .1

,
1,698 .2 1,525 .9 131 .7 9,104 . 7

. . . . . . . . . . . . . . . . . . . . . . .
1903

, .
3,201 .0 2,815 .5 . 1,814 .6 1,539 .4 133 .2 9,553 .7

5. . . . . . . . . . . . . . . . . . . . . . .
1904 3,312 .4 2,918 .8 2,073 .2 1,600 .3 96 .8 10,000 .

7. . . . . . . . . . . . . . . . . . . . . . .
1905 . . . . . . . . . . 3,783 .7 3,093 .1 2,365 .2 1,980 .9 127 .9 11,350 .

812 21 5. . . . . . . . . . . . .
1906 . . . . . . . . . . . . . . . . . . . . . . . 4,055 .9 3,299 . 5

4

2,741 . 5
068 63

2,008 . 9
06 12 6

109 . 9
151 .1

.,
13,099 . 6

1907 . . . . . . . . . . . . . . . . . . . . . . .
1908

4,322 . 9
374 64

3,495 .
3,479 .2

.,
2,937 .1

.,
1,867 .0 126 .7 12,784 . 5

. . . . . . . . . . . . . . . . . . . . . . .
1909

.,
4,39S .6 3,713 .4 2,467 .0 "2,835 .8 193 . 3

124 6

14,108 .0
415 253

1910 . . . . . . . . . . . . . . . . . . . . . . . 5,2S7 .2 4,070 .5
6

2,727 . 9
777 62

3,073 . 1
295 93

.
142 .3

.,
15,906 . 3

1911 . . . . . . . . . . . . . . . . . . . . . . .
1912

5 .478 . 0
825 55

4,212 .
4,451 .6

.,
2,020 .0

.,
3,674 .6 152 .5 17,024 . 0

'. . . . . . . . . . . . . . . . . . . . . . .
1913 . . . . . . . . . . . . . . . . . . . . . . .

. , .
5,953 .5 4,727 .4 3,082 .8 3,575 .2 143 .5 2 . 317,48

* Statistics of National banks are as of reports nearest to June 30th of each year. Those of other banks conibine

reports of various dates within th^ year .
f From 1S96 to 1908, inclusive, includrs Illinois State Banks having savings depa rtments.

$ Includes only those voluntarily reporting, estimated at one-fourth of total private banks ,

~ _ . . . .., ., ...,
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TABLE XIX .-DEPOSITS IN THE BANKS OF AUSTRALASIA.*

Year.

1871 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1881 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1891 . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . .

1901 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1911 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1912 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1913 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

£
25,158,000
62,761,00 0

119,460,000
107,522,000
170,212,000
175,428,000
175,181,000

£
3,676,000
9,443,000
18,943,000
38,150,000
76,587,000
85,020,000
94,462,000

•From Government returns, completed by the Ststist, London, May 23, 1914.

TABLE XX .-DEPOSITS IN FRENCH SAVINGS BANKS.*

Year.

1885* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1890 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1895 . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1900 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1905. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1910 . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . .

1911 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

•From the Statist, London, May 23, 1914.

£
88,440,000

116,480,000
135,800,000
130,560,000
135,080,000
161,240,000
160,320,000

£
6,166,000
16,537,000
30,138,000

40,410,000

51,130,000

61,547,000

68,164,000

Total.

£
28,834,000
72,204,000
138,403,000
145,672,000
246,709,000
260,44S,0~J0
269,643,000

Total

£
94,606,000

133,017,000
165,938,000
170,970,000
185,210,000
222,787,000
228,484,000

TABLE XXI. DEPOSITS OF THE GERMAN JOINT STOCK BANKS, 1890-1907.

(Compiled by the Centratoerband des Deutschen Bank-Und Bankier-gewerbes . )

Year

1890
1891
1892
1893
1894
1895
1896
1897
1898
1899
1900
1901
1902
1903
1904
1905
1906
1907
1912

Ordinary Banks .

Ordinary Savings
Banks .

Number
of banks

300
331
331
352
356
350
354
347
357
366
370
374
365
364
358
356
359

t396

Deposits and
current accounts

(in marks )

1,508,993,098
1,548,390,420
1,550,805,561
1,558,306,166
1,999,362,971
2,243,187,333
2,250,587,567
2,547,280,072
2,994,805,580
3,348,533,453
3,501,782,984
3,600,933,919
3,936,297,828
4,281,939,487
4,951,557,315
5,745,155,949
6,671,196,721
7,067,357,073
9,561,240,000

Savings Banks.

National Savings
Banks .

t" There was but a small increase in bank depoaitq in 1913, as Germany has recently been engaged in a P' l'cy

of "concentration" and so lidification." The Statist, London, May 23, 1914.
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(B .) CURRENCY.

passing to the second monetary use of gold, namely as currency, the tables
on page 65 on may again be cited for the light they throw as to conditions of the

circulation .
A summary statement on this basis of the growth of circulation since the

beginning of 1904 is as follows
: The world's stock of gold in circulation at the

end of 1912 was $3,042,400,000
. This compares with a stock of $2,614,800,000

in 1903, an increase of $427,600,000 or sixteen per cent in the nine years
. Of

this increase $131,200,000, or nearly one-third was secured by Egypt which on
January 1st, 1913, had $181,200,000 as compared with $50,000,000 on January

1st, 1904
. The next largest increase by any one country was by Turkey whic

h
,500,000

added $87,500,000 to her circulation, bringing it u1p~o1 9a 04talF~$ ce7stood third
January 1st, 1913, from $40,000,000 on January

with respect to the increase, with a gain of $71,600,000
; her total circulation on

January 1, 1904, was $509,400,000.
b'Iany of the large countries have less gold in circulation at the end of 1913

than in January, 1904. Some of these decreases are : the United States,

400,000 ; Russia, $43,800,000 ; Germany, $18,600,000 ; South Africa, ,

,and the United Kingdom, $11,800,000.

Coinages.

Statistics of coinages throw light on the monetary consumption of gold
.

Though coined money is not necessarily money in circulation,* the figures may

be presented here
. The accompanying tables give (1) the record of coinages in

the principal countries of the world as compiled from the annual reports of the
United Kingdom Royal mint, (2) a summary of the coinages of the world pre-
pared by the United States mint, and (3) a statement by the latter authority of
recoinages which must be deducted from the coinage statistics if the purpose be

to note demands of this kind on the new gold
. (Tables XXII, XXIII, XXIV

and XXV.)

*The entire Canadian gold reserve, for example, was until 1914 in the form of
coin. On the other

rves of any o
f hand, gold bullionenters immediately into monetary use when it enters the resenotea being issnedeagainst

pean banks of issue, and, in the United States, as
60032 as it enters the Treasury,

it without waiting for coinage.
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TABLE XXII .-COINAGES OF GOLD, 1890-1912.

(Compiled from Annual Reporta of Royal Mint. )

YEAS. United United France Germany. India . British Total for
Kingdom States . Colonies. world .

£ :E £ £ £ £ £

1890 . . . . . . . . . . . 7,680,262 4,587,864 824,112 4,967,461
1891 . . . . ., . . . . . 6,723,496 5,035,875 696,881 2,999,416
1892 . . . . . . . . . . . 13,907,023 7,397,289 180,565 1,862,159 16,524
1893 . . . . . . . . . . . 9,266,461 6,257,945 2,037,734 5,521,048
1894 . . . . . . . . . . . 5,678,374 20,723,940 393,242 7,864,108
1895 . . . . . . . . . . . 3,511,205 9,152,807 4,320,277 5,375,701
1896 . . . . . . . . . . . 11,917,773 12,266,352 4,501,530 5,280,142 . . ., : . . . . . . . . . . . . . . . . . . . 41,496,49 7
1897 . . . . . . . . . . . 9,446,643 14,926,397 8,855,182 6,333,121 . . . . . . . . . . . . . . . . . . . . . . . 74,032,32 0
1898 . . . . . . . . . . . 13,902,748 13,465,597 7,093,062 8,965,355 . . . . . . . . . . . . . . . . . . . . . . . . 124,800,14 2

1899 . . . . . . . . . . . 18,839,678 22,536,912 2,159,401 7,064,081 . . . . . .. . . . . . . . . . . . . . . . . . . 101,934,91 4

1900 . . . . . . . . . . . 23,024,568 22,4S6,898 1,201,953 7,285,797 . . . . . . . . . . . . . . . . . . . . . . . . . 99,075,18 5

1901 . . . . . . . . . . . 12,486,814 20,638,691 2,995,164 5,913,709 . . . . . . . . . . . . . . . . . . . . . . . . 45,456,69 5

1902 . . . . . . . . . . . 18,537,473 12,912,619 1,954,966 4,388,086 . . . . . . . . . . . . . . . . . . . . . . . . 41,431,341

1903 . . . . . . . . . . . 21,267,718 9,525,369 3,564,524 4,673,505 . . . . . . . . . . . . . . . . . . . . . . . . 54,135,878

1904 . . . . . . . . . . . 22,166,757 43,462,217 6,285,039 4,503,004 . . . . . . . . . . . . . . . . . . . . . . . . 85,119,039

1905 . . . . . . . . . . . 18,710,430 16,663,269 7,936,759 7,605,302 . 61,962,972

1906 . . . . . . . . . . . 24,064,391 11,042,104 13,277,537 8,612,404 . 68,710,292

1907 . . . . . . . . . . . 31,419,353 16,587,987 15,598,298 3,345,780 . . . . . . . . . . . . . . . . . . . . . . . . 76,117,646

1908 . . . . . . . . . . . 24,184,796 41,091,328 6,129,347 3,290,014 . . . . . . . . . . . . . . . . . . . . . . . . 80,842,755

1909 . . . . . . . . . . . 23,905,133 22,537,519 8,029,082 6,149,668 . . . . . . . . . . . . . . . . . . . . . . . . 67,554,229

1910 . . . . . . . . . . .
1911 . . . . . . . . . . .
1912 . . . . . . . . . . .

35,037,65 3
43,305,72 2
42,543,480

21,817,444
11,703,50 5
3,645,526

5,547,36 5
5,149,44 9
9,047,827

10,080,033
5,354,05 7
6,823,792

. . . . . . . . . . . .

. . . . . . . . . . . .

. . . . . . . . . . . .

. . . . . . . . . . . .

. . . . . . . . . . . .
323,834

84,815,668
76,681,177
74,018,963

TABLE XXIII .-COINAGES OF SILVER, 1890-1912 .

(Compiled from Annual Reports of Royal bfint:) -

YEAR. United
Kingdom

United
States.

France Germany. India. British
Colonies.

Total for
world.

£ ~ £ £ £ £ £

1890 . . . . . . . . . . . 1,712,161 7,669,966 . . . . . . . . . . . . . . . . . . . . . . . . 5,700,773 5,281,53 7

1891 . . . . . . . . . . . 1,056,528 7,973,337 . . . . . . . . . . . . 239,339 8,775,649 5,422,59 2

1892 . . . . . . . . . . . 778,932 3,122,766 . . . . . . . . . . . . 260,055 3,702,649 6,235,75 0
1893 . . . . . . . . . . . 1,088,406 2,616,862 . . . . . . . . . . . . 439,855 8,461,017 6,587,76 4
1894 . . . . . . . . . . . 822,492 1,255,187 160,000 224,358 3,208,333 7,233,874
1895 . . . . . . . . . . . 1,187,010 1,889,475 320,000 383,621 63,063 6,923,869

1896 . . . . . . . . . . . 1,329,821 2,383,466 2,600,284 571,086 292,713 1,189,087 21,944,049

1897 . . . . . . . . . . . 941,853 5,068,289 1,760 . . . . . . . . . . . . 382,235 2,038,039 31,032,45 1

1898 . . . . . . . . . . . 1,274,065 3,434,497 1,600,000 778,277 651,128 5,297,805 28,423,82 1

1S99 . . . . . . . . . . . 1,623,029 5,775,331 1,080,000 913,089 465,576 4,320,406 31,279,692

1900 . . . . . . . . . . . 2,106,178 6,494,132 227,859 1,185,984 1,483,983 7,942,942 34,111,080

1901 . . . . . . . . . . . 830,125 7,346,979 496,000 1,501,830 11,509,915 2,813,498 27,674,59 3

1902 . . . . . . . . . . . 1,101,085 6,274,244 475,563 2,205,279 3,423,182 6,452,402 23,250,71 2

1903 . . . . . . . . . . . 538,010 5,415,945 63,352 3,006,953 7,592,990 7,480,955 33,658,89 5

1904 . . . . . . . . . . . 625,654 3,712,683 480,000 3,239,896 11,020,770 2,719,471 30,648,01 4

1905 . . . . . . . . . . . 314,710 900,827 447,758 3,420,284 7,580,291 3,000,669 23,313,07 8

1906 . . . . . . . . . . . 1,822,393 151,432 129,907 3,091,674 13,334,297 214,124 27,576,27 2

1907 . . . . . . . . . . . 2,039,934 2,703,028 249,146 4,247,201 17,390,495 1,566,525 42,866,298

1908 . . . . . . . . . . . 1,009,262 3,443,849 644,675 2,906,327 12,077,103 1,445,162 36,485,292

1909 . . . . . . . . . . . 1,228,339 2,311,210 714,974 2,659,561 1,902,394 998,231 24,019,91 0
04019 7181910 . . . . . . . . . . . 2,551,557 780,098 802,665 2,150,056 1,450,411 1,534,017

1
,,
36357 71 61911 . . . . . . . . . . . 2,264,717 1,345,271 248,270 2,031,933 1,461,672 ,296,395 ,,

1912 . . . . . . . . . . . 2,810,800 1,529,374 800,040 1,719,630 1,871,620 4,321,308 29,132,034



GOLD .

TABLE XXIV
.-GOLD AND SILVER COINAGE OF THE MINTS OF THE WORLD .

1890 to 1912*

CALENDAR YEAR.

1890 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1691 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1892 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1893 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1893 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1895 . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . .

1896 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1897 . . . . . . . . . ., . . . . . . . . . . . . . . . . . . . . . .

1698 . . . . . . . . . . . . . . . . .. . . . . . . . /. . . . . . . .

1899 . . . . . . . . . . . . . . ... . . . . . . . . . . . . . . . . .
1900 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1901 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1902 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1903 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1904 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1905 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1906 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1907 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1908. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1909 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1910 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1911 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1912 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

COST OF LIVIN G

Fine ounces.

7,219,725
5,782,463
8,343,38 7
11,243,342
11,025,680
11,178,855

9,476,639
21,174,850
19,131,244
22,548,101
17,170,053
12,001,537
10,662,098
11,634,166
22,031,285

11,898,037
17,721,058
19,921,014
15,828,573
1•5,153,116
22.613,411
18,002,444
17,447,47 8

369,158,606

*Statistical Abatract of the United States, 1913, p . 682.

Value

Dollars.

149,244,965
119,534,122
172,473,124
232,420,517
227,921,032
231,087,438
195,899,517
437,722,992
395,477,905
466,110,614
354,936,497
248,093,787
220,405,125
240,499,547
455,427,085
245,954,257
366,326,788
411,803,902
327,205,649
313,242 714
454,951,834
372,143,555
360,671,382

7,618,676,83 9

TABLE XXV.-RECOINAGES OF THE WORLD .

(Compiled from reports of U .S. Minl .)

YEAR.

1893 . . . . . . . . . . . . . . . . . . . . . . .
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . .S94 . . . . . : . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1895 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . .

198G . . ., . . . . . . . . . . . . . . . . . . . . . . . . .
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1897 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . .1895 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1899 . . . . . .

. . . . . .

. . . . . . . . . . . . . . . . . . . .
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . : . . . . . . . . .1900 . . . . .
.
. .. . . . . . . . . . . . . . . . . . . . . . . . . . . .

1901 . . . .
. . . . . . . . . . . . . . . .

. . . .
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1902 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
. . . . . . . . . . . . .

1903 . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .1904 . . . . . . . . . . . . . . .
; . . . . . .

. . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . .1905. . . . . . . .. . . . . . . . . . . . . .
1906 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . .1907 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1908 . . . . .
.

.
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . : . . . . . . . . .1909 . . . . . . . . . . . . . .
. . .1910 . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . .1911 . . . . . . . . . . .--- . . . .
. . . . . . . . . . . . . . . .

1912 . . . . . . . . . .

SILVER .

Fine ounoes.

117,789,228
106,962,049
120,282,947
106,697,783
87,472,523
98,128,832
123,394,239
129,775,082
115,461,020
128,566,167
143,362,948
107,439,666
149,826,725
161,159,508
136,518,406
134,062,314
120,339,501
171,561,490
151,352,824
87,728,951

78,803,096
117,237,838
161,763,41 5

3,388,828,629

GOLD.

37,883,961
22,856,138
13,055,712
15,253,072

146,622,194
118,266,796
70,576,631
56,079,887
46,584,283
39,325,962
15,332,276
28,029,510
19,141,570
17,347,983
2t'.,908,509
26 .824 .537
24,61# ;?30
26 .305,682
19,608,168
22,140,154

837

Coining value.

Dollars .

152,293,144
138,294,367
155,517,347
137,952,690
113,095,788
126,873,642
159,540,027

167,790,006
149,282,936
166,226,964
185,358,156
138,911,891 .
193,715,362
211,795,829
176,508,646
173,333,093
155,590,466
221,816,876
195,688,499
113,427,331
108,934,541
148,156,282
171,293,01 9

4,350,711,913 "

SILVER

23,506,993
18,188 .408
12,383,247
24,901,287
1 4,216,656
23,852,770
39,971,156
38,384,514
24,126,239
62,658,156
41,146,813
56,604,530
43,378,00:i
42,37fi, W9
63,39 -2 ,263
35,6S0,2G6
20,251,651
25,592,123
20,881,76 1
22,356,214
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Supplementary Statistics.

Certain further tables (Tables g%VI, XXVII, XXVIII and XXIX) from'
the Reports of the National Monetary Commission of the United States, up to
1903, and from other sources thereafter, are given below for purposes of general
reference in connection with the foregoing. They illustrate monetary conditions
in the United Kingdom, the United States, France, and Germany.

TABLE JiXVI .-ESTIMATED GOLD AND NOTE SUPPLY OF THE UNITED KINGDOM AT INTERVALS

1888-1903.

P

Total supply
of notés (e).

~

P

Per
cent

f
Year Total supply of gold (a) .

er
caput (b)

er
caput

o
gold

Amount Date t o
notes.

1888 . . $512,500,000 (Royal Mint's-estimate) . . . . . .
.
. . . . . . . 13 .14 199,215,000 Dec. 8 5.10 257 . 3

1892 . . $150,000,000 (the Chancellor of the Exchequer's
estimate 1892) . . . . . . . . . . . ., , , , , , , , , , , , , , , , ,, , 11 .34 202,725,000 Dec. 31 5 .10 222 . 0

1895. . $472,500,000, Royal hfint's estimate (E312,500,00 0
in active circulation, $150,000,000 in banks) . . . . 11 .30 206,880,000 Dec. 28 5 .08 2J3 . 6

1903 . . E582,500,000 (Royal Mint's estimate).. . . . . . . . . . . . . 13 .20 223,415,000 Dec . 19 5 .06 260 . 7

1907. . E564,500,000 (Report of Comptroller of Cur-
rency, U.S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12 .65

1910 7 . $650,000,000 (Report of Comptroller of Cur-
rency, U.S. 1911) . . . . . . . . . . . . . . . . . . . . . . . . . . . . : 14 .44

1911 . . $710,800,000 (Report of Comptroller of 'Cur-
rency, U .S. 1912) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15 .80 263,126,000

1912. . E7 ~,0,900,000 (U . S . Statistical Abstract 191s) . . . . 16 .00

(a) These figures were obtained from the Thirty-fourth Annual Report of the Deputy Master and
Comptroller of the Mint (1903) in which the following remarks were made : "The estimate by this de*
partment of the gold coin in active circulation in 1895 was arrived at by five distinct methods . It may be
observed that the methods used in 1856, 1866 and 1888 would give maximum amounts, and the results
of the recoinage of light gold coin show that the estimate of 1888 was too high, and that the estimate of
1896 was a closer approximation to the truth ."

(b) The figures relating to the total supply of gold are estimates of the total amount of British gold
circa.lating all over the world, and not merely confined to the United Kingdom . The figures showing the
amount of gold per caput, therefore, are only very rough estimates . The same remarks apply to the

figures showing the note issues.

(c) The figures showing the total supply of notes are for the last quarter of each year . The date
given underneath shows the termination of the quarter.
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TABLE XXVII.-AMO KIND MONEY
UIvITEl) STATES,ANNIIALLY, 8911•1909~~~0N IN THE

839

Year
(

mding

June
W ,

Gor.n .
T--

In In
treaeury. circulation.

ilver.
Gold

certificates.
Silver

certificates.

United
States
(~ce

backs.)

National
banks

Miscella-
neous

~a)y

irtcu -Total Claio
nmuney

in per

circulation. capita

-~ M
1890 , .

E
190,473,247

E
374,25S,923

E
110,311,336

S
130,830,85 9

0690630

• s
297,556,238

966235307

s
334,688,977

360343 207

E
181,604,93 7
162,221,046

E
. .

40,348,704
1429 9 92"' . 8
1,497,4 40,7071 23 .4 2

1891 . . 119,200,620
89261 214

407,319,16 3
82 4568408

117,045,399
111 16 6120

,12 ,
141,093,619

,,
326,603,465

, ,
309,559,904 167,221,517 128,098,692

14
1,601,347,1 81,601,347,18V 24 .56

245j 24 037011 5961892 . .
1893 . .

,,1
96,519,833

,,
408,535,663

,,
122,399,539 92,642,189

84939
326,823,84 8

73 6990326
319,059,426

602599266
174,669,966
200,219,743

152,570, 6
193,616,429

.,, ,
1660808,708

1894 . . 64,976,622
236 753~ 108

495,976,73 0
961479 637

112,075,61 9
112 336 057

,66, 3
48,381,309

,,
319,622,941

, ,
263,648,985 206,953,051 171,388,169

7
473~ 23 .201,

434 966 150611895 . .
1896 . .

,,
102,49s,7R1

, ,
454 .905,064

, ,
112,321,355 42,198,11 9

339285
330.657,191

31284 9357
224,249,86 8

62 2245 954
215,168,122 1
225,544,351~

126,935,24
144,429,517

, .
1,640,209 ,

1897 . .
1898 : :

j 141,363,98 9
: 167,752,728

517,589,688
657,950,463

'

111,556,690
122,539,886

250130 547

,37,
35,811,589

919 165532

,,
390,126,510

61 7402 136

,.
254,569,022
308,351,842

1 222,990,988
237,805,439

123,871,43 7
112,836,764

1,837,859,8951 25 .1 5

1899 . .
1900 . .

251,104,41 5
222,844,9 .53

679,738,050
• 610,806,472

, ,
142,050,334

,,
200,733,019

35 903 6247

, ,
I 408,465,574

55 6' 429643

1
313,971,545

406330 045
300,115,11 2
345,110,801

79,008,942
47,524,53 8

1901 . .
1902 . .

247,811,938
253,801,291

629,790,76 5
632,394,289

146,156,53 7
154,468,577

, ,
306,399,00 9

55 95

,
446,557,662

01 373 3454

, ,
334,291,722

567~ 334 248
345,476,51 6
399,996,709

29,802,776
19,076,648

1903 . .
1904 .

254,162,'40
723183216

, 617,260,73 9
645,817,576

165.117,934
1 166,842,169

,377,25
465,655,099

,,
461,138,898

, ,
333,759,425 433,027,836

01 827 21 9
12,902,057

84902 8480
2,519,142,960 30 . 7

.
1905 . .

, ,
221,381,650 651,063,589 175,022,04 3

630 872188
485,210,74 9

84956 1516
454,S64,70 8

054520471
332,420169 7
335,940,220

,,
j 548,001,238

,,
7,337,320

1906 . .

1907 . .
1908

290,489,84 1

304,619,43 1
912 06 3221

668,655,075

561,697,37 1
810244613

.,

203,487,845
506,822200

,,

600,072,299
782,976,619

,,

470,211,225
465,278,705

342,270,055
339,396,322

I 589,242,12 5
631,648,680

5,975,53 5
4,963,53 0

41 52034
,038,01.5,788 34 . 7

. .
1909 . .

,,
227,698,852

,,
599,337,698

,
2Q4,319,698 815,005,449 477,717,324 340,118,267 665,538.806 ,,

1910 .. .
1911

242,411,286
533 25 5233

590,877,993
53 8295589

208,016,245
772210 867

802,754,199
367,92 9930

478,597,238
453,543,696

334,787,870
338,989,122

683,659,535
687,701,283

'

3,662,525
3,237,256

0: .
1912 ...
1913

,,
264,028,64 6

32725 363

,,
610,724,15 4

799400~ 608

, ,
215,373,772

263226 585

,
943,435,61 8

70999 70031
469,224,400
469,128,592

337,697,32 1
337215,180

705,142,259
I 715,754,236

2,915,5 7
2,656,67 0

. . . ,8, ,, ,I , ,,,

7

2

(a) Includes notes of Bank of United States, State-bank notes, demand notes of 1562 and 1863, fractional currency from 1863 to 1878
Treasury notes of 1890 from 1891 to date, and currency certificates, act of June 8, 1872, from 1892 to 1900

. Currency certificates, author-

rized under the act of June 8, 1872, were included in the amount of United States notes in circulation from 1873 to 1891
.

(b) As the result of special investigation by the Director of the Mint a reduction of E135,000,000 was made in the estimate of gold
coin in circulation on July 1, 1907, as compared with the basis of previous years, and on Sept

. 1, 1910, a reduction of 69,700,00 was

made in the estimatR of silver coin .

TABLE XXVIII.-MONEY SUPPLY OF FRANCE AT INTERVALS, 1878-1903 .

Gold supply. Silver supply .
Bank notes in
circ (ad;on .

-

° d
ao â

0 S
1 0p

ô

q

O

,

Ô

YEAR

(a .) o

q p

In At the In At the For
rP

aÛ F'3 â

circu- bank Total Per cireu- bank Total Per
it

France
s a

e
capita •

lation of (b .) capita lation of (b.) cap a a
whole

o d

France France o
L 7

million million million million million million million E Pe r
cent .

Pe r
cent.

E i 3 E E 3 $

1878 . . . . . . . . . . . . . . . . . . . . 777 .2 222 .8 1,000 27 .09 408 . 192 . 600 . 16 .25 467 .8 12 .67 213 .77 134 .1 0

1885 .• . . . . . . . . . . . . . . . . . . 779 .4 220 .6 1,000 26 .16 385 .4 214 .6 600 .• 15 .69 569 .2 14 .89 175 .69 116 .00

1891 . . . . . . . . . . . . . . . . . . . . 544 .2 255 .8 800 20 .86 249 . 251 . 500 . 13 .04 617 . 16 .09 129 .66 78 .90

1897 . . . . . . . . . . . . . . . . . . . . 447 .4 392 .6 840 . 21 .80 190 .6 244 .4 435 . 11 .29 737 .4 19 .14 114 .18 67 .1C

1903 . . . . . . . . . . . . . . . . . . . . 461,4 498 .6 960 24 .64 204 . 222 . 426 . 10 .93 862 . 22 .12 111 .37 64 .4 (

(a .) The years given are those of the monetary investigations .

(b.) Estimates made by Al . de Foville on the basis of the results of the monetary investigation .

(c .) Silver was estimated at its legal and not at its commercial value .

(d.) Average for the year ,
(e .) In the calculation of this report the deposits include (1) the accounts current and deposits of the treasury and

pri~ate individuals at the Bank of France ; (2) the accounts current and deposits at the Crédit Foncier and the four
principal credit companies (Crédit Lyonnais, Société Générale, Comptoir d'Escompte, and Crédit Industriel et Com-

mercial.)

E E

,601,968
,, 24 .52

41
,519 2 1 22 .87

1,904,071,881 25 .58
2,055,150,998 26 .94
2,175,307,962 27 .98
2,219,390,551 28 .43
2,367,693,169 29 .42 -

2,587,582,653 31 .08
2,736,646,628 32 .32

(b) (b)
2,773,956,455 32 .22

3,106,240,557 34 .93
(b) (b)

3,102,355,605 34 .33
3,219,002 :596 34 .20
3,283,513,094 34 .34
3 363,738,443 34 .56

,e,~r,~~ni,,,,,•, .
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TABLE XXIX.

GERMANY TOTAL AND PER CAPITA STOCK OF GOLD AND OF BANK NOTES, ANNUALLY, 1890-1907.

Gold Supply . (a )

$

End of the year.

Amount.
Per

capita.

$

1890 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 581,331,440
1891 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 595,048,640
1892 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 603,570,370
1893 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 628,926,490
1894 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 665,034,190
1895 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 689,642 .350
1896 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 713,666,540
1897 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 742,594,780
1898 . . . . . . . .

.
. . . . . . . . . . . . . . : . . . . . . . . . . 778,478 .700

1899 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 810,110,140
1900 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 732,253 .790
1901 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 868,195,210
1902 . . . . . . : . . . . . : . . . . . . . . . . . . . . . . . . . . . 886,748,900
1903 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . 806,865,160
1904 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 925,586,810
1905 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 957,908,370
19G6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 995,675,980
1907 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,009,235,280

(a) Total coinage, less eoins withdrawn from circlation.

11 .73
11 .96
11 .96
12 .42
12 .88
13 .34
13 .57
13 .80
14 .46
15 .82
14 .95
15 .18
15 .41
15 .41
15 .64
15 .87
16 .33
16 .33

Supply of notes.

Amount.
Per

capita.

Percentage of
gold supply to
total note issu e

$

295,807,910
302,144,560
305,302,000
298,310,460
322,422,280
349,048,000
333,489 .990
349,168,290
355,782,900
358,034,330
369,701,620
376,670,310
386,078,640
397,060,500
402,807,740
415,604,710
443,751,650
378,365,870

$
5.98
5 .98
5 .98
5 .98
6 .21
6 .67
6 .21
6 .44
6 .67
6 .44
6 .67
6 .67
6 .67
6 .67
6 .67
6 .90
7 .36
5 .98

195 .2
196 .9
197 .7
210 .8
206 .3
197 .6
214 .0
212 .7
218 .2
226 .3
227 .8
230 .5
229 .7
228 .4
229 .8
230 .5
224 .4
266 . 7

Imports and Exports of Gold by Leading Countries . *

On the international movement of gold since 1890 two tables are given :
Table %%g from the reports of the United States Monetary * Commission
brought up to 1910 by Mitchell (Bltsiness Cycles, p. 287), covering the United
Kingdom, the United States, France and Germany ; and Table XXXI from the
more detailed records of the United States Mint covering all countries from 1910
to to 1913 . §

•'There are, roughly, four ways in which a foreign creditor may expect to remit funds to meet his
obligations : (1) by sending goods, (2) by sending gold, (3) by se :ling securities, (4) by diseounting
bills and so raising fresh short credits ."-The Eenomie Journal, September, 1914, p. 466.

I5tatistic6 of gold imports and exports must be accepted with reserve. The Director of the United
States Mint writes : "One of the most striking examples of disagreement is shown by the customs figures
for the movement between the United States and Canada. The United States customs service reports
that during the ealendar year 1913, $20,000,000 in gold coin was exported from the United States to
Canada, while the Canadian service for the same year reports that the imports of gold coin from the
United States amounted to $12,500,000 ."
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' TABLE XXX.

84i

NET IMPORTS (-}) OR NET EXPORTS (-) OF GOLD FOR THE UNITED STATES, UNITED KINGDOM,

FRANCE, AND GERMANY, BY YEARS, 1890-1911 .

YEAR.

United .
States .

1890 . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1891 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1892 . . . . . . . . . . . . . . : . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . .

1893 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1894 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1895 . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . .

1896 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1897 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . .

1898 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1899 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . .

1900 . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1901 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . .

1902 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1903 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1904 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1905 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1906 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . I . . . .
1907 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1908 . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . .
1909 . . . ._. . . . . . . : . .. . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1910 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

- 4

- 34
- 59 •
- 7

- 81
- 71
+ 46

. . . . . . .
+142
-I- 6.
+ 1 3
- 3

i- 8
+ 21
- 3

6 + 3
+109
+ 88
- 31
- 89

ACTUAL AMOUNTS .

In millions of dollars .

United

Hingdom
France . Germany

+ 45
+ 30
+ 33 .
+ 26
+ 58
+ 71
- 28

. . . . .
+ 35

-f- 5 4
+ 38
+ 33
+ 30
+ 4
+ 4
+ 38
+ 17
+ 30
- 19

+ 36
+ 31

- 26
-F 2r5
+ 53
F 36

-}- 68
-F- 2
- 2
+ 31
- 22
+ 30
+ 61
+ 55
+ 61
+ 36
-F103
+125-
+ 52
+ 56
+192
+ 35
+ I1

+ 14
+ 24
-F 7
-h 9
+ 60
+ 4
-F 5
+ 9
+ 25
+ 32
+30
} 49
+ 8
+ 45
+ 93
+ 43
+ 69
- 5
+ 74
i- 7
+ 42
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TABLE XXXI.

IMPORTS AND EXPORTS OF GOLD BY THE PRINCIPAL COUNTRIES OF THE WORLD, 1910-191 3

COUNTRY .

CANADA:-

Imports . . . . . . . . . . . . . . . . . . . . . . . . . .
Exports . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . : . . . . . . . . . .

AFnICA:-

Imports . . . . . . . . . . . . . . . . . . . . . . . . . .

Exports . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

ARABIA:-

Importa . . . . . . . . . . . . . . . . . . . . . . .. . . .

Exports . . . . . . . . . . . . . . . . . . . .. . . . . .

Balance . . . . . . . . . . . . . . . . . .

ARGERTINA :--=

Imports . . . . . . . . . . . . . . . . . . . . . . . . . .

Ezports . : . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

AIIBTALIA ~--
. . . . . . . . . . . . . . . . . . . . . . . . .Imports . '

Eaports . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

AIIBTIIYA-HIIIVGARY :

- Imports.s . . . . . . . . . . . . . ... . . . . . . . . .

Exporte . . . . . . . . . . . . . . . . . . . . . . . . . .

tB alance . . . . . . . . . . . . . . . . . .

BELGIUM:-
Imports . . . . . . . . . . . . . . . . . . . . . . . . . .

Exports . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

.BRean. :-

Imports . . . . . . . . . . . . . . . . . . . . . . . . . .

Exports . . . . . . . . . . . : . . . . . . . . . : . . . .

Balance . . . . . . . . . . . . . . . . . .

CaITIA ~--

Import,s . . . . . . . . . . . . . . . . . . . . . . . . . .

Exporta . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . .

1910

S
11,532,406
13,490,007

1,957,601

7,266,979
169,719,703

- 162,452,724

585 .500
731,16 1

- 146,661

35,731,375
1,610,23 0

+ 34,121,14 5

. . . . .
23,067,92 5

- 23,067,92 5

9,975,098
16,647,488

6,672,390

9,810,082
6,708,88 7

+ 3,101,19 5

2,349,220
2,993,926

644,706

1911

s
22,209,677

7,195,201 .

.+ 15,014,47 6

2,022,459
185,704,535

- 183,682,076

1,158,001
1,343,067

185,066

12,763,510
3,008,597

+ 9,754,913

7,895,929
58,620,72 1

- 50,724,79 2

5,092,255
22,494,603

- 17,402,34 8

250,575
3,836,926

3,596,351

6,047,927
5,761,905

+ 286,022

1912

s
8,857,227
13,505,223

- ' 4,647,996

358,705
207,957,66 7

- 207,598,962

1,405,690
1,804,108

398,41 8

34,804,260
140,481

~ 34,663,779

6,763,646
60,307,81 0

- 53,544,164

3,110,529
3,652,957

542,428

5,129,006
585,439

+ 4,533, 5' 6 7

24,271,474
9,123,67 2

+ 15,147,802

6,895,475
1,363,604

+ 5,531,871

1913

S
13,335,463
25,341,052

- 12,005,589

4,521,479
193,216,273

- 188,694,79 4

505,506
1,791,200

1,285,694

46,249,092

42,797,53 5

+ 3,451,5 ,, 7

4,414,723
10,872,690

6,457,967

5,683,291
17,806,86 5

- 12,123,574

9,043,712
685,203

+ 8,358,509

5,985 .673
31,282,626

- 25,296,453 .
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TABLE %%%I .- (Continaed. )

IMPORTS AND EXPORTS OF GOLD BY THE PRINCIPAL COUNTRIES OF THE WORLD, 1910-1913
.

--Continucd.

COUNTRY.

CEYLAN:-

Imports. . . . . . . . . . . . . . . . . . . . . . . . . .

Exporte . . . . . . . . . . . . . . . . . . . . . . . . . .

Balanee . . . . . . . . . . . . . . . . . .

DENMARH:-

Importa . . . . . . . . . . . . . . . . . . . . . . . . . .

Exports . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

ECUADaR:-

Imports . . . . . . . . . . . . . . . . . . . . . . . . . .

Exporte . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

Earpr:- -
Importe . . . . . . . . . . . . . . . . . . . . . . . . . .

Exports . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . : . . . . . . . .

Faexex:-
Importa . . . . . . . . . . . . . . . . . . . . . . . . .

Exporta. . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

GxRIdANY :-

Imports . . . . . . . . . . . . . . . . . . . . . . . . . .

Exporte . . . . . . . . . . . . . . . . . . . . . . . . : .

Balance . . . . . . . . . . . . . . . . .

GRLAT BRITAIN.-

Imports . . . . . . . . . . . . . . . . . . . . . . . . .

Exports . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . .

GUIANA (Bftt{8 h):-
Imports . . . . . . . . . . . . . . : . . . . . . . . . . .

Exporte. . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . .

GUTANA (DtlCCIt):-

Imports . . . . . . . . . . . . . . . . . . . . . . . . .

Exporta . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

1910 1911' 1912 191 3

. . . . . . . . . . 236,24 0
. . . . . . . . . . . . . . . .

. . . . . . . . .

. . . . . . . . . . . . . . . . . . . . .
618,250

- 382,010

1,474,000 1,742,000
0

4,422,000
6008053

2,412,000
1,876,000

1,072,000 1,072,00 ,,

+ 402,000 + 670,000 + 616,400 + 536,000

998,350 . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . 327.27 1

468,923 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

} 529,427 . . . . . . . . . . . . . . . . . - 327,271

----

63,725,141 34,677,33 0
5 9

56,299,920
95 728337

,

48,253,756
55,743,708

34,638,384 435,433, ,,

~ 29,086,757 - 756,219 + 19,015,963 - 7,489,952

46,038,413 4,566,658. . . . . . . . . . . . . . . . . 128,302,154
38 414 45 3

33,755,509 2,030,553 . . . . . . . . . . . . . . . . , ,

+ 12,282,904 + 2,536,105 . . . . . . . . . . . . . . . . } 113,848,77 0

65 402477 65,503,727 385,958,47 1,,
32, 261,852

16, 708,04 4

} 44,762,802

.

65,503,727 + 369,250,43 1

278,956,379 236,968,149
78

256,410,439
41147 9226

289,719,634
224,284,12 6

247,697,283 195,149,2 ,,

+ 31,259,096 + 41,818,871 + 29,931,028 + 65 ,435,508

13,197
1,000,608

15,33 1
975,668 915,517

10,75 9
1,401,37 7

- 987,611 - 960,337 - 915,517 - 1,390,618

461119 186,577 150,685 551,61 8
,

578,920 1,486,402 167,725 533,111 3

- 459,459 - 1,299,825 - 17,040 + 18,635
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TABLE XXXI.-(Continued.)

IMPORTS AND EXPORTS OF GOLD BY THE PRINCIPAL COUNTRIES OF THE WORLD, 1910-1913 .

-Continued .

COUNTRY . 1910 1911 1912 191 3

INDIA (Britiah) :-
Imports . . . . . . . . . . . . . . . . . . . . . . . . . .
Exporta . . . . . . . . . . . . . : . . . : . . . . . . . .

Balsace. . . . . .- . . . . . : . . . . .

87,728,318
12,690,96 1

+ 75,037,35 7

ITALY:-

Imports . . . . . . . . . . . . . . . . . . . . . . . . . .
E:ports . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

JAPAN:-

Imports . . . . . . . . . . . . . . . . . . . . . . . . . .
Exports . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . . . .

KOREA:-

Importa . . . . . . . . . . . . . . . . . . . . . . . . .
Exports . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

MExico:-

, Imports . . . . . . . . . .. . . . . . . .'-- . - . . . . _
Exports . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . : . . . . . .. . . . . . . .

NETHERLANDS :-

Importa . . . . . . . . . . . . . . . . . . . . . . . . . .

Eaports . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

NORWAY:-
Imports . . . . . . . . . . . . . . . . . . . . . . . . . .
Exporte . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

5,505,151
9,078,218

3,573,067

8,712,061
11,243,403

2,531,&17

. . . . . . . .
I

. . . . . .
. . . . . . . . . . . .

. . . . .24,403,949• .

- 24,403,94 9

1,100,514
76,91 9

-I- 1,023,59 5

NICARAGUA:-

Imports . . . . . . . . . . . . . . . . . . . . . . . . . .

Exports . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

134,619,088
12,113,789

+ 122,505,299

2,875,354
3,249,610

374,256

2,459,459
10,857,17 9

- 8.397,72 0

947,415
5,617,03 5

4,669,620

28,989,826

155,634,686
21,381,19 0

+ 134,253,49 6

5,169,536
10,558,520

5,388,984

. . . . . . . . . . . . . . . .
24,952,507

- 28,989,826

6,516,604
4,272,39 1

+ 2,244,213

1,072,373
10,647

+ 1,061,726 '

- 24,952,50 7

17,753,841
2,389,49 4

+ 15,364,347

594,041
412,55 7

181,484

4,835,630
1,060,925

+ 3,774,705

3 sSf;
5,161,72 7

5,158,24 1

. . . . . . . . . . . . . . . .

4,022, ~b2
774,39 1

+ 2,248,161

1,617,889
5,56 6

+ 1,612,32 3

. . . . . .745,482 . .

745,482
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TABLE XXXI (Contineced .)

IMPORTS AND EXPORTS OF GOLD BY THE PRINCIPAL COUNTRIES OF THE WORLD, 1910-1913 .

-Continued. --- -- -

CocNTRx .

PERU:-
Imports . . . . . . . . . . . . . . . . . . . . . . . . . .

Exports . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

Roc uANI A :-
Imports . . . . . . . : . . . . . . . . . . . . . . . . . .

Exports . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

SAN SALVADOR :- .

Imports . . . . . . . . . . . . . . . . . . . . . . . . . .

Exports . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

R cs3l A:-
Imports . . . . . . . . . . . . . . . . . . . . . . . . . .

Exports . : . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

SERVIA:

Imports . . . . . . . . . . . . . . . . . . . . . . . . . .

Esports . . . . . . . . . . . . . . . . . . . . . . . . . .

1910

. . . . . . . . . . . . . . .

26,231,031
. . . . 15,318,630

+ 10,912,40 1

Balance . . . . . . . . . . . . . . . . . .

SiAV:

Imports . . . . . . . . . . . . . . . . . . . . . . . . . .

'Eaports . . . . . . . . . . . . . . . . . . . . . . . . .

rt

1,226,403
15.703

1,210,699Balance . . . . . . . . . . . . . . . . . .

SPAIN:-

Imports . . . . . . . . . . . . . . . . . . . . . . . .

Exporte . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

STRAITS SETTLE][ENTS :-

Imports . . . . . . . . . . . . .. . . . . . . . . . . . . .

Exports . . . . . . . . . . . . . . . . . . . . . .. . . . .

135,953

65,126

+ 70,82 7

8,454,232
1,858,422

5,699,964
4,283,538

Balance . . . . . . . . . . . . . . . . . .!-h6,565,810 1 + '1,416,42 6

191 1

. . . . . . . . . . . . . . . .

2,166,470
690,42 5

+ 1,476,045

70,000
730,000

660.00 0

1,32q ,700
13,313,265

- 11,954,50i

1912

. . . . . . . . . . . . . . .

1,234,198
1,332,54 1

98.34 3

3,721,450

3,721,450

3=, ;19

. . . . . . . . . . . . . .

t- 34,31 9. . . . . . . . . . . . . .

J~2,S56
:0,339

+ 962,51 7

135,10 3

+ 13 5 ,103

418,167

52,059

+ 376,10 8

11,262,2S8
8 .053,44 2

+ 3,203,846

191 3

292 .449

+ 292,449

1,234,198
1,332,347

98,149

3,504,15 3

3,504,15 3

6,I81
328,000

$21,819

1,466,21 7

+ 1,466,21 7

30,603
152.122i

111,52 5

13,281,528

+ 13,281,528
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TABLE XXXI,-(Continued .)

IMPORTS AND EXPORTS OF GOLD BY THE PRINCIPAL COUNTRIES OF THE WORLD, 1910-1913 .

-Continued.

Comwrsr.

8wsnsir:-
Importa . . . . . . . . . . . . . . . : . . . . . . . . . .
F.zporte. . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

1910

82,158
. . . . . . . . . . . . . . . .

+

191 1

224,583
- 665

191 2

2,411,571
2,680

191 3

2,787,567
2,926,827

8wrrasar.sxD ~ •
Importa . . . . . . . . . . . . . . . . . . . . . . . . . .
Exporta . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

Vaaraauaz.A:-
Importe . . . . . . . . . . . . . . . . . . . . . . . . . .
Exporte . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

IInran 6rwaEa:
Importa . . . . . . . . . . . . . . . . . . . . . . . . . .

Exporte . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

82,158

16,186,223
4,699,52 1

+ 11,486,702

. . . . . . . . . . . . . . . .
168,44 2

168,442

59,222,518
58,774,822

+

-}- 223,91 8

13,334,681
5,350,407

+ 7,984,274

1,460,284
701,165

+ 759,099

57,445,184
37,183,074

+ 2,408,89 1

14,229,639
5,396,64 6

+ 8,859,993

1,590,009
1,193,383

+ 396,626

66,548,772
44,392,384

139,260

11,246,121
5,477,177

+ 5,768,944

3,029,705
391,572

+ 2,638,133

63,704 .832
91,289,505

Tmz:zi:-
Importe . . . . . . . . . . . . . . . . . . . . . . .
Exporte . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance . . . . . . . . . . . . . . . . . .

+Eaoees of importa over eaports .

-Ezce es of exporta over importa .

447,696 -h 20,262,110

28,582,245
5,794,140

+ 22,788,105

+ 22,156,388 - 27,584 .673

With this general view of the monetary conditions of the - world and
Canada's place therein, we may turn to a more detailed statement of Canadian
monetary and financial conditions since 1900 .
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CHAPTER IV. - CANADIAN MONETARY CONDITIONS, 1900-1913 . .

In presenting an analysis of Canadian monetary conditions since 1900 th
e

method followed is broadly the same as in the preceding chapter : first, the

volume of the circulating medium is measured
; second, an attempt is made

to estimate the'volume of credit, which as already seen performs the great bulk

of the "money work" in the modern community .

In approaching the subject it may be repeated [froYri Part I, Section (5)],
that financially Canada is closelÿ related to the United States-th fto Neeg Yole,
is in many respects the financial capital of the continent, (being

,

the gold market for Canada no less than for the United States), and that the
relations of Canadian financial centres to _New York are at many points

the

same as those of similar centres in the Republic .

It has been thought useful to incorporate in the following certain matter
explanatory of Canadian currency and banking principles

. As this is familiar

to many it has been placed in footnotes .

The Canadian Gold Supply.

The available statistics of the annual Canadian gold supply are
assembled

in Table I, which requires a word of explanation .

The first colùmn gives the annual gold production according to the Cana-

dian 14iines Department
. This gold is almost wholly in the unrefined state,

TABLE I .-GOLD SûPPLY, CANADA . 1890-1913.

Prodaation .

Re6ned.

Yssa
(1) ~ (2) I At Royal Mint, Ottawa

(fiscal year.)

Un- At
refined Trail
(calendar (coknda r

year.) (year.)

(a)

Zd
ved

$ I s I s

1890. . . . . . 1,149,776 . . . . . . . . .

1891. ._. . . 930,614 . . . . . . . . .

1892.907601 . . , . . . . . .
1893 . : : :'. :1 976,.603 . . . . . . . .
1894. . .. . . 12,,012

883
,,68

8674
. . . . . . . . .

1895. . . . . . . . . : . . . . .
1896. . . . . . 2 6,,754,774 . . . . . . .•
1897. . . . . . 027,016 . . .: . . .

1905. . . . . . 14,159,195 1,864
.283

. . . . . . .

. lrnports (fi3eai year.)

1898. . . . . . 13,775,420 . . . . . . . . . . . . . . . . . .

1899. . . . . . 21,261 .584 . . . . . . . . . . . . . . . . . .

1900. . . . . . 27 .908.153 . . . . . . . . . . . . . . . . . .

1901. . . . . . 24,128,503 . . . . . . . . . . . . . . . . . .

1902 . . . . . . 21,336,667 . . . . . . . . . . . . . . . . . .

1903 . . . . . 18,848,59(1 . . . . . . . . . . . . . . . . .

1904. . . . . . 16 .462,511 939,698 . . . . . . . . .

(4)
"Gold
bullion
in bars,
blocks,

61ed -1 ingots,
drops,

(5) (6)
«Coine ,
Britiah
and

Canadisn Total
and

foreiga
gold
oorns. "

~ Ay sheeta or

Coin, lbullion
tes

I S
931,870

~~~~ 240,85 2
247,660

. . . . . 364,152

. . . . . 208,474~
198,001

. . . . . 192,31 4
194,67 1

. . . . . . 269.814
~~~„ 305,8'21
. . . . 202,569

233,515
. . . . 745,159

5?
530,59 3

,566
875,349. . .
349,521

,,,, 541,349I]906 . . .'. . 11,502,120 2,165,6 . . . . . . . . .

1907. . . . . . 8,382,780 2,252 04 . . . . . . . .
190i8. . . ., . 9,842,105 3,325,78,5 3'S39
1909. . . . . . 9,382,230 3,953,190 95,
1910. . . . . . 10,205 .835 2,881,943 1,079,233
1911 . . . . . . 9,781,077 3,309,314 1,478,216
1912. . . . . . 12,648,794 2,626,213 1,689,8'>3
1913. . . . . . 16,216,131 . . . . . . . . . 3,375,480
1914.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

, 1,500 .409

79,~05 l 000 731,991

136, 1

14

23854 6
1,247,789 1,483! 148k.866

1,479 .996277,996 980 91 9

1,908,700 . . . . . . .i 28 . ,599

. . . . . .I . . . . . . . .
. . . . . . .

.I
.

Exports (fiseat Yea+.)

(7)

Gold
bearing
quartz,

dnst,

naggets,
eta

(8)

Coin
(gold)

i

(9)

s s :

151,141 1,083,011 657,022
1, 570, 303 1, 811,170 554,126
1,570,870 1,818,530 316,177
6,170,048 6,531 .200 247,868
3,814,598 4,023,072 318,258
4,378,619 4,576,620, 612,729
5,034 .005 5,226,319 1,099,0.i3

4,481,523 4 .676 .194I 2,803,101
4,121,030 4,390,814 3,583,842
4,323,356 4,629,177 3,272,70'3
7,950,071 8,152,640 14,143 .513
3058,554 3,307,069 24,44 .5,156
5,303,632 6,053,791 19,631 .60k

8.015,114 8,695,707 16,492,820
7,029,351 7,554,917• 15,817,787
9,085,951 9,961, 340I 15 .309, 419
6,271,006 6,970,048 13 094,513
6,487,693 7,029,017 7,240,171
4,387,3°8 5,S87,737 8,92

58,879,767 9,611,761 7,392,610I
4,998,336 5,514,817 6,110,473
7,741,8-49 9,226,715 5'

2l,096,598 25,077,515 7,211,43 8
3,035,219 4,309,811 11,231,476
13,600,OOOI . . . . . . . . . . . . . . . . . . . .

Net KpanAW from saver and bronze coin in customs entries prior to 1900.

Total

6,903,562~ 21,052 .165
1,83 2 ,374 , 28,337,531
1,525,611 21,210 .2S 5

380,4SS 16.S71 .303
2,054,003~ 20.56 :1,792
1,555,341 16 .8ô1 . 7 60
9A93,755 20 .053,093

12,634,6921 19,875,063
16,0 4 7,737'. 24 ,977,33 2

829,336 8 .^21,9d8
1,531 .998~ 1,64.i,471
5,802,263 11,163.538
5,501,263 13 ~13,701

14,85S, 7 K 2b,090,363
22,000,000 I

,,,,,
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the figures representing the values of the gold content of matte, .bars, etc .,
as coming from the mines . The figures are perhaps somewhat under the mark,
as a certain amount of placer gold may leave the country unrecorded on the
person of the miner. Most of the unrefined product is exported to the United
States, (see column 7), but a portion is refined in Canada, at Trail, B .C .,
where a smelter was established in 1904, and at the Ottawa Branch of the
Royal Mint, which began operations in 1908 . The outputs of these refineries
are shown in the second and third columns .

With regard to the second main division of the table, that of imports and
exports, the Customs Department issues monthly summaries under the heading
"Coin and Bullion". These, however, cannot be used as final measurements of
the gold movement, the exports and imports totals being differently constituted,
and including silver in certain forms as well as gold . Under the heading of
imports three items are included, namely, (1) "Gold coin, British, Canadian and
foreign" ; (2) "Gold bullion•in bars ; blocks, ingots, drops, sheets, and plates
unmanufactured" ; and (3) "Silver bullion in bars; blocks, ingots, drops, sheets,
and plates, unmanufactured". On the other hand, the exports of coin and bul-
lion are totalled from two items, namely, (1) "Gold-bearing quartz, dust, nug-
gets, etc ." ; and (2) "Coin (gold, silver and copper) ". It will be noted that
silver coins, though included in exports, are not present in the import totals of
"coin and bullion," being elsewhere merged in the general heading "manufac-
tures of silver." For the present purpose, therefore, it is necessary to collate
thte various items in the customs returns which pertain to gold alone . This has
been done in the table .

The approximate net supply of gold is found by adding total imports
(column 6) to total refined production (column 2 plus column 36) and-deducting
exports of coin (column 8) . The results follow :

1900 . . . . . . . . . . . . . . . .

1901 . . . . . . . . . . . . . . . . . . . . . . . .

1902 . . . . . . . . . . . . . . . . . . . . . . . .

1904 . . . . . . . . . . . . . . . .

1905 . . .

1906 . . . .

1,249,078
1,424,695 ~
4,528,110
8,315,219
6,442,610

1907 . . . . . . . . . . . . . . . .

1908 . . . . . . . . . . . . . . .

1909 . . . . . . . . . . . . . .

1910 . . . : . . . . . . . . . . . .

1911 . . . . . . . . . . . . . .

1912 . . . . . . . . . . . . . . . . .

1913 . . . . . . . . . . . . . . . . .

-3,353,041
-6,831,134

10,270,224
131,976

12;816,820

21,034,244

4,354,690
4,813,719

. . . . . . . . --8,640,176

56, 557,03 4

This total is unquestionably too low, though considerably higher than that
derived from comparing the "coin and bullion" figures of the Customs Depart-
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menti, as the additions to the Dominion reserves alone between 1900 and 1913
amounted to $80 millions (see Table III), and until recently the law required
these to be held in coin alone,* whereas the above includes bullion as well . The

figures are admittedly imperfect ; it may be pointed out that the Canadian

figures of gold exports to the United States do not agree with the United States
figures of gold imports from Canada .

Gold used in arts, and manufactures.-Data arè almost wholly lacking .

Dr. James Bonar, Deputy Master of the Ottawa Branch of the Royal Mint, has
estimated at the request of the United States Mint the recent consumption of
gold in arts and manufactures in Canada as follows :-

TABLE II .-USE OF GOLD IN MANUFACTURES, CANADA .

YEAR.

. . . . . . . . . . . . . . . . . . . . . .~. . . . . . . . . . . . . .

1909 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1910 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . .1911 . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . .

1912 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1913 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

New
Bullion.

. . . . . . . . . . . . . .
1,350,000
1,750,000
1,900,000

*Subsequent inquiry leads Dr . Bonar to think this estimate high.

AxovNT.,

Old
Plate, Ao .

Foreign
Coin . Total.

20 l>D0
25,000
31,000

100,000
100,000
50,000

1,450,000
1,470,000
1,575,000
1,9s~1,000
2,479,173*
2,230,000 *

Probably fifteen or eighteen millions at the outside would cover Canada's
total industrial consumption of gold since 1900.

tThe imports and exporta of "coin and bullion," 1900-1914, are as follows :

Y EAR .

1900 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . .
. . .1901 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1902 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . .. . . .1903 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1904 . . . . . . . . . . . . . . . . . . . . ., . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . .
05 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . .1906- . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . .1909 (9 months) . . . . . . 1 . . ` . . . . . . . . . . . . . .
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1908 . . . . . . . . . . . . . . .
1909 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1910 . . . . . . . . . . . .
. . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
. . . . . . . . . . . . . . . . . . . . . . . .

1911 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1912 . . . . . . . . . . . .

. . . .

1913 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
. . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . .
.14 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Imports .

8,297,438
3,537,294
6,311,405
8,976,797
7,874,313

10,308,435
7,078,603
7,517,008
6 , 548,661
9,988,442
6,017,589

10,206,210
'26,033,881

5,427,979
15,235,305

$139X9,360

Exports .

8,657,168
1,978 4S9
1,669,42 2

619,963
2,465,557
1,844,811
9,928,828

13,189,964
16,637,65 4
1,559,793
2,504,536
7,196,155
7,601,099

16,163,702
23,560,70 4

$115,607,845

*8ee Hansard, Aug . 21, 1914, p . 61 . The Act was, however, changed in 1914 and the Canadian

gold reserve may now consist of "(1) gold coins which are a legal tender in Canada, and (2) gold bullion
in bars, each bar bearing either the stamp of the Royal Mint of the United Kingdom or of the branch
thereof in Canada or of one of the branches thereof in Australia or of one of the coinage mints of the
United States or of the Assay Office of the United States at New York certifying its weight and fineness,

at a valuation of one dollar in the currency of Canada for every 23
.22 grains of fine gold content ."

(Dominion Notes 'Act, 1914
.) The total excess of imports of gold coins over exporta in 1900-1914 as

shown in Table I is only $17.082,990 .
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The Canadian Monetary System.§-(1) Currency. -
.

Gold.-As is well known, gold is used only to an insignificant extent as
circulating medium in Canada, its monetary use being practically confined to
reserves. Until 1912 there were no Canadian gold coins, authority to issue such
having been first conferred in 1910. By the Currency Act, (see Statutes of
Canada, 1910, c . 14) British sovereigns and other gold coins, and the 5 dollar,
10 dollar and 20 dollar gold coins of the United States are legal tender. These,
however, as above stated, are almost entirely divided between the Dominion
Government and the Banks as reserves, and the chief circulating medium of
the country is provided by paper and token currency . *

The gold coinages of the Ottawa branch of the Royal Niint, which was .
established in 1908, have been as follows :-

TABLE III.-GOLD COINAGES OF OTTAWA MINT.

YEA$.

1908 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
.
. . . . . .

. . . . . . .
.
. . . .

. .

1909 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1910 . . . . :. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . .

1911 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1912 . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1913 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Sovereigns.

i
3,Osi

79,20 5
136,325

1,247,789
2,506
18,080

GOLD .

Canadian
Currency. *

1,477,49!!
1,890,620

•Authority to issue Canadian gold coins was first conferred in 1910 .

It is of some interest to note the different proportions of British and United
States gold coins in use in Canada, though as already explained that use is
almost entirely as reserve . Table IV, kindly compiled by the Dominion Comp-
troller of the Currency, gives the form in which the gold has been held by the
Government in recent years, and Table V gives the estimates of the U . S . 1liint

as to the total amount of American gold held in Canada since 1905 . The Ameri-
can gold, it will be seen, greatly preponderates in the Dominion reserves, and
there is a considerable additional amount held by the Banks .t The amount of
British gold held by the Banks is unknown. -

§ Bibliography of Canadian currency and bankin,7 systems :, Eckhardt's Manual of Canadian Bankinâ,

Toronto, 1909 ; Brackenridge's Canadian Banking System, NeYork, 1895, and History of Banking in

Canada, Washington, 1910 ; Johnson's Canadian Banking System, Washington, 1910 ; Walker's Hietory of

Banking in Canada, Toronto, 1909 ; Shortt's History of Canadian Banking, Currency and Exchange, ill
Journal of Canadian Bankers' Association, Montreal.

*"In theory ours is a gold standard with a Gold Currency. But in practice it is Gold Standard

without the Gold Currency . . . The currency used every day by ordinary folk consists of silver and

bronze tokens, from one cent to fifty cents, Dominion notes, and the notes of the twenty-four chartered
banks."-James Bonar, ,Economic Journal, June, 1914, p. 298.

"Token coins, whether of copper, bronze, nickel, or silver, are maintained at their proper level in

relation to gold by limiting their quantity . Not more of such coins can be safely issued than are just

sufficient to meet the wants of the public at the level of prices existing for the time being. Great evils

have been caused in China in the present day by the local authorities issuing token coins, called 'cash,'

in excess of the amount necessary to carry on business."-Barbour, Influence of the Gold SupplN on

Prices, p . 58 .

t"Largely because they are legal tender in both countries, and the new Canadian pieces and sov-

ereigna are legal tender in only one, the eagles -and double-eag:e R have been heaped up in the r
éserve ingr eater proportions than their.rivals :'-James Bonar, Economic Journal, June, 1914, p . 302 .
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TABLE IV.-FORM OF CANADIAN GOLD RESERVES AS ON DECEMBER 31.

YEAR. -

1905 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1906 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1907 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1908 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1909 . . . . . . . . . . . . . . . . . . . . . . . . . ., . . . . . . . . . . . . .
1910 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1911 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1912 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1913 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

British
coin.

3,990,717
7,375,857
5,366,478
6,261,715
6,537,227
6,304,524 .30
6,900,094 .86
4,554,691 . 31
6,391,374 .52

American
coin .

. 29,494,298
31,040,149
33,529,889
54,909,076
62,988,474
68,261,279
93,507,764
98,648,736 .50
106,642,969

Canadian
coin.

650,185
2,118,210

Bullion . •

222,933 .99

222,933 .99
222,933 .99
222,933 .99

•Purchased by the Government for redemption of guaranteed debentures ; not reserve against notes or savings.

TABLE V.-UNITED STATES GOLD COIN IN CANADA . ¢

YEAR.

1905 . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1906 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1907 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . l . . . . . . . . . . . . . . . . .
1908 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1909 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . .

1910 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1911 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1912 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Treasury.

29,494,298
31,040,149
33,529,889
54,909,076
62,988,474

68 ~.61,279

9[.,507,764
98,648,736

Banks.

11,320,323
12,836,881
12,244,213
15,679,259
17,364,362
33,411,852
21,330,458
19,210,327

Total.

40,814,621
43,877,030
45,774.102
70,588,335
80,352,836
89,733,899

114,838,222
117,859,063

IThe data were obtained by the Mint from the Department of Finance and from the individual banks respectively
.

Token Currency.-Silver and Bronze Coinages for Canada are shown in
Table VI .* *

""AaCanada becomes more crowded, the need of economy may be more felt and the use
of Urcnze

coins may become larger than it is . At present it is significantly small, and no country presents a gremer

contrast with British India, where the native looks closeiy at very small expenses and needs
very smnll

fractional coins by which to measure them ."-James Bonar, Econom i c Journal, June, 1914, p . 298 .
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TABLE VI.-SILVER AND BRONZE CURRENCY, CANADA, 1901-1912 . •

DEPARTMENT OF LABOUB EXHIBIT

Net amount of silver coin issued.

YEAn.

A.
During th e

year.

B .

Since
1858

420,000
774,000
633,850
350,000
450,000
807,46 1

1,194,000
38,541

645,700
1,151,186
1,343,001
1,303 .237

E

8,279,924
9,053,924
9,687,774
10,037,774
10,487,774
11,295,235
12,489,235
12,527,776
13,176,476
14,327,662
15,670,663
16,973,900

Amount per head

Col .
A .

Col .
B .

C.

7.7
14 .0
11 . 1
5 .9
7 .4

12 .8
17 . 9

.06
9 .0
15 .4
18 .6
17 . 6

*From 1913 report of United Kingdom Royal Mint .

S

1 .53
1 .64
1 .70
1 .71
1 .72
1 .79
1.88
1 .80
1 .83
1 .91
2 .18
2 .29

Net amount of Bronze
Coin issued.

C.
Du ring th e

year.

D.
Sin ce
1858

s

41,000
30,000
40,000
25,000
20,000
41,000
32,000
21,604
39,300
42,020
54,275
49,977

S
676,429
706,429
746,429
771,429
791,429
$32,429
864,429
886,003
925,333
967,353

1,021,628
1,071,605

Amount per head

Col .
C .

Col .
D

C .

0.7
0 .5

0 .7
0 .4
0 .3
0 .6
0 .5
0 .3
0 .5
0 .6
0 .8
0 .7

C .

12 .4
12 .8
13 .1
13 .1
13 .0
13 .2
13 .0
12 .8
12 .9
12 .9
14 .2

14 . 4

Domivion Notes.-The foundation of the Canadian monetary system is the
paper currency of the Dominion Government. Under the Currency Act of
Canada the Dominion Government is authorized to issue notes up to and in .
cluding $30,000,000 against a reserve in gold (or in gold and securities of Canada,
the principle and interest of which are guaranteed by the Government of the
United Kingdom) equal to one-quarter of that amount .§ The amount so held
in gold-must not be less than fifteen per cent of the notes so issued or outstanding .
Notes may be issued to any additional amount in excess of $30,000,000, but an
amount of gold equal to the excess must be held. Thus Dominion notes are vir-
tually gold certificates.

Under this Act the Government issues notes'of the denominations 25 cents,
$1, $2, $4, $5, $50,t $100 fi, $500, $1,000. In addition, "special" notes of th e

By the Act of August, .1914, passed in view of war conditions, this amount was raised to $50,-

000,000 . An outline of previous Canadian legislation on this point follows :
After Confederation, by Chapter 46, 31 Victoria, (1868) authority was given for the issue of notes

to the extent of eight millions of dollars. The reserve was fixed at 20 per cent up to a circulation of fixe

millions ; beyond that 25 per cent to beheld as reserve.
The law of 1870, Chapter 10, 33 Victoria, authorized a limit of nine millions of dollars . The

reserve was fixed at 20 per cent, but the nine millions were only to be issued when the specie amounted
to two millions. Dollar for dollar to be held beyond nine millions .

In 1872 (Chapter 7, 35 Victoria) the reserve for the excess over nine millions was fixed at 35 Per

cent in specie. This was amended in 1875 (Chapter 5, 38 Victoria) by requiring do:lar for dollar beyond

twelve millions ; for the reserve between nine and twelve millions 50 per cent in specie was to be held .

By amending Act of 1875 (Chapter 5, 38 Victoria) the Receiver General was reequired to hold
àgainst the outstanding circulation in excess of $ 9,000,000 and less than $12,000,000 specie to the full

amount . In 1878 the law respecting Dominion notes was extended to the provinces of Prince Edward

Island British Columbia and Manitoba.
In 1880, Chapter 13, 43 Victoria, the basis of the present standard was established . A reserve of

25 per cent in godl and guaranteed debenturei was required, of which 15 per cent at least must be in
gold . The limit was raised to twenty millions of dollars .

In 1894, Chapter 21, 57-58 Victoria, the limit was raised to twenty-five millions, but this was found
unworkable and was repealed in 1895, Chapter 16, 58-59 Victoria, and authority was given to issue notes
to any amount over twenty millions, on holding dollar for dollar beyond that sum .

In 1903, Chapter 43, 3 Edward VII, the Minister of Finance was required to hold gold and guaran-
Seed debentures of not less than 25 per cent on Dominion notes issued and outstanding up to thirty
millions of dollars ; beyond thirty millions he was required to hold gold equal to the excess .

tNot issued now though many still in circulation .
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denominations $500, $1,000 and $5,000 are issued for use between banks only
.$

Table VII shows how the different denominations have run during the past five

years in the circulation.

TABLE VII -DENOMINATIONS OF DOMINION NOTES CIRCULATION, 1909-1913 .

Denominations. March 31, 1909 .

1 . . . . . . . . . . . . . . . . . . . . . . . . . . 8,547,819 .00

2 . . . . . . . . . . . . . . . . . . . . . . . . . . 5,667,718 .50

4 . . . . .. . . . . . . . . . . .' . . . . . . . . . . 149,481 .00

. . . . . . . . . . .

50 . . . . . . . . . . . . . . . . . . . . . . . . . 68,550 .00 .

. .100 . . . . . . . . . . . . . . . . . . . . . . . 31,600 .00

500 . . . . . . . . . . . . . . . . . . . . . . . . . . 1,508,500 .00

1,000 . . . . . . . . . . . . . . . . . . . . . . . . . 3,786,000 .00

500special . . . . . . . . . . . . . . . . . . . 523,000 .00

1,000 " 2,209,000 .00

5,000 " . . . . . . . . . . . . . . . . . . . 56,305,000 .00

Fractionals . . . . . . . . . . . . . . . . . . . . 526,307 . 25

Provincial, . . . . . . . . . . . . . . . . . . . . ' 28,104 .75

79,351,080-50

March 31, 1910.

9,460,985 .00
6,267,284 .50
106,245 .00

. . . . . . . . . . . . . .
65,900 .00
28,100 .00

1,583,500 :00
3,837,000 . 00
529,000 .00

2,312,000 .00
62,325,000 .00

591,104 .2 5
27,949 .7 5

87,134,068 .50

March 31, 1912 .

10,940,034 .00
8,419,131 .50
1,245,023 .00

60,650 .00
14,400 .00

1,822,000 . 00
5,640,000 .00
442,000 .00

1,991,000 .00

82,130,000 .0 0

711,594 .65

27,800 . 25

113,443,633 .40

March 3.1, 1913 .

11,965,784 .00
8,818,213 .50
228,235 .00

6,154,047 .50
,15,850 . 00

7,700 .00
2,061,500 .00
5,315,000 .00

374,500 .00
2,081,000-00

74,290,000 .0 0
,762,180 .40 •

27,785 .2 5

112,101,885 .65

Dominion notes are redeemable in "specie", which practically means gold,

silver being legal tender only to the amount of $10 .

Table VIII gives the main statistics of Dominion note circulation and the re-

serve on which it has been built since 1890
. It will be seen that the amount of

TABLE VIII. DOMï*lION NOTES CIRCULATION AND RESERVES, 1890-1914 .

Date .

1890 . .

1891 . .
1892 . .
1893 . .
189-1 . .
1895 . .
1896
1897 . .

.1898 .
1899 . .
1960 . .
1901 . .
1903 . .
1903 .
1904 .,
1905 .
1906 . .
1907 . .
1908 . .-
1909 .,
1910 . .
1911 . .
1912 . .
1913 . .
1914" .

Notes in circulation . .

Notes 1, 2, 4, & 5. 1 Total.
--- Large notes~

Per Indes 50,100,500 Per IIndez
Amount l eapita ~ No I 1000, 5000,II Amount I capita I No

March 31, 191 1

10,078,680 . 00
7,077,316 .50
394,499 .00

. . . . . . . . . . . . . .

65,550 . 00
27,000 .00

1,664,000 .00
4,246,000 .00
533,500 .0t /

2,001,000 . 00
63,230,000 .00

648,832 .50
27,892 .2 5

89,994,270 .25

Reserves .

Specie.

Percentage
$ eserve

to
circulation

6,665,942~ 1 .4 69 .1 8,691,950~ 15,357,892 1 3 .2 58 .9

8,768,666 1 .4 70 .2 9,407,850I 16 3 .,176,318~ 3 61 .9

6,898,348 1 .4 71 .5 10,384,350 171 282 . 618 3 .5 66 .2

7,136,743 1 .5 74 .0 11,311,750 1 18,448,493 3 .7 70 .7

6,967,8181 1 .4 72 .3 13,093,900 ; 20,061,718 4 .0 76 .8

7,059.331 1 .4 73 .2 12,460,900 19,520,231 3 .9 74 .8

7,377,096 1 .5 76 .5 12,995,100 20,372,196 4 .0 78 .7

7,519,345` 1 .5 77 .0 14 .798,750 22,318,095 4 .3 85 .5

8,157,243 1 1 .6 84 .6 14,020,950'I 22,178,193 4 .3 84 .9

8,770,165 1 .7 90 .9 15,466 .300 1 24,236,405 4 .6 92 .8

9,640,473 1 .8 100 .0 16,454,450, 26.094,923 4 .9 100 .0

10,161,808 1 .9 105 4 17,509,650 1 27,671,458 5 .2 106 .0

11,029,985 2 .0 114 .4 21,750,400' 32,780,385 6 .0125 .6

12,173,248 2 .2 126 .3 26,832,950I 39 .006,198 7 .1 149 .4

12,581,833 2 .1 130 .5 28,992,950 41,574,783 7 .0 159 .3

13,0~45,820~ 2 .1 135 .3 34,288,400 47,334 :220 7 .7 181 .3

14,633,576 2 .3 151 .7 35,307,850~ 49,941,426 7 .9 191 .3

15,939,131 2 .4 165 3 42.377,400 53,3L6 .531 8 .7 223 .4

15 .279,675 2 .2 158 .4 47,778,450I 63,058.125 9 .2 241 .6

15,860,149 2 .3 164 .5 63,145,150 79,005,299 11 .4 302 .7

17,871,477 2 .8 185 .4 71,414,250 89,285,727 12 .9 342 1

19,840,695 2 .8 205 .8 79,468 .250 99,308,945 13 .8 380 .5

22,982,588 3 .1 238 .4 88,949,650I, 111,932,238 14 .7 428 .9

28,845,737 3 .7 299 .2 87,517,800 116,363,537 15 .0 445 .9

24,586,4481 3 .0 255 .0 89,595,650i 114,182,093I 14 .1 437 .5

3,285,515 1,946,666 1 5,232 ;181~ 10,125,711 1 34

3,887,027 1,946,666~ 5,833,693 10,292,623 36

5,061,577I 1,946.666 7,008,243 10,274,455 40
6,449,3481,946,666 8,396,O14 10 052%46 45

8,292,4051 i"141 10,239 .071 9,822,647 51

7,761,084~ 1,946,666 9,707,750 9,712,481
5
49

28,758,252 , 1,946,866, 10,704,918 9,667;2 78 ,

10,723,649 1,946,6661 12,610,315 9,647,780 56
10,813,739I 1,946,666 12,160,405 9,417,658 57
13,061,775I. 1,946,66615,00 8,441 9,228,024 61
12,476,044~ 1,946,666 14, 4 22,710 11,726,213 55
14,578,1171 1,916,6661` 16,52{ ,783 11,146.674 59
18,901,639 1,946,666~ 20,848 .305I 11,532,0S0 63
25,930,594 1,946,666 27,877?60 11,125.938 67

23,422,625 1,946,666 ~ 25,369,291 16,205,492 61
28,890,837 1,946 .866'1 30,837,503 16.496,717 65
29,013,931 1,948,668I 30.960,•597 18,980 .829 62

31,989,270 1,94
6946

,,666I 36,93.5,936 21 .380.595 63
39,141,184 1,866i41,107,850 21,95n,~.~,75 65

55,363266~ 1,946,666 21,695,367 72

66,409,121~ 1,946,666 68,355,7 871 20 75

78,005,231L . . . . . . . . 73,005,231I 21,303,714 78
92,442,098 . . . . . . . . . 92,44?,094 19,490,140 82
94,943,499 1 . . . . . 94 .943,4991 21,420, 033I 81
92,663,5751 . . . . . . . . V2,633,5751 21,518,5231 8 1

Gua-
ranteed

De-
bentures

Total

apecie
and

guar .
Deben .

Circulation
uncovered

'N.B.-If proposals in Dom. Notes Act, 1914, went into immediate effect and full advantage were taken of its provisiona

Dom. notes circulation would be approx . 129 .2 million and gold reserve 92 .6 million, a percentage of reserve to circulation ot

appros . 71. 7

Me purpose being to safeguard against theft.

anlH![!HH!!l'R^r""
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notes of small denominations---chiefly in the hands of the public-more than
doubled on a per, capita basis between 1900 and 1913, and that the amount of
notes in large denomination required by the banks went up over four times, or
nearly three times on a per capita basis. The gold reserve, meantime mounted
from 12 to 92 millions.

Bank Notes.-But the "money" chiefly in use in Canada is in the form of
bank hotes. Under the Canadian Bank Act,* the bankà are authorized to issue
notes of the denomination of $5 and multiples thereof to the amount of their
paid up capital. These notes are not legal_tender and are unsecured by gold or
definite assets, passing current on the score of public confidence on their "good-
ness" .§ In addition, during the period of the movement of the crops (Septem-
ber 1 to February 28-29) the banks may issue "excess" circulation to the amount
of 15 per cent of their combined capital and "rest" or "reserve", i.e ., surplus
funds. In event of war or panic the Government may permit the "excess" t o

*Breckenridge succinctly describes the Canadian banking system as "a decentralized system of rela-
tively large, joint-stock, commercial and industrial banks, privately owned and managed, but working
under a uniform law, and subject to the supervision and discipline of the Dominion Government . They
have the power to establish branches . They have the privilege, exclusive as against individuals and other
corporations, of issuing promissory notes in denominations of $5 and multiples thereof, for circulation as
money. They have the usual powers to carry on business in discount, deposit, exchange, other negotiable
securities, coin and bullion . They are given wide privileges in the matter of loaning upon the security of
commodities in process of manufacture, in store, on the way to market, or passing into, out of, or through
the country by land, rail or water ; they may loan upon the collateral security of the bonds, stocks and
debentures of municipal and other corporations or public securities of any description ; but they may not
loan_upon the security of stock of their own or any other Canadian bank, or of real-estate or mortgages
or of completed ships ."-The Canadian Banking System, 360. - -

$The legal requirements for the protection of the note holders are as follows :
1 . Every bank must redeem its notes at its head office and in such commercial centres as are desig-

nated by the Treasury Board. The cities are Toronto, Montreal, Halifax, Winnipeg, Victoria, St. John .
and Charlottetown .

2 . Each bank must keep on deposit with the Minister of Finance a sum of lawful money (gold or
Dominion notes) equal to 5 per cent of its average circulation ; the total so deposited is called the "cir-
culation redemption fund ." It is a guaranty or insurance fûnd for use, if need be, in the redemption
of the notes of failed banks .

3 . Bank notes possess a first lien upon the assets of a bank .
4 . Bank stockholders are liable to an assessment equal to the par value of their stock .
5 . A bank must make to the Minister of Finance on or before the fifteenth of each month a detailed

statement of its assets and liabilities on the last business day of the preceding month . This monthly
return, the form for which is set forth in the act, must be signed by three general officers .

6 . The Canadian Bankers' Association, an incorporated body of which each bank is a member, is
given supervision by the Bank Act of the issue and cancellation of notes and of the affairs of a failed
bank .

7 . The notes of a failed bank draw interest at 5 per cent from the day fixed for their redemption by
the Minister of Finance, who may redeem them out of the assets of the bank or out of the "circulatitin re-
demption fund."

Commenting on the above, Johnson (The Canadian Banking System) says : Each of these provisions
of the law has its value and significance, but only the first is absolutely essential to the successful opera-
tion of the system . . . If the banks were not allowed complete freedom of issue within the prescribed
limit, but were required to deposit some form of security, an investment of speculative risk wou :d arise
that would inevitably cause friction . If bonds were designated as security, bankers might often be
tempted by high prices to sell their bonds and forego the profit on circulation for the sake of making a
larger profit by the sale of the security. Thus the volume of bank notes might contract even at a time
when the people needed more currency . . . The 5 per cent insurance fund for the redemption of the
notes .of failed banks is theoretically an important and prominent part of the system, yet practically it
would seem to be of little consequence, for not since 1890 has it been necessary to use a dollar of the
fund . . . The possession by the note holder of a first lien upon the assets of a bank, including the
funds that may be collected from shareholders on account of their double liability, gives rise to such gen-
eral confidence in the ultimate convertibility of a bank note that the notes of a failed bank, on account
of the interest they bear, sometimes command a premium . . . . While the amount of notes that the char-
tered banks may issue is limited by the Bank Act to the amount of their paid-up capital, experience has
proved that this legal limitation is only nominal and that the real and effective limit is imposed uncon-
sciously and automatically by their customers and themselves. . . The reason why an' excessive issue of
bank notes in Canada is impossible is fôund in the two following facts : 1. Every bank must redeem its
notes on demand in seven commercial centers in different parts of the Dominion . 2. The monetary cir-
culation of Canada, exclusive of $1 and $2 bills, consists entirely of bank notes . The redemption system
is an automatic and effectual check against inflation . . . : It should be noted that the practical limit of
note issue is about 10 per cent below the legal limit."
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run all year. The banks pay interest on the excess at 5 per cent . If the bank

desires to exceed its circulation it may do so by depositing dollar for dollar with
the Dominion Government. t

The figures of bank note circulation are given in Table IX . By comparing

the figures with those of Table III the extent to which, as above remarked, bank
notes constitute the bulk of the ordinary paper circulation in the hands of the
Canadian public will be apparent .$ The bank note circulation .has considerably

more than doubled since 1900.

TABLE IX . STATISTICS OF BANK NOTE CIRCULATION, 1892-1913.

Year Paid up "Rest"
°Redemption"

Fund.• Deposrts
Notes in

Circulation .

Capital Fund with Minister
of Finance. Amount Index No. Per Çapita.

1892 61,626,311
6

24,511,709
41 975 425

1,314,240
61979 01

33,788,679
33,811,925

72 . 5
72 . 6

189 3
1894

62,009,3 4
62,063,371

,,
27,041,232

494273

,,
1,817,51 1
814 0891

31,166,003
807,04 130

66 . 9
66 . 1

189 5
1896

61,800,70 0
043,17 362

,27,
26,526,632

,,
- 1,831,191

,
31,456,297 67 .5

773
_

1897
8

,
62,027,70 3

92 062 571
27,087,78 2

627,52 027

1,864,93 7
1,938,660

34,350,11 8
37,873,934

.
81 . 3

18 9
1899

, ,
63,726,399

94

,
28,958,98 8

39 532 372
2,03 3 ,86 5

12 822 12
41,513,13 9
46,574,780

89 . 2
100 .0 8 .7 5

1900
1901

65,154, 5
67,035,615

, ,
36,249,145

212 943

,,
2,487,54 1

40 08 :22
50,601,205
55,412,598

108 . 6
118 .9

9 .3 6
10 .1 6

1902
1903

69,869,670
76,453,125

,40 ,
47,759,125

,,
•l,'471,'160

91
60,244,072

88876961
129 . 3
132 .6

10 .61
10 .60

190 4
1905

79,234,19 1
82 865 582

52,082,33 5
474,12 356

3,237, 8
3,448,463

,,
64,025,643 137 .5 10 .68

1 44
1906

,,
91,035,604

,
64,000,59 9

806 89 29
3,923,53 1

52 43044
70,638,870
75,784,482

151 . 7
162 .7

.1
12 .02

1907
1908

95,953,73 2
96,147,526

,6 ,
72,041,265

,,
4 .249,36 7

06
71,401,69 7

11 994373
153 . 3
158 8 .

11 .00
11 .04

1909
1910

97,329,33 3
787 .92 998

75,887,69 5
79,963,679

4,317,0
4,944,468

,,
82 .120,303

3

.
176 . 3
193 2

11 .8 7
5 01 2

1911
,

103,009,256
943

88,958,923
090 976102

5,353,838
29821 16

89,982,22
100,146,541

.
215 .0

.
13 .4 1

1912
1913

112,730 ,
116,297,729

,,
109,129,393

,,
6,536,341 105,265,336 226 .0 13 .56

*Cash : i.e., gold, Dominion notes or bank notes .

fThis last is a new provision of the Act of 1913
. By it the banks are permitted to deposit in a

central reserve, which has been established in Montreal, as much of their gold as they like and issue

against it their own notes, dollar for dollar. Dominion notes held by the banks are regarded as the

equivalent for gold. Commenting on the change the Financier, London, Eng., said : "Under the new

arrangement, however, a large amount of additional currency will be made available, and the danger-of

acute stringency will be reduced to a minimum
. The system is simple and elastic and it provides a

ready-made extra currency at the shortest possible notice
. The old plan of exchanging Dominion notes

for gold was, on the other hand, clumsy and difficult, involving delays which, in a country in which vast
distances have to be traversed, might have proved fatal to the restoration of confidence had the old law

been evoked in any grave emergency."

t"The fact that the bank note has exclusive possession of the monetary field in Canada is most im-

portant
. If Canada, like the United States, had in circulation a lot of, Government notes in various

denominations, the Canadian banks would be able to increase their issues of bank notes almost without
limit, for their new notes would simply take the place of the Government notes, the latter going into bank

reserves
. The people of Canada in making deposits would not discriminate against bank notes, but

would deposit the Government paper quite as freely as the bank paper. As a result the amo.unt of the

Government paper in circulation• would gradually decrease and the amount of bank notes would increase .

The volume of Dominion notes in the vaults of the banks would expand, and as these notes are redeem-
able in gbld the banks would feel justified in larger extension of their credit, so that an increase in

deposits and current loans would ensue
. Under such circumstances such freedom of issue as is enjoyed

by the Canadian banks would doubtless result in inflation
. But such conditions do not exist in Canada .

All the paper currency in the hands of the people, excepting $1 and $2 bills, is' in the form of bank

notes . Hence, if ht any time business relaxes and the need for money among the people grows less, an

increasing tide of bank notes flows into the banks
. The people who bring these notes do not ask for

money in exchange, for to them the notes are money
. They take bank notes to the banks just as prople

i
n the United States take greenbacks and silver certificates-to be exchanged for a deposit credit or

aeeount "--Johnson, The Canadian Banking Syatern, p . 60.
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It is interesting as a study in the elasticity of this currency to note ],is
monthly variations in amount .* This is done for five years past in the diagram
on the following page. The line back to 1867 shows the same general charac-
teristics-an abrupt risé during -the period of-the marketing of the crops, fol-
lowed by a steady fall to the low point in February or March . §

Summdry.-Table g brings together the results obtained above as to the
qnantity of the circulating medium in the hands of the Canadian public :-

TABLE %.-CIItCULATING MEDIUM IN HANDS OF THE PUBLIC, 1900-1913.TABL E

SILVEn. BROt'[E . BANH Noxae.
Doxixlox

NOTES *
jl, $2, $4 dc 45

Toareca.

Amount. N â 0. K L

Amount . Amount Amount. Amount b 9 ~ v fo n
M

P. w
M

w
'

w ~z ~a

900 . . 7,859 .924 1 .48 635,429 .11 46,574,780 8 .75 9,640,473 1 .80 64,710,606 100 .0 12 .14 100 . 0

901 . . 8,279,924 1 .53 676,429 .12 50,601,205 9 .36 10,161,808 1 .90 69,350,366 107 .2 12 .91 106 . 3

902 . . 9,053,924 1 .64 706,429 .12 55,412,598 10 .16 11,029,985 2 .00 76,202,936 117 .7 13 .92 114 . 6

903 . . 9,687,774 1 .70 746,429 .13 60,244,072 10 .61 12,173,248 2 .20 82,851,523 128 .0 14 .64 120 . 6

1904 . . 10,037,774 1 .71 771,429 .13 61,769,888 10 .60 12,581,833 2 .10 85,160,924 131 .6 14 .54 119 . 8

905 . . 10,487,774 1 .72 791,429 .13 64,025,643 10 .68 13,045,820 2 .10 88,350,666 136 .5 14 .63 120 . 5

906 . . 11,295,235 1 .79 832,429 - .13 70,638,870 11 .44 14,633,576 2 .30 97,400,110 150 .5 15 .66 129 . 0

907 . . 12,489,235 1 .88 864,429 .13 75,784,482 12 .02 15,939,131 2 .40 105,077,277 162 .5 16 .43 135 . 3

908 . . 12,527,776 1 .80 886,003 .12 71,401,697 11 .00 15,279,675 2 .20 100,095,151 154 .7 15 .12 124 . 5

1909 . . 13,176,476 1 .83 925,333 .12 73,943,119 11 .04 15,860,149 2 .30 103,905,077 160 .6 15 .29 125 . 9

1910 . . 14,327,662 1 .91 967,353 .12 82,120,303 11 .87 17,871,477 2 .60 115,286,795 178 .1 16 .50 135 . 9

1911 . . 15,670,663 2 .18 1,021,628 .14 89,982,223 12 .50 19,840,695 2 .80 124,471,953 192 .4 17 .62 145 . 1

912 . . 16,973,900 2 .29 1,071,605 .14 100,146,541 13 .41 22,982,588 3 .10 141,174,634 218 .2 18 .94 156 . 0

1913 . . 17,901,031 2.31 1,127,177 .14 105,265,336 13 .56 28,845,737 3 .70 153,139,281 236 .6 19 .7 1

1
1
1
1

1
1
1
1

1
162 . 3

*Dominion Notes of large denominations in hands of banks not included .

If all Dominion notes are included the total amount of the circulating
medium has _increased from $81,165,056 in 1900 to $240,657,081 in 1913-an
increase to 296.5 in the index number . The per capita increase on the same
basis has been from $15 .25 to $31.02, or to an index number of 203 .4.

•'rhe redemption system, besides making currency inflation impossible, results also in what is coln-
monly cal!ed 'elasticity,' by which is meant capacity to expand and contract in automatic response to the
country's need of currency. Canada, like every other country, at certain seasons of the year makes use
of more currency, or hand-to-hand money, than at other seasons . This currency is supplied by the
banks. If they were not permitted to furnish it in the form of their own notes, they would be obliged
to furnish it in the form of lawful or legal tender money, and would at the same time be compelled to
restrict their loans in order that they might reduce their liabilities, the loss of the legal tender money
having by so much reduced their cash reserve. Since the Canadian banks, however, meet the seasonal
needs for currency by the issue of notes, their liabilities are not changed, for their deposits decline by
as much, as their notes increase. It is clear that if a depositor draws $1,000 from his bank and receives$
1,000 in the notes of the bank, the liabilities of the bank have not been affected . It has simply converted a

deposit liability into a note liability . Its reserve of legal tender money having been untouched, it is
under no necessity to reduce its loans. It follows that since a Canadian bank is able to supply its de-,
positora' needs for cash with Its own bank notes, it can do so without being compelled to lessen its useful-
nesa to the community as a tender of money ."--Johnson, The Canadian Banking System, p . 61-2 .

#As Professor Shortt points out, the larger part of the banking business of Canada is "connected
with the gathering of produce over wide areas and the shipping of it over long distances, with a corre-
sponding process in the supplying of manufactured goods, whether from foreign countries or Canadian
centres ."-IIiatory of Canadian Currency, Bankiny and EzcAanpe .
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(2) .-The Volume of Credit .

The next problem is to measure the volume of Canadian credit in recent
years. The inquiry starts with bank reserves, a subject which shelves
gradually from the preceding .

Bank Reserves in Gold.-The Bank Act contains no specific provisions as
to the amount pf gold to be held either against note circulation or the general
business of the bank.* It requires, however, (and this is what links the banking
system so closely to the government currency system just described) that 40
per cent of whatever reserve a bank finds it expedient to carry shall be in
Dominion Notes. A second provision instructs the Minister of Finance to
arrange for the delivery of Dominion Notes to any bank in exchange for specie ."

Thus the gold reserve against Dominion Notes, to the extent that the notes
are held by the banks, is reserve against banking operations, the Dominion Gov-
ernment being the custodian of the gold for the banks .§ The other gold element
in bank reserves is specie in hand. The sum of the two represents the gold basis
of the Canadian banking system. Table XI gives an analysis of these reservest
which is self-explanatory. Column 5, made up of the specie and Dominion Notes
held by the Banks from year to year, is the ordinarily accepted "cash" banking
reserve . Inasmuch, however, as the Dominio}I notes are not wholly covered by
gold, the gold reserve of the banks in the final analysis would appear to consist
of their current gold plus the "gold-content" only of the notes as deducible by
means of Column 2 . This total is given in Column 6. The totals of Column
7 represent the gold which suports the entire paper issues and banking operations
of the country. It will be seen that it has increased nearly sixfold since 1900.

*"It is a matter of indifference to Canadian bankers whether their liabilities to the public are in-
curred by issuing notes or giving book credits to their depositors . As Alexander Hamilton clearly proved,
at almost the very inception of American banking, it is the interest on . the securities purchased by his
credit that concerns the banker, not the particular form in which that credit is uaed."-Breckenridge,

The Canadian Banking System, 386.
**How these provisions serve to buttress the Dominion notes was explained by the Hon. W. T.

White, Minister of Finance, in the House of Commons, Aug. 21, 1914 : "I would say that it is desirable
that the total amount of free Dominion notes that should be outstanding at any time should not be ma-
terially in excess of the amount of notes of small denominations in the hands of the public. In other
words, in order that the Dominion may be able to retire its notes in gold there should not be outstanding a
larger amount than is required from time to time by the community for its purposes . We have, however,
a safeguard against any difficulty on that score. In the Bank Act there in a provision that the chartered
banks of Canada must hold 40 per cent of their cash reserves in Dominion notes . That being so, the
amounts which the banks must hold under that legislation cannot of course come in for redemption .

Therefore the position is this : In estimating what notes are likely to be presented for redemption, we
have to take into consideration three facts : first, how many notes are likely to remain outstanding in the
hands of the public ; secondly, how many notes are likely to be required by the banks for the purpose
of their clearings (which is a very large amount) ; and thirdly, what amount of notes must be held by
the chartered banks, representing not less than forty per cent of their cash assets?"

§ "As tbese (Dominion notes) are practically gold certificates, the only effect of the (40 per cent) re-
quirement is to compel the Dominion Government to increase its issue of notes and guard an increasinP
amount of gold coin. If the notes were mere credit instruments, their issue would be equivalent to an
involuntary government loan and the requirement would ensure the permanence of the issue and save
finance ministers from ever being worried over calls for their redemption."-Johnson, Canadian Banking
System, 67 .

t"Although the taw is silent on the subject, there is a tacit understanding or agreement among the
banks that in ordinary times the cash assets of a bank ought to equal 15 per cent of its liabilities and
that at least 8 per cent should be in cash on band, the remaining 7 per cent being in balances due from
other banks. . . . For many years the cash-on-hand reserve of the,Canadian banks has averaged between
10 and 12 per cent of the net liabilities . Some banks constantly keep on hand a higher ratio, and others
a lower. The ratio varies with the same bank at different times. At one time a bank may feel abun-
dantly protected with a cash reserve of 9 per cent ; at another time its managers may see occasion for
holding a larger amount of cash . Again a period of business depression, by lessening the demand for
money, may cause cash reserves to increase more rapid:y than satisfactory investment can be found in aa ll
loans or securities . This situation arose in 1 908, when the cash reserve increased from $83,000,000

July 31 to $97,000,000 December 31 . On July 31 of that year deposits were reported at only $568,-
000,000 . By December 31 they had increased to $640,000,000 . During these months the ratio of cash to
net liabilities exceeded 12 per cent, and in the case of many banks was much larger than was necessary .

As a result the banks added to their credit balances in banks and agencies outside of Canada, thus get-
ting a low rate of interest on part of their surplus funds, and increased their call loans in New York ."-

Johnson, Canadian Banking Sllatem, 71 .
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TABLE XI . ANALYSIS OF CANADIAN BANg RESERVES IN GOLD . 1892-1913. •

859

Year
Specie held by Gov't

against Dominion
Notes.

Bank Reservee.
Total Gol d
holdings of

Gov't . & Banks.

(1 )
Amounü

(2)
Percentage

(3 )
Current

(4)
Dominion

(5)
Total

(6)
Total

' (7 )
Amount

3

(8 )
Index
N

to circulation gold notes 3-{- 4 representing 1-}- o .
gold

3 +4-= 2

1892 " 5,061,577 40
5

r-

- 6,410,93 8
79 66 965

11,383,26 1
748 85 112

17,794,19 9
64 771419

10,964,24 2
12,701,278

11,472,51 5
13,415,144

49 . 5
57 . 9

189 3
1894

6,449,34 8
8,292,405

4
51

, ,
7,690,42 1

73 07637

.,
14,682,36 6

14 415 229

,,
22,372,787

87499222
15,178,427

226 01015
15,991,826
15,524,814

69 . 0
67 . 0

1895
1896

7,761,084
2528 758

49
52

,,
8 .177,566

, ,
14,141,061

,,
22,318,627

,,
15,530,917 16,935,818

9
73 .1

383
1897

, ,
10,723,649

39
56
57

8,578,10 0
03 714 89

16,600,04 9
182 52 716

25,178,149
25,330,564

17,874,127
18,372,077

19,301,74
19,961,776

.
86 . 1

1898
1899

10,813,7
13,061,775 61

,,
9,306,559

,.
17,376,41 0

355 71 78
26,682,969

38229 047
19,906,169

787 30920
22,368,334

167 70 923
- 96 . 5
100 . 0

190 0
1901

12,476,044
11 714 578

5 5
59

10,691,665
11,638,427

,,1
20,450,657

, ,
32,089,084

,,
23,704,314

,.
26,216,54 4

3 3
113 . 1
135 3

1902
, ,

18,901,639
4

6 3
67

12,443,704
251 19 614

23,034,894
37829 259

35,478,59 8
43,510,574

26,955,68 7
33,854,979

431,345,
40,181,790

.
173 . 5

190 3
1904

25,930,59
23,422,625 61

, .,
16,879,093

, ,
33,428,779

98353
50,307,872

32 356 590
37,270,64 8

271 42 843
40,301,71 8

17742 747
173 . 9
204 . 9

1905
1906

28,890,83 7
93 1013• 29

65
62

18,536,34 0
21,100,833

38,0 ,
40,186,823

, ,
61,287,656

,,
46,016,663

,,
50,114,764 216 .3

7
1907

,,
34,989,270

84
63
65

24,063,77 9
40224 646

46,486,74 1
87 456 007

70,550,52 0
80,654,276

53,350,425
61,051,520

59,053,049
63,787,586

254 .
275 . 3

1908
1909

39,111,1
55,363,266 72

, ,
27,910,813

, ,
67,647,64 8

89 55 323
95,558,461

696104 735
63,087,550

72290485
83,274,079

92282095
359 . 4
413 . 6

1910
1911

66,409,121
23178 005

75
78

29,411,80 1
36,385,753

7 , ,
83,752,604

, ,
120,138,357

,,
101,712,784

,,
114,390,984 493 .7

755 8
1912

,. ,
92,442,0°8 82

81
37,010,376

24612 141
95,843,028
94 146 376

132,853,404
135,267,622

115,601,659
117,379,810

129,452,474
136,064,745

.
587 . 3

1913 94,943,499 ,, , ,

Other Bavk Reserves.-In addition to the reserves above mentioned, the
Canadian banks carry three other kinds of assets which are regarded as re-

serves, being funds more, or less immediately available for the liquidation of

liabilities. These are, (1) cash balances in banks outside of Canada ; (2) call

and short loans in New York* ; and (3) easily marketable securities.§ These are

shown together with the total and net liabilities in Table gII . t

*-"New York City is the favorite call loan market, and several Canadian banks find it pro fitable to

maintain branches or agencies there. In the eyes of a Canadian banker a call loan payable in New

York City and secured by high-class collateral, is practically equivalent to cash on hand . In normal

times he can convert the loans into money within twenty-four hours, adding to his cash on hand eilher

by the sale of New York exchange or by an importation of gold. If times are panicky in New York

and stock market prices are tumbling, the Canadian banker is among the first to get rid of all loans

based on securities about which there is the slightest question . If the situation gets so bad that the

New York banks decline_ to ship - gold, as they did in 1907, the Canadian banks utilize their New York

balances for the purchase of sterling bills and so transfer their accounts from New York to London, im-

porting from Europe whatever gold they need .
"The call loans in Canada the bankers do not rely upon as in any way equivalent to or as a sub- _

stitute for a cash reserve . Call loans in Canada are really not payable on demand . The securities put

up as collateral cannot be quickly marketed without a sacrifice and bankers know very well that they
cannot rely on such loans as a means for increasing their cash in an emergency . Even though this were

not,the case, these loans could not be reckoned as a source of strength to the Canadian banking situation,
for the payment of the domestic call loans would not add a dollar to the country's cash on hand. Its

only effect, as events have often illustrated in a parallel situation in New York City, would be a reduc-

tion of bank deposits . . . .
"Their call loans in New York subject the banks to considerable criticism . Some people assume that

the money loaned in New York rightly belongs to Canadian industries, and that it would be loaned in
Canada if only their bankers were not so eager to make 'rasy' money in Wall street. This criticism be-

trays ignorance of the nature of the Canadian banking reserve . If either the law or public opinion should

prevent the banks from lending money in Wall street, Canadian borrowers would be no better off than

now. The banks merely would be obliged to carry in their own vaults the money they now lend in New

York. As their earnings would be less than, now, quite possibly their equipment and facilities would also

be less and the Canadian borrower not so well cared for as now ."-Johnson, Canadian Banking System,

72-3, 75 .

¢"In their choice of investment securities the banks are not hampered by the law. The fluctuations

in the amount of total securities held are not great or frequent . when the banks need a larger supply of

cash they prefer, as a rule, to reduce their call loans in New York rather than to sell securities . Bankers

do not place much reliance upon•securities as a pa rt of the reserve. These constitute a sort of auxiliary

reserve, on which the banks expect never to be forced to lean ."-Johnson, Oanadian Banking System, 74.

fNet liabilities are obtained by deducting from total liabilities the items "Notes of other banks ."

"Cheques on other banks," "Loans to other banks in Canada, secured, including bills rediscounted," which

represent indebtedness within the system and are counterbalanced by credits within the system .
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TABLE %II.-ADDITIONAL BANK RESERVFS, WITH LIABILITIEB, 1892-1913.

Cash due from.
R

Securities.

Banks
Ca
and Can.

else- ' short municipal
Banks where loane Dominion British,

Year in than elee- and foreign Railway Total Net
the in Total where Prov. and and Total. Liabilities. Liabilitiea .United Canada than Govt. colonial other

Kingdom and in aecurities. other bonds.
U. K. Canada . than

Canadian

1892 . 2,058.534 20,728,669 22,787,207 . .. . . . . . . . . 3,173,714 7,709,634 7,060,065 17,943,413 208,062,169 200,590,343
1893 . 2,651,533 17,318,101 19,969,634 . . . . . . . . . . . 3,221 .223 9,223,577 5,919,928 18,364,728 217,195,975 209,917,600
1894 . 3,439,354 18,904,416 22,343,770 . . . . . . . . 3,152,962 10,634,982 7,893,695 21 .681,639 221,006,724 214,163,37 1
1895 . 4,915,458 23,183,161 2S,098,619I . . . . . . . . . . . 2,792,147 9,423,850 9,566,175 21,782,17-2 228,960,990 221,698,238
1896 .
1897.

7,147.788
11,149 437

17,207,798
22 060 471

24,355,58 6
33 209 908I

. . . . . . . . . . . 2,802,82 1
3 049 525

9,310,41 4
12 34 0559

11,505,43 9
13 728 645

23,618,67 4
29 337 510

232,338,086
252 660 708

225,090,083
244 627 72 1

1898 .
,

11,078,459
, ,

21,849,137
, ,

32,927,596i
. . . . . . . . . . .

. . . . . . . . . . .
, ,

4,898,081
, ,

16,529,414
, ,

17,241,967
, ,

38,669,462
, ,

281,076,656
, ,

271,451,376
1899 . 11,872,548 24,136,270 36,008,81 . . . . . . . . . . . 4,952,525 16,622,875 15,023,469 36,598,869 318,624,032 307,537,537
1900 . 6,972,195 15,443,217 22,415,412 . . . . . . . . . . . 8,163,571 14,364,547 19,561,005 42,089,123 356,061,012 344,339,815
1901 . 5,598,939 12,803,191 18,402 .130 40,020,238 11,331,385 13,014,516 30,440,258 54,786,159 412,920,409 398,832,135
1902 . 6,598,159 13,519,799 20,117,958 46,162,659 9 .804,998 14,487,633 34,859,390 59,152,021 466,963,829 451 .052,607
1903 . 5,638,954 14,191,149 19,830,103 38,025,662 11,186,607 14,896,472 37,800,893 63,883,972 507,527,550 489,440,886
1904 . 7,524,448 16,817,357 24,341,805 41,212,007 10,705,202 15.560,146 38,779,477 65,044,825 554,014,076 534,147,781
1905 . 9,960,560 19,201,939 29,162,499 51,452,955 8,833,627 18,820,985 39,974,520 67,629,132 618,678,632 595,022,995
1906 . 8,877,979 16,801,119 25,679,098 59,363,639 9,360,614 20,460,625 41,125,898 70,947,137

,
713,790,553 684,184,817

1907 . 6,027.157 15,863,728 21,890,885 52,907,513 9,546,760 21,198,817 41,239,589 71 085,166 769,026,924 737,505,039
1908 . 9,828,186 30,822,761 40,650,947 60,764,075 9,522,743 19,788,937 40,889,698 70,201,378 762,077,184 726,443,676
1909 . 10,311,030 31,779,144 42,090,174

1
119,728,263 11,653,798 21,707,363 50,783,614 84,144,775 882,508,548 844,100.572

1910 . 18,892,833 28,301,602 47,194,435
~
112,777,530 14,741,621 23,363,654 56,194,734 94,300,009 1,019,177,601 974,721,187

1911 . 21,122,092 29,695,985 50,818,077
I

91,097,701 10,637,580, 22,848,004 60,909,240 94,394,8'24 1,097,661,393 1,04f,712,36 7
1912 . 21,338,926 28,894,103 50,233,029 105,718,070 9,418,l68~ 22,586,119 64,080,763 96,08:i,8 .i0 1,238,458,52 1
1913 . 13,329,642 28,238,329 41,567,971I 98,602,699 10,078,570i 23,183,161~ 70,713,075 103,974,806 1,287,372,535 1 ,

In Table XIII the ratio to net liabilities of each element of the reserves is
shown. Reserves it will be seen were largest in proportion to liabilities in the
dull year 1909 .§ The accompanying diagram shows the growth of the several
items from year to year.

TABLE XIII .-RATIO OF BANK RESERVES TO NET LIABILITIES.

Yzea. Cash on hnnd .
Cash due from
banks outside

of Canada,

' Cal l and short
loans elsewhere
than in 3Canada

Securities. Tota l
Reserves .

1892 . . . . . . . . . . . . . . . . 8 .8 11 .3 . . . . 8 .9 29 . 0
1893 . . . . . . . . . . . . . . . . 9 .4 9 .5 . . . . 8 .7 27 . 6
1894 . . . . . . . . . . . . . . . . 10 .4 10 .4 10 .1 30 .9 _
1895 . . . . . . . . . . . . . . . . 10.4 - 12 .6 . . . . 9 .8 32 . 8
1896 . . . . . . . . . . . . . . . . 9 .9 10 .8 , . . . 10 .5 31 . 2
1897 . . .. . . . . . . . . . . . . . 10 .3 13 .6 . . . . 11 .9 35 . 8
1898 . . . . . . . . . . . . . . . . • 9 .3 12 .1 . . . . 14 .2 35 . 6
1899 . . . . . . . . . . . . . . . . 8 .7 11 .7 . . . . 11 .8 32 . 2
1900 . . . . . . . . . . . . . . . . 8 .4 6 .5 . . . . 12 .2 27 . 1
1901 . . . . . . . . . . . . . . . . 8 .0 . 4 .6 10 .0 13 .7 ,$6 . 3
1902 . . . . . . . . . . . . . . . . 7 .9 4 .4 , 10 .2 13 .1 35 . 6
1903 . . . . . . . . . . . . . . . . 8 .9 4 .0 7 .7 13 .0 ' 33 . 6
1904 . . . . . . . . . . . . . . . . 9,4 4 .5 7 .7 12 .1 33 . 7
1905 . . . . . . . . . . . . . . . . 9 .5 , 4 .9 8 .6 11 .3 34 . 3
1906 . . . : . . . . . . . . . . . . 8 .9 3 .7 8 .7 10 .4 31 . 7
1907 . . . . . . . . . . . . . . . . 9 .5 2 .9 7 .2 9 .7 29 . 3
1908 . . . . . . . . . . . . . . . . 11 .1 5 .5 8 .3 9 .7 34 . 6
1909 . . . . . . . . . . . . . . . . 11 .3 5 .0 14 .2 9 .9 40 . 4
1910 . . . . . . . . . . . . . . . . 10 .7 4 .8 11 .5 9 .7 36 . 7
1911 . . . . . . . . . . . . . . . . 11 .5 4 .8 8 .7 . 9 .0 34 .0
1912 . . . . . . . . . . . . . . . . 11 .3 4 .3 8 .9 . 8.1 32 . 6
1913 . . . . . . . . . . . . . . . . 11 .1 3 .4 8 .1 8 .5 31 . 1

f"The sharp decline in call loans in September and October, 1907, was probably due to the desire of
Canadian banks to increase their cash holdings, coupled with a rather we ;l-founded distrust of the New
York situation . After the October currency panic in New York the foreign call loans of the Canadian
banks show a,teadÿ increase. They were at the low~t point in November, 1907, being then $41,000,000.
By December, 1908, they had risen to $95,000,000 . During the same period the cash reserve advanced
from $81,000,000 to $97,000,000 . This great increase fis the cash and secondary reserve was due to the
quietude in Canadian trade and industry as a result of the panic of 1907 . Canadian banks were suffer-
ing from a glut of idle money ."-Johnson, The Canadian Banking Systein, pages 81-2 .
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From the above it may be inferred that the gold imports and exports of
Canada are of little significance. "As seasonal variations in the need for cur-
rency are taken care of by the elastic note circulation, no gold need be imported
or exported onthat account . Furthermore, when the banks increase their balances
in New York and London, they do it by the remittance of exchange, not by the
exportation of gold . The so-called balance of trade is against Canada, yet ster-
ling bills are fairly plentiful as a result of the sale of Canadian securities in

England . "' Gold held by the Receiver-General sometimes fluctuates rapidly,
but this is to be traced to the operations of the banks. Thus between August
31 and November 30, 1913, the gold against Dominion notes rose from $90,901,-
169 to $110,385,199 . By February it was back to $100,112,175 .

Deposits and Loans and Discounts.-The above, then, represents the founda-
tions upon which the banking credit of the country has rested . The expansion

of that credit is shown by the figures of deposits and loans and discounts in
Tables XIV and XV . The third column of Table XIV is probably a good inde x

TABLE XIV .-DEPOSITS IN CANADIAN CHARTERED BANKS, 1892-1913 .

Deposits by the public in Canada. Balance Total deposits .

Deposits
due to

Dominion

Year Payable Payable after Totaldeposits Index elsewhere and Index
.

-on notice or on by the public No . than in Provincial Amount . No .

demand. a fixed day in Canada. Canada govern -
ments .

1892 642,88 065 96,516,100 162,158,980 57 .9 . . . . . . . . . . 6,176,157 168,335,137 58 . 9
. . . . . . . . . . . .

1893
,
040 80364 104,659,718 168,700,521 60 .3 . . . . . . . . . . 6,113,866 174,814,387 61 . 1

. . . . . . . . . . . . .
1894

,,
713,65964 110,693,156 175,406,815 62 .7 . . . . . . . . . . 6,420,400 181,827,215 63 . 3

. . . . . . . . . . . .
1896

,

549 11566 116,084,691 182,633,806 65 .3 . . . . . . . . . . 8?83,132 190,916,938 66 . 8
. . . . . . . . . . . . .

1896
, ,
449,77 164 122,826,631 187,276,402 66 .9 . c . . . . . . . . 6,422,978 1,93699,380 67 . 7

. . . . . . . . . . . .
1897

,
928,83872 132,109,571 205,038,409 73 .3 . . . . . . . . . . 6,708,019 211,746,428 74 . 9

. . . . . . . . . . . .
1898

,
024,51 183 147,070,130 230,094,641 82 .2 . . . . . . . . . . 6,066,420 236,161,061 82 . 6

. . . . . . . . . . . .
1899

,
490,42 193 167,046,601 260,537,022 93 .1 . . . . . . . . . . 6,118,784 266,655,806 93 . 3

. . . . . . . . . . . .
1900

,
19 199 965 179,716,585 279,681,776 100 .0 . . . . . . . . . . 6,107,738 255,789,514 100 . 0

. . . . . . . . . . . . .
1901

, ,
171 29 895 221,624,664 316,795,962 113 .3 26,560,444 6,218,588 349,574,994 122 . 3

. . . . . . . . . . . .
1902

,,
424 203104 244,062 .545 348,486,748 124 .6 34,529,739 7,354,006 390,370,493 136 . 5

. . . . . . . . . . . .
1903

,,
112,461 757 269,911,501 382,373,258 136 .7 34,931,701 6,862,181 424,167,140 148 . 4

. . . . . . . . . . . .
1904

,
962,023117 307,007,192 424 .969 .215 151 .9 36,388,330 8,908,199 470,265,744 164 . 5

. ., . . . . . , ., .
1905

,
550138 116 338,411,275 476,527,825 170 .7 44,325,531 10,390,120 531,243,476 185 . 5

., , , , . . . . . . .
1906

, ,
569165 144 778,705381 546,923,274 195 .6 46,030,241 13,014,998 605,96S,513 212 . 0

. . . . . . . . . . . .
1907

, ,
342,14 4166

,
413,014,657 579,356,801 207 .1 58,828,181 16,654,729 654,839,711 229 . 1

, .,,,, . . . . . .
1904

,
75 5169 721 406,103,063 575,824,818 205 .9 65,793,319 16,748,878 658,367,015 230 . 4

. , . . . . . . . ., .
1909 :

,,
225 414,828 464,635,263 690,050,091 246 .7 70,788,822 22,459,967 783,298,880 274 . 1

. , , , , , . , , , .
1910

,
232,399260 532,087,627 792,320,026 283 .3 78,445,210 39,199,603 909,964 .&39 318 .4

. . . . . . . . . . . .
1911

,
304 801 755 564,976,209 873,777,964 312 .4 72,823,733 33,832,091 980,433,788 343 . 0

. . . . . . . . . . . .
1912

, ,
895359 431 625,705,765 985,137,660 352 .2 81,137,710 36,635,013 1,102,910,383 385 . 9

. . . . . . . . . . . .
1913, . . . . . . . . . . .

, ,
367,255,810 626,198,636 993,454,446 355 .2 97,528,021 35,929,889 1,126,912,356 394 . 3

Note :-The figures for 1890 and 1891 are not available on account of a new method of compiling the tables having

been employed in 1892.

*Johnson, The Canadian Banking System, p . 79•80 . He further explains : "'On account of our

large number of branches and the different conditions they encounter in the different sections of the coun-
trY,' said a general manager to the writer, 'we have to carry a cash reserve that seems to the outsider

larger than is necessary . For example, when notes go out rapidly in a place like Winnipeg, they soon
come back and have to be redeemed in gold, and actual cash is required at the western redemption points .

It requires constant vigilance to keep proper cash balances . Balances in the Bank of England and in the

banks of New York we cannot count as cash at a redemption point. During the panic of 1907 we had

nearly E2,000,000 in London and New York, but we could not really count them as part of our cash
reserve, for we could not have imported the gold without having caused foreign complications . The

knowledge that we had the gold there did us practically as much good as to have had it here . We

aeldom import gold for our own use or merely for the profit of the transaction . Despite the fact that

New York fell down during 1907, we sbould have had a pretty serious time if we had not had some money

loaned out in New York before this panic . We knew that we could get the actual money at any time by

eelliag sterling exchange . In fact, all our money loaned in London and New York is a kind of secondary

reeerve ., '•
"We keep American gold against our foreign balances ; the go!d is really no use to us till it passes

out of the country, giving us credit balances in other countries to draw against ."-Jamea Bonar, Economic

Journal, June, 1914, p. 802 .
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TABLE ZV .-DISCOUNTS OF CANADIAN CHARTERED BANKS, 1892-1913 .

ear.

Call and short
loans on stocks
and bonds in

Cansda.

Current loan s
. in Canada .

Call and
short loan s
elsewhere

Curre n t
loans else-

Loans t o
govern- verdu e

d

Total discounts

-

Loans . Index Loans.
-
Index

than in
Chnada .

where than
in Canada

- menta. ebts .
Amount. Inde x

No . . No. No.

1492 . . . . . 17,061,133 55 .6 191,029,955 69 .1 . . . . . . . . . . . . . . . . . . . . . 1,130,916 2,425,928 211,847,932 68 . 0

1S93 . . . . . 15,565,985 51 .7 203,994,585 73 .8 . . . . . . . . . . . . . . . . . . . . . 1,433,964 2,628,457 223,922.991 72 . 0

1894 . . . . . 15,609,172 50 .8 200,998.268 72 .7 . . . . . . . . . . . . . . . . . . . . . 795,508 3,126,672 220,529,620 70 . 9

1895 . . . . . 17,059,414 55 .5 200,224,2ü0 72 .5 . . . . . . . . . . . . . . . . . . . . . 851,158 3,506,639 221,641,411 71 . 3

1~.96 . . . . 1 3 ,776,666 44 .9 209,330,314 75 .8 . . . . . . . . . . . . . . . .. . . . . . 514,915 3,831,681 227,503,576 73 . 1.
1S97 . . . 15,931,293 51 .9 208,410,002 75 .4 . . . . . . . . . . . . . . . . . . . . . 1,053,021 3,604,632 228,998,948 73 . 6. .
1>98 . . _ . . 21,864,333 71 .2 220,846,454 79 .9 . . . . . . . . . . . . . . . . . . . . . 1,727,556 3,026,533 247,464,876 79 . 6

1899 . . 30,735,470 100 .1 249,114,790 91 .2 . . . . . . . . . . . . . . . . . . . . . 2,335,029 2,252,697 284,437,986 91 . 5.. .
.11500 694 ;26 130 100 .0 276,189,824 100 .0 . . . . . . . . . . . . . . . . . ... . . 1,934,239 2,015,251 310,833,575 100 . 0. .. .

1901 . . .
,

35,304,846 115 .0 283,387,175 102 .6 40,020,238 24,678,377 2,931,480 1,977,854 388,299,970 124 . 9
. .

1902 206 53045 147 .2 303,118,541 109 .7 46,162,659 30,288,653 3,796,593 2,079,694 430,662,670 138 . 5
. . . . .

1903 . . . .

, ,
43,583 788 141 .9 360,572,639 130 .5 38,025,662 25,586,802 2,211,379 2,038,419 472,019,689 151 . 8

.
1901

,
999 79036 120 .3 407,475,439 147 .5 41,212,007 18,665,002 2,465,495 2,194,260 509,011,993 163, 7

. . . . .
190 ;i

, ,
659 14442 138 .9 436,659,384 157 .7 51,452,955 25,097,824 1,960,465 1,985,146 559,814,918 180 . 1

. . . . .
1906 . .

, ,

56 597,649 184 .4 500,770,572 1 181 .3 59,363,639 35,777,625 1,353,258 2,007,136 6 55,869,879 211 . 0
.. .

1907
,
192 29 149 160 .2 574,784,939 208 .1 52,907,513 27,340,135 2,183 .799 3,566,597 709,975,274 228 . 4

. . . . .
1908

,,
71 506042 137 .0 529,320,134 191 .6 60,764,075 24,383,503 5,542,149 8,100,257 670,170,833 215 . 6

. . . . .
1909

,,
53 266 984 5173 544,380,947 197 .1 119,728,263 34,454,995 2,913,083 7,451,274 762,195,546 245 . 2

. . . . .
1 9 10

, ,
623 00261

.
200 .7 646,910,799 234 .2 112,777,530 39,912,108 2,027,344 6,850,107 870,100,890 279 . 9

. . . . .
1911 . . . . .

219

,,
63,859,906

221 13 371
208 . 1

3232

728,462,99 1
088842 051

263 .7
9301

91,097,704
105 718 070

35,742,140
893 50636

1,844,83 7
2,167,778

5,872,028

3,792,416

926,909,616

1,061,843,991

298 . 2
341 . 6

1 . . . . .
1913 . . . . .

,,
70,096,335

.
228 .4

, ,
870,207,941

.
315 .0

, ,
98,602,699

,,
44,578,835 2,851,877 4,416,008 1,090,753,695 350 . 9

NoTa :-The figures for 1890 and 1891 are not available on account of a new method ùf compiling the tables having

been employed.

of the deposits which are subject to cheque and which therefore constitute the
basis of credit as circulating medium, for although notice is required by law
before the greater share of these deposits can be withdrawn, this right is seldom
or never claimed, and even savings accounts are now chequed against to a con-
siderable extent. Certain deductions, it is true; 'ought to be made for deposits
which are regarded as investments rather than as accounts to be drawn upon . It

would appear, however, safe to say that the volume of bank deposits subject to
cheque in Canada has increased by about three and one-half times since 1900 .

Statistics of Loan and Trust Companies .-Neat to the banks, the most im-
portant financial institutions are the Loan and Trust companies whose business
is largely conducted on the security of real estate .§ A large •number• of these
are licensed by the Dominion Government and are required to make annual
reports of their proceedings. Others operate under provincial charters. Several

of the latter, however, make a practice of forwarding their annual statements to
the Dominion Department of Finance, which publishes them and includes their
totals with those of Dominion licensed concerns in the annual reports of the
Department on this subject. As certain of the provincial companies may be
included in one year and omitted in another, and as the number of Dominion
licensed companies varies, the totals of the Dominion report are not continuou a

4A large part of the business of Life Insurance companies also Is flnanciai . Both are, of 6o
urse,

much less sensitive to passing ffnancial conditions,than are the banks .
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In order to ascertain with some accuracy what has been thé trend of opera-
tions in this field, the statistics relating to capital, reserve, deposit, loans, lia-
bilities to the public, and total assets, of all Loan and Trust companies which
have been in operation continuously since 1900 and whose annual statements are
included in the Dominion report above mentioned (some fifty in number) have
been assembled, and are presented in the aggregate in Table âVI .' Index num-

bers of the results will be found in Table XVII. The companies, it may be ob-

served, are those whose annual interest earnings have been analyzed in Part I,

section (6) . Loans it will be observed have considerably more than doubled on a
working capital which has increased by only 37 per cent. Deposits have gone up

by one-half, but these are subject to cheque only to a limited extent .

TABLE 7CVI.-OPERATIONS OF LOAN AND TRUST COMPANIES, 1900-1912. •

1900 1901 1902 1903 1904 1905

CAPITAL

Authorised . . . . . . . . . . . . . . . . . . . . . 91,293,882 90,293,882 91,343,882 90,643,882 90,252,832 91,632,83 2

Subscribed . . . . . . . . . . . . . . . . . . . . . . 47,321,354 46,791,285 47,678,053 47,432,180 46,947,300 46,988,22 1

Paid up . . . I . . . . . . . . . . . . . . . . . . . 19,315,526 20,319,414 21,524,688 22,091,563 22,427,895 22,425,84 3

Reserve . . . . . . . . . . . . . . . . . . . . . . . . . . 7,133,139 7,259,781 7,722,248 8,332,592 8,941,970 9,604,057

Deposits . . . . . . . . . . . . . . . . . . . . . . . . . 12,805,737 12,199.083 12,739,834 13,199,187 13,732,826 14,596,052

Current Loans . . . . . . . . . . . . . . . . . . . . 85,660,702 88 .433,017 92,765,113 98,539,006 100,928,235 109,962 .863

Liabilities to the public . . . . . . . . . . . . 64,578,725 66 .801,649 68,389,897 74,612,318 78,324,094 85,768,038

Total Assets . . . . . . . . . . . . . . . . . . . . . . 104,840,723 113,752,635 112,170,085 119,148,138 126,989,398 136,912,983

*Nora .-Compiled fro m annual reporta of the Department of Finance, Canada . As the purpose of the table

was to show trends rather than the relations of the items inter se., every available continuous record under each

item was included . Thus under the item "authorised capital" are included 44 companies ; under "subscrihed

capital" 50 ; "paid up," 30; "reserve," 41 ; "depoaits;" 34 ; "current loans," 49 ; "liabilities to the public." 46 ;

"total assets," 50.

'The names of the Companies are as follows :-Royal Loan and Investment Co ., Brockville Loan and

Savings Co., Guelph & Ontario Investment & Savings Co., , Hamilton Provident & Loan Co., Landed

Banking Ar Loan Co .; Frontenae Loan dc Investment Co., Victoria Loan and Savings Co ., Dominion

8avinge & Investment Co ., Huron !c Erie Loan it Savings Co., London Loan Co ., London bWestern

Trusts Co ., Ontario Loan & Debenture Co ., Peoples Building & Loan Association, Niagara Falls Building

Savings & Loan Association, Ontario Loan k Savings Co ., Home Building & Savings Co ., Owen Sound

Building & Savings Co ., Grey g% Bruce Loan Co ., Peterborough workingman's Building & Savings So-

ciety, Toronto Savings & Loan Co., Crown Savings & Loan Co ., Midland Loan & Savings Co., Industrial

Mortgage & Savings Co ., Lambton Loan & Investment Co ., British Mortgage Loan Co ., Security Loan &

Savings Co ., Southern Loan & Savings Co ., British Canadian Loan & Investment Co ., Canada Landed &

National Investment Co., Canada Permanent Mortgage Co ., Colonial Loan & Investment Co., Imperial

Loan & Investment Co ., Imperial Trusts Co ., London & Canadian Loan & Agency Co ., National Trust

Co ., Provident Investment Co ., Real Estate Loan Co ., Scottish Ontario & Manitoba Land Co ., Standard

Loan Co ., Sun dt Hastings Loan & Savings Co ., Toronto General Trusts Corporation, Toronto Mortgage

Co., walkerville Land dc Building Co., Oxford Permanent Loan & Savings Co ., Credit Foncier Franco-

Canadian, Montreal Loan A Mortgage Co
., Quebec Permanent Building Society, Société de Prêta et Place-

ments de Québec, Eastern Canada Savings & Loan Co ., Eastern Trust Co.

n.r.,. . ., . .,~ , .
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TABLE XVI .-OPERATIONS OF LOAN AND TRUST COMPANIES, 1900-1912 .*-Continued .

1906 1907 1908 1909 1910 1911 191 2

CAPITAL

Authorised . . . . . . . . 91,807,832 88,548,645 95,245,812 95,810,812 96,373,444 96,873,446 100.202,97 7

Subecribed . . . . . . . . . 47,454,412 47,320,022 47,356,409 47.379,942 50,630,087 53,283,223 56,531,06 7

Paid up . . . . . . . . . . . 22,736,169 23,054,434 23,661,541 23,778,434 23,871,081 25,476,728 26,794,550

Reserve . . . . . . . . . . . . . 11,337,588 12 .346,397 13,271,517 14,306,152 15,475,664 18,454,771 20,969,684

Deposite . . . . . . . . . . . . 15,275,731 13,916,052 14,600,387 17,107,520 17,076,127 18,735,076 19,093,248

Current Loans . . . . . . . 117,885,133 122,350,242 125,460,853 136,521,609 149,329,097 165,593,447 185,237,434

Liabi lities to the public 95,531,498 100,832,561 108,643,704 124,179,901 136,508,493 149,979,149 174,050,024

Total Aesete . . . . . . . . . 148,578,75 156,067,320 166,400,399 185,835,615 211,264,990 241,613,463 264,826,19 7

•NoTa .-(',ompiled from annual reports of the Department of Finance, Cansda. As the purpose of the table

was to show trends rather than the relations of the items inter se , every available continuous record under each

item was included . Thus under the item "authorized capital" are included 44 companies ; under "subscribed

capital" 50 ; "paid up," 30 ; "reserve," 41 ; "deposits," 34 ; 'current loans," 49 ; "liabilities to the public," 46 ;

"total assets," 50.

TABLE XVII .-INDEX NUMBERS OF OPERATIONS OF LOAN AND TRUST COMPANIES, 1900-1912.

1900 1901 1902 1903 1904 "1905 1906 1907 1908 1909 1910 1911 191 2

Capital authorised . . . . . . . . . . . . . . 100 . 98 .9 100 .0 99 .2 98 .8 100 .3 100 .5 96 .9 104 .3 104 .9 105 .5 106 .1 109 . 7

subecribed . . . . . . . . . . . . . . 100 . 98 .8 100 .7 100 .2 99.2 99 .3 100 .2 99 .9 100 .1 100 .1 106 . 112 .5 119 . 4

paid up . . . . . . . . . . . . . . . . 100 . 104 .1 110 .2 113 .2 114 .9 114 .9 116 .5 118 .1 121 .2 121 .8 122 .3 130 .5 137 . 3

Reaerve . . . . . . . . . . . . . . . . . . . . . . . . 100 . 101 . 7 108 .0 116 .7 125 .3 134 .6 158 .8 177 .3 186 .0 200 .5 216 . 258 .7 293 . 9

Depoeita . . . . . . . . . . . . . . . . . . . . . . . 100 . 95 .2 99 .4 103 .0 107 .2 114 .0 119 .2 108 .6 114 .0 133 .6 133 . 146 .3 149 . 1

Current Loana . . . . . . . . . . . . . . . . . . 100 . 103 .2 108 .2 115 .0 117 .8 128 .4 137'.6 142 .8 146 .4 159 .3 174 . 193 .3 216 . 2

Liabilitiee to the public . . . . . . . . . . 100 . 103 .4 105 .9 115 .5 121 .3 132 .8 147 .9 156 .1 168 .2 192 .3 211 . 4 232 .211-69 . 5

Total Aaset6 . . . . . . . . . . . . . . . . . . . . 100 . 108 .5 106 .9 113 .6 121 .1 130 .5 141 .7 148 .8 155 .7 177 .2 1201 .5

1

230 .9 ~252 .6
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®PYRATIONS OF LOAN AND TRUST CiOMPANIES, CANADA, 1900-1912 .
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Business _Confidence and the Volume of Credit.-A sidelight on the expan-
sion of credit is thrown by statistics of business confidence . The volume of credit,
as pointed out in a previous chapter, is very responsive to the state of business
confidence.* When confidence is high, credit and the volume of credit instru-
ments doing duty as a medium of exchange, expand ; when it is low the reversehappens. In other words the extent- to which the banks are willing at any
moment to coin the assets of borrowers into medium of exchange is largely a
matter of the prevailing business outlook.

It is difficult to measure so intangible an entity, but there are two series
of data which may be regarded as barometers in a peculiar sense of business con-
fidence :

(1) The operations of the stock market reflect business confidence . When
confidence is high, speculative transactions in securities will increase and stock
prices will rise. The call loan rate is also a barometer, rising when the demand
for money is keen and falling when the reverse holds. Statistics under both of
these headings are given in Part (1), sections (5) and (6) . Both, however,
must be interpreted from the present standpoint with reserve. The volume of
stock exchange transactions reflects also the growth in the general business of
thé country ; and the call loans rate may on occasion be high on account of de-
mands for money arising out of heavy liquidations, and the rise may be a
measure of depression rather than of confidence . Over short periods, however,
and in the light of the attendant circumstances the figures may be used as sug-
gested .

(2) The second medium is the record of business failures . "When times are
good and business of all kinds is prospering there are comparatively few failures,
and those as a rule are for small amounts ; but let prospects of poor crops arise,
international complications become imminent, an influential financial establish-
ment become insolvent, prospects rise for Government interference with the
tariff, or with the currency ; or let any one of a hundred other things happen
which may serve as the signal for retrenchment and liquidation ; and one
of the first and surest manifestations of financial stringency is the failure of a
number of concerns which have been carrying on business in a reckless way
without sufficient financial backing. Commercial failures are contagious. They

•$ee page 755.
Kemmerer (Money and Pricee, p. 85-6) has the following remark :
"A rise in business confidence, it has been said, enables a given bank reserve to support a larger

volume of deposit currency ; if business does not at the same time grow sufficiently to absorb this increase
in the circulating medium at the old level of prices, the value of the money unit will fall, prices will rlse,
importations will tend to be stimulated, and exportations to be discouraged, exchange will advancE to the
gold export point, and gold, becoming a 'relatively redundant' article, will be exported . The exportation
of gold bars and the exportation and melting of gold coin will reduce prices in the home country through
the diminution of the money supply, as well as through the contraction of deposit currency arising from
the depressing influence of gold exportations upon business confidence . If methods of banking improve, or
if business confidence rises permanently to a higher level, a larger proportion of the country's transac-
tions will be effected by means of cheques. The outflow of gold into the arts and into foreign countries
will increase the world's available supply of gold and diminish the value of gold . The increased supply
will be distributed between the money uses and the merchandise uses and a new level of world prices
will arise. If business confidence falls the opposite phenomenon will take place, larger bank reserves will
be required for a smaller volume of deposit currency, the proportion of cash transactions will increase,
prices will fall, exportations will be stimulated, importations retarded, exchange will decline to the gold
import point, and gold, being a 'relatively scarce' and highly valued commodity will be imported from
abroad, and perhaps mined in quantities at home, until prices rise to their normal level, by reason of the
increase in the money supply and in the volume of deposit currency . The importation of gold will have
a buoyant effect upon business confidence ."

Layton, introduction to the Study of Prices, p. 28, says : "A certain amount of bullion is under -the
English monetary system required as a reserve ; but the proportion which the bullion held by the ban :s
of the country bears to the total volume of money which they provide for the public in not necessarily a
fixed proportion, and, in fact, is often greatly diminished when there in general confidence in the state of
credit and a demand for currency . But when the expansion in carried beyond a certain point, a reaction
sets in, which often results in an acute criais, and in any case the slump is accompanied by a reduction
in the credit currency . "

See also W . G. Langworthy Taylor, The Credit System .
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are both effect and cause of stringent conditions in the world of business and
finance ; and their number, together with the amount of liabilities involved,
marks in a rough way the progress and decline of periods of business depres-
sion . " •

The two records of business failures which are available in Canada (those of
Dun and Bradstreet) are given in Tables XVII 'and XVIII, both being analyzed
according to the method suggested by Kemmerer. First the total number of con-
cerns doing business is indicated, and secondly, the number of failures, and the
percentage of these to the whole, the latter being stated in the form of an index
number, (1900 figures-= 100) . In the third section, the assets and liabilities
are set forth and analysed. It will be noted that the average liability for each
year is indicated ; this is necessary because of the fact that the extent of demoraliz-
ation caused by business failures is to a, degree proportioned to the size of the
failure, the failure of one large concern often causing a stronger business de-
pression than the failure of scores of small ones . The relation of liabilities to
assets is also significant . Lastly as a rough balancing of results the indez
number indicating the proportion of failures to the number of concerns in
business and the index number of the size of the concerns failing are averaged,
and the result given as the barometer of depression . This number reversed is a
barometer of confidence. The records of Dun and Bradstreet are not on the
same basis, but, the general tendency of the two records is the same, the dif-
ferences in results being usually only a matter of degree. The chart herewith
may be compared with the call loan figures, page 739, and the record of stock
transactions, page 686.

It is interesting also to examine the diagram in the light of the figures of
the preceding section with regard to bank reserves and loans and discounts .
The one year in which discounts showed a falling off compared with the pre-
ceding, namely, 1908, was, it will be seen, the year in which business confidence
was at its lowest in the decade. The figure of speech may be recalled which
likens the connection between reserves and loans to an elastic tether, business
confidence being the factor which imparts the elasticity . Kemmerer sums up :
"Assuming a given state of credit development and a fixed amount of business,
the porportion of deposit currency is a function of business, confidence."
TABLE XVIIL-BUSINESS FAILURES AND BUSINESS CONFIDENCE IN CANADA, I 900 -1913-(DUN . )

Year.

1900„
1901 . .
1902
1903 . .
1904„
1905
1906
1907„
1908
1909
1910
1911 .,
1912 .,
1913 . .

•Kemmerer, Money and Prie", V. 121 .

Inde x
Coxcaaxe FAILING. LreaicmEa. ' number

No of
of business

.
. concerna

doin
Proportion failing As®ete . Average.

g

buaineea Index
pro -

portion

a Û

No. Percent- No . Total. Amount Index to
age 1900- No. assete 93

100 . Â ü

95,772 1,355 1 .41 100 .0 i 8,202,898 $11,613,208 8,570 100 .0 1 .42 100 .0 100 1)96,961 1,341 1 .38 97 .8 7,68 6,823 10,811,671 8,062 94 .1 1 .41 95 .9
.

104 . 1
93,890 1,101 1 .17 82 .9 7,772,418 10,934,777 9,931 115 .9 1 .41 99 .4 100 . 695,029 978 1 .03 73 .0 4,872,422 7,552,724 7,723 90 .1 1 .55 81 .5 118 . 5
96,822 1,246 1 .29 91 .5 8,555,875 11,394,117 9,144 106 .7 1 .33 99 .1 100 9101,246 1,347 1 .33 94 .3 6,822,005 9,854,659 7,316 85 .4 1 .44 89 .8

.
110 2

104,576 1,184 1 .13 80 .1 6,499,052 9,085,773 7,673 89 .5 1 .39 84 .8
.

115 2
108,160 1,278 1 .17 82 .9 9,443,227 13,221,250 10,345 120 .7 1 .40 101 .8

.
98 2

113,551 1,640 1 .44 102 .1 12,008,113 14,931,790 9,105 106 .2 1 .24 104 . 2
.

95 9
117,309 1,442 1 .23 87 .2 10,318,511 12,982,800 9,003 105 .0 1 .26 96 .1

.
103 9119 .764 1,262 1 .05 74 .4 11,013,396 14,514,650 11,501 134 .2 1 .31 104 .3

.
95 7129,917 1,332 1 .03 73 .0 9,964,604 13,491,196 10,128 118 .2 1 .35 95 .6

.
104 4132,469 1,357 1 .02 72 .3 8,783,409 12,316,396 9,076 105 .9 1 .40 89 .1

.
110 9141,135 1,719

I
1 .22 86 .5 12,638,979 16,979,406 9,877 115 .2 1 .34 100 .8

.

99 .2
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THE TREND OF BUSINESS CONFIDENCE AS DEDUCED FROM STATI 157I 6S OF

BUSINESS FAILURES .
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TABLE %1g.-BUSINESS FAILURES AND BUSINESS CONFIDENCE IN CANADA, 1900-1913.

(BRADSTREET .)

Index
Coxceaxa FAtuxa . LtsnitaTlsa. number

of business
No. of

Year. conoerns Proportion failing Assets. Average .
P o-doing r

business Index portion â

No. Percent- No. Total. Amount Index to

age 1900- No . assets m o

100 . Ca Lg

900. . . 100,618 1 .337 1 .32 100 .0 $4,246,693 $10.785,601 8,067 100 .0 2 .53 100 .0 100 . 0

901 . . . 103,421 1,379 1 .33 100 .7 5,264,551 11,783,737 8,546 105 .8 2 .23 103 .2 96 . 8

902 . . . 106,099 1,095 1 .03 78 .0 3,602,542 8,546,365 7,804 96 .7 2 .37 87 .3 112 . 7

903 . . . 108,215 958 as 66 .6 3,870,605 8,372,011 8,739 108 .3 2.16 91 .4 108 . 6

904 . . . 110,615 1 .175 1 .06 80 .3 4,137,418 10,019,311 8,527 105 .7 2.42 93 .0 107 . 0

905 . . . 114,335 1,430 1 .25 94 .7 6,584,191 13,879,700 9,706 120 .3 2 .10 107 .5 92 . 5

908 . . . 112,362 1,239 1 .10 83 .3 4,305,076 9,450,093 7,627 94 .5 2 .19 88 .9 111 . 1

907 . . . 116,202 1,365 1 .17 86 .6 5,276,698 11,735,272 8,596 106 .5 2 .22 96 .5 103 . 5

908 . . . 118,875 1,715 1 .44 109 .1 7,770,207 17,582.304 10,252 127 .1 2 .26 118 .1 81 . 9

909 . . . 123,232 1,588 1 .28 96.9 6,195,515 12,811,184 8,067 100 .0 2 .06 98 .4 101 . 6

910 . . . 128,881 1,469 1 .14 86.3 7,075,347 15,712,586 10,696 132 .6 2 .22 109 .4 90 . 6

911 . . . 130,446 1,401 1 .07 81 .0 6,420,331 13,086,946 9,341 115 .7 2 .03 98 .3 101 . 7

912 . . . 142,583 1,312 , .92 69 .7 5,611,675 12,355,282 9,417 116 .7 2 .20 93 .2 106 . 8

913 . . . 149,852 1,827 1 .21 91 .6 8,142,990 16,650,450 9,113 112 .9 2 .04 102 . 2

1
1
1
1
1
1
1
1

97 . 81

The Circulation of Credit Instruments .-Clearing-House Returns. The
next step is to measure the extent to which credit instruments drawn against
deposits have acted as circulating medium .

In the United States and Great Britain various attempts have been made
to ascertain by direct observation what is the approximate amount of credit
documents in circulation and what proportion the transactions they effect
bear to the transactions effected by currency. The results of these investiga-
tions are assembled in Note C to this chapter where the detailed information
may be seen. No inquiry of this kind has ever been made in Canada, but
probably the results obtained in 1910 for the United States hold approximately
here. They go to show that retail trade to the extent of 55 per cent and whole-
sale and other trade to the extent of 95 per cent are carried on by means of
credit instruments : '

Clearing-house statistics have been used as an indication of the volume of
credit instruments in circulation . They are, however, far from satisfactory
for such a purpose, especially in a period of rapid growth and of increases
in the number of clearing-houses - such as has recently taken place in Canada
-which disturbs the continuity of the records . By working out an index
number by the chain method, however, the general trend of payments in credit
paper may be observed . But this does not meet the objection that clearings
account for only a portion of the total credit paper in circulation. It has been
estimated that only 35 per cent of the entire transactions effected by means of
credit instruments go through the clearing-houses. This, however, is only an
estimate and is unsafe as a basis for important deductions .

Table X.% gives the clearing-bouse exchanges back to 1890 . It will be
seen that the record is distinguished not only by a rapid increase in the volume
of clearings, but in the number of clearing-houses . During the decade 1890-
1899, the number of clearing-houses increased from one to eight and the volume
of transactions by 25 times. Again, between 1900 and 1913 the number of
clearing-houses exactly doubled, while the volume of transactions increased
by six times. The new clearing-houses erected during the past ten years have

?TJnYr!
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been without exception in Saskatchewan and ~lberta, where the expansion in
business has been most rapid.

- The significance of the movement of -clearings from year to year may be
seen from the following :- _

TABLE XX .

STATEMENT SHOWING THE AMOUNT OF EXCHANGES OF THE CLEARING HOUSES
OF CHARTERED BANKS, 1890-1913.

1890 1891 1892 1893 1894 389 5

Halifax, N. S.s . . . . . . . . . . . . . . . . 62,281,748 64,601,856 59,136,983 • 60,104,338 58,778,698 61,078,520

St. John, N.B . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Quebec, Que . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Montreal, Que .} . . . . . . . . . . . . . . . 473,985,131 514,607,000 590,043,000 568,739,064 546,606,148 583,160 .000

Ottawa . Out . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Tôronto, Ont . . . . . . . . . . . . . . . . . . . . . . . . . . . . 145,897,939 326,047,404 309,494,818 279,267,751 308,634,341

Hamilton. Ont . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38,030,289 37,825,076 34,301,856 37,577,878

London, Ont . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Winnipeg, Man . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50,602,644 55.872.34 0

Re6ina,Sask . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . .

Moose Jaw, $ask . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Saskatoon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Calgary, Alta . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Edmonton, Alta . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Vancouver, B. C. . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Victo ria, B . C. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

----

Totala . . . . . . . . . . . . . . . . . 536,266,879 725,106,795 1,013,530,676 976,163,296 969,557,097 1,046,323,079

+Firat Established, 1887 . , tFirst established, 1889 . . .

TABLE XXI .-INDEX OF CLEARING-HOUSE EXCHANGES OF CHARTERED BANKS, 1890-1913 .

1900 1901 1902 1903 1904 1905 1906 1907 1908 1909 1910 1911 1912

Yearly in
creaee per
cent . . . . . 11 .4 26 .4 6 . 2 .7 21 .9 18 .4 6 .2 3 .9 25 .5 16 .6 20 .3 22 . 6

Index num-
ber . . . . . . 100 111 .4 139 .7 147 .9 151 .9 185 .2 219 .3 232 .9 223 .8 280 .9 327 .5 394 .0 483 .0

1913

. 5

485 .4
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. TABLE XX .

STATEMENT SHOWING THE AMOUNT OF EXCHANGES OF THE CLEARING HOUSES

OF CHARTERED BANKS, 1890-1913 .--Continued .

873

1€96 1897 1898 1899 • 1900 190 1

î f É i i â

Halifax, N. S. . . . . . . . . 61,237,206 63,736,000 62,523,827 70,600,705 77,694,870 87,148.064
St . John, N . B. . . . . . . . . . . . . . . . . . . . . . 30,468,180 30,349,264 32,628,723 37,907,421 40,941 .259,
Quebec . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Montreal, Que . . . . . . . 527,858,016 601,185,000 731,264,677 794,109,924 734,941,605 889,486,915,
Ottawa, Ont . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
lCoronto, Ont . . : . . . . . . 342,001,717 361,756,953 439,489,336 524,569,915 513,697,000 599,385,67 1
Hamilton, Ont . . . . . . . . 33,753,865 33,350,542 3 .5,637,964 40,298,OS4 40,262,586 42,554,03 3
London, Ont . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Winnipeg, llian . . . . . . . * 64,146,438 84,435,832 90,754,276 107,786,798 106,956,792 134,199,663,
Regina, Sask . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . :
Moose Jaw,Sask . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Saskatoon. Sasl• . . . !% . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

.
. . . . . .

. . . . . . .

Calgariry,Aita . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
. .

. . . . . . . . . . . . .
. . . . . . .

. . . . . . . . . . . . .

. . . . . . . . . . . . .

. . . . . . .
Edmonton, Alta . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . .
. . . . . .

Vancouver, B . C . . . . . . . . . . . . . . . . . . . . .• . . . . . . . . . . . • . . . . . . . . . . . . 42,179,553
. . .

46,161,432
. . . . . . .

46,738,F05
Victoria, B . C . . . . . . . . . . . . . . . . . . . . . . • . . . . . . . . . . . . • . . . . . . . . . . . . 33,506,489 32,038,700 ::0,1i07,31 5

Totals . . . . . . . . . j .0-18,997,242 1,174,710,34 1,390,019,344 1,625,650,194 1,5S9,560,411 1,871,061,725

TABLE XX .

ST:>,TE\iENT SHOWING THE AMOUNT OF EXCHANGES OF THE CLEARING HOUSES

• OF CHARTERED BANKS, 1890-1913 .-Gontinucd .

1902 1903 1904 1905 1906 1907V' .

Halifax, N . S . . . . . . . . .
St

88,532,252 ' 93,349,633 90,115,763 89,251,562 91,837,507

q

93,587,138
. John, N . B . . .,, . . . ,

Quebe Q
42,463 .6,S4 49,013,456 51,875,753 52,536,333 60,042,818 66,150,41 4

c, ue . . . . . . . . . .
Mont

70,707,896 80,432,452 74,502,550 86,389,081 91,618,655 107,543,570
real, Que . . . . . . .

Ott O
1,089,976,730 1,113,984,113 1,065,067,000 1,324,313,000 1,533,597,000 1,555,712,000

awa, nt . . . . . . . . . .
Toro

97,480,243 104,549,814 105,749,300 121,215,777 135,327,604 152,969,520
nto, Ont . . . . . . . . .

Hamilt
809,078,559 808,908,260 842,097,066 1,047,490,701 1,219,125,359 1,220,905,51 7

on, Ont . . . . . . . .
Londo O

45,970,217 53,710,331 59,003,081 68,385,601 78,450,620 2i8,104,108
n, nt . . . . . . . . . .

Winni Me
23,097,539

1 8
42,848,575 45,552,230 50,429,511 57,863,782 65,760,47 3

p g, an . ., . . . .
Regina Sask

8 ,370,003 246,108,006 294,601,437 369,868,179 504,585,914 599,667,576
, . . . . . . . . . .

Moose Jaw,Sask . . . . . .

. . . . . . . . . . . . .

. . . . . . . . . . .
. . . . . . . . . . . . .

. . . . .
. . .

.
. . . . .

. . . . . . . .
. . . . . . . . .

Saskatoon,Sask . . . . . . . . . . . .
.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ~

.. .
Calgary, Alta . . . . . . . . .
Edmo t

. . . . . .
. . . . . . . . . . . . .

. . . . . . . . . . . . .

. . . . . . . . . . . . .

. . . . . . . . . . . . .

. . . . . . . . . . . . .

. . . . . . . . . . . . .

. . . . . . . . . . . . .
. . . . . . . . . . . . .
. . . . . . . . . . . . .

. . . . . . . . . . . :
69,745,006

n on, Alta . . . . . . .
Vancouver, B . C . . . . . . .
Victo i B

.
~ 91,223,969 66,100,774 74,029 ~02

. . . . . . . . . . . .
88,460,391

. . . . . . . . . . . . .
132,606,358

4.5,716, f92
191 .734,4R 0

r a, . C . ., . . .,, . 28,680,679 30,817,92€ 33,070,009 36,590,464 45,615,615 55,330,5€ 4

Totals . . . . . . . . . 2,538,583,771 2,689,823,345 2,735,664,091 3,335,53C,600 3,950,701,262 4,312,927,191
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TABLE XX. ,

STATEMENT SHOWING THE AMOUNT OF EXCHANGES OF THE CLEARING HOUSFr

OF CHARTERED BANKS, 1890-1913 .--Conciuded.

Halifax . N. S. . . . . . . . . 90,232,246 95,278,467 95,855,319

Ottawa, Ont . . . . . . . . . . 154,367,756 173,181,993 193,714,890

♦ Hamilton, Ont . •, . . . . . 72,329,688 85,036,908 101,226,496

Winnipeg. Man . . . . . . . 814,111,801 770,649,322 953,415,281

Calgary . Alta . . . . . . . . 64,815,227 99,053,662 150,677,031

Vancouver, B .C. . . . . . . 183,083,446 287,592,941 444,988,818

1908 1909 1910 1911 1912 1913

St . John, N. B . . . . . . . . . 66,435,636 72,404,500 77,843,54 6

Quebec, Que . . . . . . . . . . 111,812,551 118,803,773 123,710,055

Montreal. Que •, •••• 1,467,315,031 1,866,649,000 2,088,558,000

Toronto, Ont . . . . . . . . . 1,166,902,436 1,437,700,477 1,593,954,254

Londoa Ont . . . . . . . . . . 56,875,041 62,093,335 67,154,56 7

Re6ins.Seak. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50,739,160

Mooae Jaw, Sae1c . . . . . . . . . . . . • . . . . . . . . • . . . . . . . . . . . . . . . . • . . . . . .

$sakatoon.Sask. . . . . . . . . . . . . . . . . . . . . . .• . . . . . . . . . . . . . . . .• . . . . .

Edmonton, A1ta . ,, . ., . 38,496,510 52,367,651 71,633,122

Victoria, B .C . . . . . . . . . . 55,356,013 70,695,882 91,567,07 4

•

Totsls . . . . . . . . . 4,142,133,382 5,191,507,911 6,105,037,613 7,346,381,861 9,010,137,316 9,059,487,402

Rapidity of Circulation .

The rapidity of circulation of money and of credit instruments is a factor
of importance in connection with their quantity . The only practical method
that has been suggested for measuring the rapidity with which currency eir-,

culates is that of Irving Fisher,§ whose theorem is that money deposits in

banks (excluding savings deposits), plus wages, divided by money in circula-
tion, will afford a good barometer of the velocity of circulation. Of the total

wages bill there are no statistics in Canada, so that the calculation is not possible,
but if the wages of mining and manufacturing employees (as given by the
Census) alone are taken, a rise in rapidity of circulation from 6 to 9 is shown
between 1900 and 1910,-a result which though not of final accuracy may per-
haps be regarded as indicating that the increase has been considerable . As to

9"A practical method of estimating the velocity of . the circulation of money;' Journal of the Royal

8tatistical Society, Sept ., 1909 .

t E t

87,994,043 100,466,678 106,347,636

77,328,182 88,969,218 82,477,747

133,319,176 158,760,185 165,674,74 5

2,368,593,239 2,845,470,000 2,879,118,006

213,952,293 244,123,453 207,667,008

1,852,397,605 2,170,230,376 2,181,281,50 7

125,250,984 158,127,435 177,946,610

71,534,221 84,526,961 90,720,752

1,172,762,142 1,537,817,524 1,634,977,23 7

73,032,0E9 115,727 .648 132,087,457

39,872,742 65,136,32 51,370,949

111,910,660 115,898,467 96,034,723

218,681,921 275,492,303 247,882,928

121,438,394 220,727,617 213,053,319

543,484,354 645,118,887 606,899,710

134,929,816 183,544,238 176,977,074
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credit instruments : when bank clearings show a more rapid rate of increase
than deposits it means that the velocity with which cheques and other docu-
ments are circulating is increasing . The index number of deposits and clearings
are charted side by side in the accompanying diagram . It will be seen that
clearings have in recent years moved up more rapidly than deposits, and it
may be assumed therefore that credit documents like currency have been cir-
culating more rapidly. If clearings are regarded as representing one-third
of the total transactions effected by credit currency, and all bank deposits as
subject to cheque, the rapidity,of circulation has increased from 17 in 1900 to
19.5 in 1910 and to 22 in 1913. Here again the value of the figures is entirely
in the general tendency they reveal . (See Note A, and footnote, page 879 . )

By comparing the volume of clearings from time to time with the estim-
ated volume of business done an idea may be obtained as to whether the ratio
of exchanges settled on the basis of credit paper is increasing . In the present
instance, the index number of clearings (page 872) may be compared with the
indexes of general business activity given on page 976, in which general eco-
nomic activities in Canada are analyzed . It will be seen that the latter numbers
numbers average lower, from which it may be inferred that the use of credit
documents in effecting exchanges is on the increase, though the measurement
of the phenomenon is of the roughest .

Summary .

We may sum up as to the quantity of money in Canada since 1900 : The
currency has increased in volume by well on to 21/Z times and the amount of
credit paper in circulation by nearly 5 times . Both together (takir>'g into
account the great preponderance of credit documents as the medium of ex-
change) have increased about 41/2 times. The rapidity of circulation of both
curTency and credit paper has materially increased. Altogether an efficiencY
of the circulating medium probably five or six times greater than in 1900 is
indicated .

To complete the "equation of exchange" data as to the volume of trans-
actions which the media have had to effect are required . The only attempt in
this direction made in the present memorandum is represented in a table of
index numbers of production and distribution activities already referred to
which appear in the next section (page 976) . It is too general in character to

relate closely to the above.
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NOTE A.--STATISTICAL EXAMINATION OF THE QUANTITY THEORY .

As remarked in Chapter I (page 755 and note) the quantity theory of money must rest in
the main on principles arrived at a priori. The most perfect type of science is, however, the
consilience between deductive reasoning and verificatory observation . An interesting attempt
to demonstrate the "equation of exchange" statistically has been made by Irving Fisher
(Purchasing Power of Money, Chap. XII, and subsequent series of articles in the A7"rican
Economic Review, perfecting a method first employed by Professor Kemmerer in Money and
Prices) who has estimated its several magnitudes in the United States from year to year since
1896. His method is briefly as followsr (1) The amount of mopey in circulation is derived
from the estimates of the Mint and of the Comptroller of the Currency. It includes all money
(coin and paper) in use for commercial purposes ; it therefore excludes money in the United
States Treasury and in bank reserves, the former as a hoard which is not adjusted to needs
of payment, and the latter as used for banking operations . (2) The estimate of individual
deposits subject to cbeque is based on returns of the Comptroller of the Currency, amplified
by data obtained from the National Monetary Commission . It excludes deposits in savings
banks, exchanges for clearing houses, and certain minor amounts . (3) The velocity of circu-
lation of money is calculated by a method explained in the Journal di the Royal Statistical
Society for December, 1909. (4) The velocity of circulation of bank deposits is found by
dividing the total cheque circulation by the total bank deposits, the former being deduced
from Professor Kinley's investigations (see Note C), the Monetary Commission's data of
1909, and bank clearings for intermediate years . (5) Finally the volume of trade is measured
by taking fortÿ-four articles of internal commerce, twenty-tbree articles of import, and
twenty-five of export, sales of stocks, railroad freight carried, and the number of letters
through the Post Office. The following table shows the results :-

THE EQUATION OF EXCHANGE FOR THE UNITED STATES, 1896-1913 .

YEAR. Money in circulatio n
in Billions .

Deposits subject to
cheque in Billions .

Velocity of
circulation of

depoaista .

Velocity of
circulation of

money.

Estimated volume of
Trade in Billions at

1909 pricea .•

1896 . . . . . . .88 2.71 36 .6 18 .8 19 1
1a97 .,,,,, .90 2 .88 39 .4 19 .9 21 5

1898 . . . . . . .97 3 .22 40 .6 20 .2 23 7

1899 .,,,,, 1 .03 3,88 42 .0 21 .5 259

1900 . . . . . . 1 .18 4 .44 40 .1 20 .4 25 3

1901 . . . . . . 1 .22 5 .13 40 .6 21 .8 29 1
1902 . . . . . . 1 .25 5 .40 40 .5 21 .6 28 7
1903, . .,, . 1 .39 5 .73 39 .7 20 .9 31 0
1904 . . . . . . 1 .36 7 .77 39 .6 20 .4 31 0
1905 . : . . . . 1 .45 6 .54 42 .7 21 .6 355
19f16 . . . . . . 1 .58 6 .81 46 .3 21 .5 375
1907 . . . . . . 1 .63 7 .13 45 .3 21 .3 3M

1908 . . . . . . 1 .62 6 .54 45 .0 19 .7 36 1

1909 .,,,, . 1 .61 6 .68 52 .8 - 21 .1 387
1910 . . . . . . 1 .64 7 .23 53 . 21 . 399

1911 . . . . . . 1 .64 7 .78 50 . 21 . 413

1912 . . . . . . 1 .71 8 .17 53 .4 22 . 450

1913 . . . . . . 1 .78 8 .15 54 . 21 . 455

*The final figu res are so adjusted that the figures for 1909 shall be 399 ; namely, the actual money value of trans-
actions in that year used on the other side of the equation .
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Certain magnitudes derived from the above follow :=

sAs.
Money

Expenditure

(Billions.)

Cheque
Expenditure.

(Billions .)

Total
Expenditure .

(Bi)lione.)

Money
Ezpenditure

an
percentage

of
total,

Cheque
expenditure

a s
percentage

o f
total,

Depoaita
relative

to
money

Virtual
Velocit y
of Mone y

including
money

in banks.

1896 . . . . . . . . . . . 16 99 115 14 86 3 .1 80
1897 . . . . . . . . . . . 18 112 130 14 86 3.2 84
1898 . . . . . . . . . . . 20 131 150 13 87 3.3 S9
1899 . . . . . . . . . . . 22 163 185 12 88 3.8 103
1900 . . . . . . . . . . . 24 ' 170 194 12 88 3.6 9 9
1901 . . . . . . . . . . . 27 208 235 11 89 4 .2 11 4
1902 . . . . . . . . . . . 27 219 246 11 89 4 .3 11 5
1903 . . . . . . . . . . . 29 227 256 11 89 4 .1 11 3
1904 . . . . . . . . . . . 28 228 256 11 89 4 .2 107
1905 . . . . . . . . . . . 31 279 311 10 90 4 .5 125
1906 . . . . . . . . . . . 34 315 349 10 90 4.3 132
1907 . . . . . . . . . . . 35 323 358 10 90 4 .4 129
1908 . . . . . . . . . . . 32 294 326 10 90 4.0 107
1909 . . . . . . . . . . . 34 353 387 9 91 4.1 124
1910 . . . . . . . . . . . 34 381 415 8 92 4.4 134
1911 . . . . . . . . . . . 34 388 422 8 92 4.7 13 1
1912 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1913 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . .l. . . . . . . . . . . . . . . .

Calculating prices from the first table above, the index numbers in the first column below
are obtained, those of the second column being the actual index number of wholesale prices
of the Department of Commerce and Labour, with which is combined an index number of
. wages and an index number of security prices :-

INDEX NUMBERS OF PRICES.

YUAN.

1896 . . . . . . . . . . . . . . .
1897. . . . . . . . . . . . . . .
1898 . . . . . . . . . \ . . . .
1899 . . . . . . . . . . . . . . .
1900. . . . . . . . . . . . . . .
1901 . . . . . . . . . . . . . . .
1902 . . . . . . . . . . . . . . .
1903 . . . . . . . . . . . .
1904 . . . . . . . . . . . . . . .
1905 . . . . . . . . . . . . . . .
1906 . . . . . . . . . . . . . . .
1907 . . . . . . . . . . . . . . .
1908 . . . . . . . . . . . . . . .
1909 . . . . . . . . . . . . . . .

(1)

54
52
58
89

68
78
82
75

si
83
90
86
87

100

(2 )

63
64
68
74
80
84

89
87
85
91
97
97
92

100

It will be seen that the two sets of figures agree closely (the exact degree of correla-
tion in stated at 57 per cent), an agreement which is held to establish the soundness of the
principles enunciated in the "equation of exchange." Profesnor Fisher comments : "T6ese
figures show that money in circulation has nearly doubled in thirteen years ; that its velocitv
of circulation has increased only 10 per cent ; that the deposit currency has nearly tripled and
its velocity of circulation has increased 50 per cent ; that the volume of trade has doubled ;
and that prices have risen two-thirds. . . . .
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" With these data we are able to form a fairly correct statistical picture of the circu-
latory system in the United States . According to the records of 1909, the money in actual
circulation is 1 .6 bil lions of dollars or $18 per capita ( much less than the official figure given _
for circulation, $35) ; its velocity of circulation is twenty-one times a year ; the deposit cur-
rency is 6.7 bi ll ions or $74 per capita-fourfold that of money ; its velocity of circulation, 53
times a year-two and a half times that of money ; the total circulation of, or payments by,
money, 34 billions a year ; the circulation of deposits subject to cheque or payments by cheque,
353 billions-ten times as much or nearly a billion a day. This makes a grand total for busi-
ness done at present prices of 387 bil lions, or more than a bill ion a day. The size of this
aggregate will probably astonish most readers. In the absen ce of actual statistics we have
heretofore little realized the colossal proportions of our trade . Probably few persons outside
of statisticians would have imagined that our import and expo rt trade, which has filled so
large a place in our poli tical vision, sinks into utter insigni ficance as compared with the
internal trade of the country. The total exports and imports amount only to a paltry 3
billions as compared with a total national trade of 387 bil lions. . . .

" The most noteworthy year represented is the crisis year, 1907, in which deposits reached
a maaimum,-their velocity of circulation having reached a maximum in the previous year .
The last two years, 1909 and 1910, are also noteworthy because in those years the velocity of
circulation of bank deposits has been unpre cedentedly high. This high velocity means that the
average man in the United States is now keeping an extremely sma ll bank balance relatively
to the large expenditures he is making ; that is, he is leaning toward a spendthrift policy. "

Professor Fisher has also made "rough estimates" of the percentage rate of increase
of the six magnitudes in the equation of exchange for the four countries of chief interest to
the United States,* together with certain derivative magnitudes :-

kecent Percentage Rates of Growth
per annum of-

-Money . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Depoaite . . . . . . . . . . . . . . . . . . . . . . . . . . .
Velocity of money . . . . . . . . . . . . . . . . . . . . .
Activity of deposits . . . . . . . . . . . . . . . . . . .
Price level . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Volume of trade . . . . . . . . . . . . . . . . . . . . . .
Money expenditurea . . . . . . . . . . . . . . . . . .
Check expendituree . . . . . . . . . . . . . . . . . . .
Totaiexpenditures . . . . . . . . . . . . . . . . . . . .
Total value of goods bouQht . . . . . . . . . . . .

Canada . *

9
12

~
-1

2
7
934

1 1
11
9

Great Britain .

34
334
0
15ÿ
ly4
3+
ii
5

Germany . France.

The following comment is added : "We see that the money in circulation is increasing
with great rapidity in Canada (9 per cent per annum) and only slightly in the other countries
in the table, that deposits subject to check are increasing with greatest rapidity in Canada
and Germany and least in Great Britain, that the volume of trade is increasing twice as fast
in Canada and Germany as in Great Britain and France, and that the price level is increasing
about 2 per cent per annum in all countries . "

'Profeseor Fisher has kindly furnished the following explanation as to the sources from which the
information for Canada is taken : The quantities of money were obtained from the reports of the Comp-
troiler of the Currency of the United States for 1897, 1904 and 1911 . For the velocity of the circulation
of money a rate of one-halt of one per cent was asaumed as a"safe minimum," the rate calculated for the
United States being seven-tenths of one per cent . The data for depoaits was secured from Webb's "New
Dictionary of Statistics" and Conrad's "Handworterbnch :" The velocity of circulation of bank deposits
wea baaed on atatiatics of bank clearings : the annual rate of increaee of bank clearings was, estimated
by Professor Fisher at eleven per cent ; as depoaite were increasing at the rate of twelve per cent the
conclusion was reached that the velocity of circulation had decreased one per cent per annum . Professor
Ftisber, however, thinks the eleven and twelve per cent estimates above mentioned are probably inaccnrate
tnd that the velocity should be positive. But see data in Chapter IV on these pointa .
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An estimate of still wider purview is contained in the following :

Recent Percentage Rates of Growth,
per annum of :

Money in country (1) . . . . . . . . . . . . . . . . . .
Bank deposists (2) . . . . . . . . . . . . . . . . . . . .
Money . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Velocity of money . . . . . . . . . . . . . . . . . . . . .
Activity of deposits . . . . . . . . . . . . . . . . . . . .
Price level . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Volume of trade . . . . . . . . . . . . . . . . . . . . . .
Money expenditures . . . . . . . . . : . . . . . . . . .
Check eapenditures . . . . . : . . . . . . . . . . . . .
Total expenditures . . . . . . . . . . . . . . . . . . . .

Total values bought . . . . . . . . . . . . . . . . . . .

English
Speaking.

4.8
26 . 0
3 .5
8

35
0
2y§
5
4

8
734
73§

Continental
Europe an d
Japan .

6 .2
2 .9
2
8
0
1
2
6
2
9
4-6

8

Other

count ries .
All gold
,tandard

countries.

14 .7
29 . 2
2A
8

34
0
2

5A
3
8.
7
734

(1) In billions of dollars.
(2) Incomplete ; in bilflons of dollars .
(3) In the absence of data for clearings, the rate of growth of check expenditures is taken as equal to the percent-

age growth of deposits .

"The table shows that deposits are increasing far more rapidly than money . This fact
is of great significance, especially in reference to the future trend of prices. The volume of
trade is increasing at rates less in all cases than deposits . In all cases except Canada it is
growing faster than money or than the circulation of money ; but in all cases it is g=owing
more slowly than the total use of circulating media . "

In his Why is the Dollar Shrinking (p. 219) Professor Fishei• addsr "For the gold-
standard world as a whole (comprising now all the important commercial nations except China)
my estimates, as finally adjusted, indicate that : the quantity of money in circulation is increas-
ing at the rate of 21h per cent annually ; its velocity of circulation, % per cent ; deposits,
6 % per cent ; their velocity, 1 % per cent. These four make an increase in the total circulation
of media of exchange of 7 per cent per annum . This is outstripping trade, which is growing
only 4z per cent per annum- In short, then, world prices have been going up 2% per cent
a year because facilities for payment are outstripping the growth of trade by that amount . "

Professor Fisher, of course, admits that to establish the equation of exchange does not
indicate which factors are causes and which effects. This, however, he proceeds to demon-
strate by calculating from the foregoing•figures what the rise in prices would have been if
each one of the factors in turn had been absent. He concludes (writing in 1909) that were
it not for the recent growth o f

(1) Money, prices would have been 45 per cent lower ;
(2) Deposits, prices would have been 23 per cent lower ;
(3) Velocity of money, prices would have been 1 per cent lower ;
(4) Velocity of deposits, prices would have been 28 per cent lower .
(5) Volume of trade, prices would have been 106 per cent higher .

We conclude, therefore, that the growth of the velocity of circulation of money was a
negligible factor in raising prices ; that the relative growth of deposits and their velocity were
large factors ; and that the growth of money was the largest . "

It should be pointed out, however, that Professor Fisher in estimating the effect of
changes in deposits above includes only their increase relatively to money. "The growth of
deposits would have to be regarded as the most important cause if deposits could be consid-
ered as independent of money. "

Professor Fisher predicts• that the upward tendency in prices will continue in the gold
standard world for at least a generation, interrupted every decade or so by , a crisis, like that
of 1907, but at an average rate of two per cent per annum. After a careful forecast of all
the factors involved in the "Equation of Exchange," the following table is ventured :-

'American Economic Review, September, 1913 .
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HYPOTHETICAL FIGURES ILLUSTRATING FUTURE GROWTH.

(Fipures for the absolute site of M, M', and T are in Billions of Dollars.)
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Assumed for 1911 . . . . . . . . . . . . . . . . 12 15 21 50 1 .00 1,000 250 750 1,000 1Y 25

Future rates Pro bable (1) . . . . . . . 2 6 jS 1% 2 4y§
of

growth Conservative (2) . . . 13t 5 0 1 0 5

2esults in ( Probable ( 1) . . . . . . . 16 36 23 62 1 .34 1,940 370 2.230 2,600 2Y4 1 4
15

years. Conservative (2) . . . . 15 31 21 58 1 .02 2,080 1 315 1,800 2,115 2

I

1 5

(1) By "probable" is meant : "In can all flve price-determining factors grow as recent expe rience and present
prospects indicate to be most probable .

(2) By "conservative" is meant : "In case ail p ri ce-raising factors (M, M', V, V') grow aeslowlyascould reason-
ably be assumed and the price-restraining factor (T) grows as fast as could reasonably be assun.ed."

(3) Relatively to money in circulation .
(4) As percentage of total e:pendituree.

The comment is added :
"Humanly speaking, I believe it is certain that prices will not show a downward trend in

the next fifteen years. There seems to me to be less than an even chance that any one of the
five factors should be as extreme as supposed in the 'conservative' ease . Much less is it likely
that they all should be . But even if there were an even chance (i .e ., a chance of Y2) that each
of these factors, taken by itself, should deviate from the 'probable' as much as indicated in
the 'conservative' case, the chance that all five should do so at the same time would be ex-
tremely small, viz ., (1)6 or one chance in 32. The true chance is probably considerably less
than this . On the basis of the theory of probability, I am inclined to believe that the chance
that prices will not, in general, rise during the next fifteen years is less than one in one
hundred . "

An outgrowth of Professor Fisher 'a investigation is his advocacy of a plan to regulate
prices by means of varying the amount of gold in the medium of exchange, to which reference
is made in the next following note.

NOTE B .-CONTROL OF PRICES BY CURRENCY DEVICES . .

Devices put forward for controlling prices by means of the currency have been many .
Bi-metallism, or the "double standard," is the only one that has secured political support .
Polymetallism or joint-metallism and symmetallism are variations-the latter a suggestion of
Marshall for coining two or more metals in "linked bars," the value of the coin to be the
sum of the values of its constituents and less liable therefore to change than that of a single
metal . (Third Report of Royal Commission on the Depression of Trade, 1888, p. 424) . An-
other plan, first suggested by Joseph Lowe in 1822, and enlarged by Scrope and Porter, is the
"tabular or multiple standard," whereby deferred payments are adjusted to the value of a
composite unit made up of a large number of important commodities . (Jevons, Mone•y and
the Mechnnism of Ezchange, Chap . XXV) . The British Association in 1890 proposed an Act
of Parliament permitting contracts to be expressed in terms of a"tabiilar standard ." (Re-
port, 1890, p . 448) .
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Recently a suggestion of Professor Irving Fisher for the institution of a"compensated"
dollar has been widely discussed and throws an interesting light on the subject-matter of the

present section. Briefly, the proposal is to increase or to vary periodically, according to the
fluctuations of an index number of prices, the weight of the bullion basis of the dollar, so as
to compensate for changes in the purchasing power of gold . When the index number goes up,
a sufficient weight would be added to the gold dollar as defined by law to restore the

balance. The plan is founded, therefore, on the tabular or multiple standard, seeing
that the fluctuations of a large number of articles form the basis of the proposed action.

The mechanism suggested for varying the bullion dollar involves the restoration of the
ancient custom of charging a"seigniorage" on gold coinage. At present coinage is free : a
miner taking gold to the mint receives back coined dollars of exactly the same aggregate
weight. Under the proposed plan he would receive a proportionally smaller weight (or gold
certificates representing a smaller weight) when prices had risen, the difference being charged
as "seigniorage." The coined gold dollar would remain unchanged (25.8 grains), but would be

virtually token currency, the real or bullion dollar being variable . In the case of a serious fall
in prices the gold coinage would have to be withdrawn (to prevent it being melted into bullion)
and either recoined or its place supplied by gold certificates . The imposition of a charge for

minting, ("brassage")* to exceed any shift in the weight at .any one time of the bullion

dollar, would protect the Government from speculation in gold . The plan would require to be

international to avoid demoralizing the exchanges. It is added that the suggestion is not
dependent on the acceptance of the quantity theory and that it is not intended to take the
place of economies in the production and distribution of goods. (See Irving Fisher, Pur-

chasing Power of Moh.ey, Chap . XIII, amplified in the Econ omic Journal, December, 1912,

and in the Quarterly Journal of Economics, February, 1913. See also the American Economic

Beview, Supplement, Vol. III, No. 1, March, 1913 .) ,

On the whole, currency remedies for economic evils have found scant favour among econo-
mists . "Currency," says Jevons (Preface to Money and the Mechanism of Exchange), "is
to the science of economy what the squaring of the circle is to geometry, or perpetual motion
to mechanics ." Taussig's criticism of Fisher may be quoted (Quarterly Journal of Econo-
mics, XXVII, p. 407) : "So long as the modern mechanism of credit continues to be used,
fluctuations in prices seem inevitable . . . Commercial crises would not be prevented, nor in
my judgment appreciably abated. . . . This would simply serve, at its best, to keep general
prices where they are, leaving each particular group of commodities subject to its own par-
tienlar set of causes." (Quarterly Journal of Economics, May 1913 . )

NOTE C .-INVESTIGATIONS INTO THE RELATIVE USE OF CREDIT;
% INSTRUMENTS . 4

United Singdom.-In 1857, in the report of a committee of the House of Commans to
investigate the crisis of that year, the statement of a well-known banking bouse showed that
the proportions in which £1,000,000 of receipts and expenditures were made in money and
credit instruments were : Gold and silver coin, 3 per cent ; credit instruments, 90 per cent ;
Bank of England notes, 7 per cent .

In a paper read by Chas. Babbage, Esq., before the Royal Statistical Society in 1855,
an analysis of clearing house statistics was made for the purpose of determining the propor-
tion of payments in bank notes. The proportion was found to be from 5 .49 to 8 .45 aecording
to the volume of the clearings. The larger the clearings the smaller the percentage of bank
notes used . "

In 1865, Sir John Lubbock, in a paper before the Royal Statistical Society, gave the fol-
lowing classification of £19,000,000 paid in by London customers of his bank :-

Cheques and bills . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . !P per eent .

Bank notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 per cent.

Country notes . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 per sent .

Coin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . G per cent.

•'Braess6e" is the actasi expense of coining a metal ; •seisniorage" Is the ditfereaa between the

marked value of the metal and the face values of the coins .

J 9ee Hemmerer, Money and Priea, Part II, Chap. III ; Kinley, Report on the Use of Credit fost+a-

rnewte in Payment s in the United 8tateu, National Monetary Commission of the United States, 1910 ; from

which thesa notes are collated. See also Note 7 to Chapter I .
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. An inquiry in 1873 by Sir R.. H. Inglis Palgrave, based on figures supp li ed by the general
manager of a large bank at Manchester, England, showed that cash payments were about 53
per sent of the total turn-over of the bank in 1859, about 42 per cent in 1864, and 32 per
cent ia 1872, a gradual increase in the proportion of credit paper being observed .

An inquiry by John Biddulph Martin, banker, in 1880, based on receipts in his own
bank for six working days in each month of 1878-79 yielded the following results :-

Receipts.

Bille sad eLeeks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Coia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Per cent.

96 . 5

2 . 6

.9 1 . 0

A more extended inquiry by G. H. Pownall, Esquire, in 1864, showed that in the country
banks of 261 places nearly 73 per cent of the deposits on a certain day were in cheques and
bills, 12 per cent in gold and 10 per cent in Bank of England notes . The use of cheques was
relatively great in agricultural places and of coin in metropolitan areas .

On the above English investigations Kinley points out that the number of banks covered
was small and that they were generally of a non-representative character . The conclusions
can scarcely be regarded as statistical.

United States.-Investigations on the subject were made through the Comptroller of the
Currency of the United States in the years 1871, 1881, 1890, 1892, 1894, 1896 and 1910 . The
results ia condensed form of the first four of these are thrown together in the following
table:-

PER CENT OF MONEY AND OF CHEQUES IN RECEIPTS OF NATIOr AT. BANKS IN UNITED STATES
AT SPECIFIED DATES.

187 1

, Ciaracter of Receipte.

Gold . . . . . . . . . . . . . . . . . . . . . . . .
:

. . . . . . . . . .
Silver . . . . . . . . . . . . . . . . . . . . . .
Paper . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . .

Clearing houee certificatea . . . . . . . . . . . . . . . . .
Totalaooney . . . . . . . . . . . . . . . . . . . . . . . . . . .
Checks, drafts .ete . . . . . . . . . . . . . . . . . . . . .
I ' xchanaea for clearing house . . . . . .

.

. . . . . . . .
Miecellaneona . . . . . . . . . . . . . . . . . . . . . . . .
Total sabrtitutes . . . . . . . . . . . . . . . . . . . . . .

52
National
Banks.

Per cent.

12 .30

87 .7

June 30 .
1966

National
Banks .

Per cent.

0.65
0 .16
4 .06
3 .36
8 .23

91 .77

1881

Sept. 17 .
2132

National
Banks .

Per cent .

1890

July 1 .
3364

National
Bank e .

Per cent.

Sept. 17 .
347 4

National
Banks .

Per cent .

0.P9
0.32
6.29

1 .04

8 .54
44 .90
46 . 06

.50
91 .46

Payments .

Per cent.

96 . 9

2 . 1

1 .13
0 .43

7 .40

0 .74
9 .70

51 .58
38 .68

.04
90.30

189 2

Sept . 15 .
3473

National
Banks .

Per cent .

0

. 99
0.41
8.10
0 .81
10 .20
46 .79
42 .R:3
0 .1 N

89.80
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The investigation of 1894 was limited to the deposits of retail dealers alone with a view-
to testing whether retail trade was not conducted by the use of money to a greater extent
than wholesale . The inquiry shows that 59 per cent of the payments was in cheques and 41
per cent in various kinds of money. The returns, however, were considered meagre.

The investigations of 1896 and 1910 were much more extensive than the previous ones
and were conducted under the supervision of Professor David Kinley . The results are tabu-
lated herewith :-

A14OUNTS AND PROPORTIONS OF MONEY AND CHEQUES IN CERTAIN CLASSES OF BANK

' DEPOSITS FOR SETTLING DAY NEAREST JULY 1, 1896 .

Class of Deposits .

Total deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total wholesale deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . .Amount of money in wholesale deposits . . . . . . . . . . . . .
Amount of cheques in wholesale deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Total retail deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Amount of money in retail deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .Amount of cheques in retail deposits . . . . . . . . . .
Total other deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Amount of money in other deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Amount of cheques in other deposits . . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Percentage, money in total deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Percentage, cheques in total deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . .
Percentage, money in wholesale deposits . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . .
Percentage, cheques in wholesale deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Percentage, money in retaildeposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Percentage,cheques in retaildeposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Percentage, money in other deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Percentage, cheques in other deposits . . . . . . . . . . . . . . . . . .c . . . . . . . . . . . . . . . . . . . .

National
Banks .
(3474 )

250,408
56,450
2,474
53,976
20,81 4

6,678
14,136

169,51 1
7,094

162,417
6 . 5

93 .4
4 .4

95 .6
32 .1
67 . 9
4 .1

95 .8 •

Other
Banks.
(2056)

52,419
6,63 4

474
6,160
5,720
1,853
3,86 7

35,457
2,851

32,606 '
11 .9
88 .1
7 . 2

92.8
32 .4
67 . 6
8 .1

91 .9

All
Banks .
(5530)

302,936
63,088
2,949

60.140
26,53 7

8 .531
18,006

205,02 7
9,947

195,081
7 . 4
92 .5
4 .7
95 .3
32 .3
67 . 4
4 .7

"95 . 1

The table shows that of the different classes of deposits, the proportions which were in
the form of credit instruments were as follows : for deposits of wholesale merchants 95 .3 per
cent, for deposits of retail merchants 67 .4 per cent, and for deposits of all others 95 .1 per
cent. The per cent for wholesale transactions Kinley believes to be representative for the
country as a whole, and therefore to demand no modification . The per cent for retail transac-
tions be does mot believe to be representative, the chief reasons being that they include `pay
cheques' which the merchants have cashed; credit paper received in the course of regular

trade ; some received in other than the course of regular business, such as rent, pension cheques,
interest coupons, funds held for other people or for organizations, etc . ; and cheques paying
for purchases extending over the usual period of credit ; again, because the total deposits for
the country are greater than the probable expenditure in retail purchases for a day.

Allowing for these courses of error Kinley concludes that 55 is substantially accurate as
the percentage of retail transactions effected by credit instruments .

Allowing for discrepancies in the figures as reported, and weighting the different classes
of deposits according to their respective importance, Kinley concludes that " 75 per cent is a
fair estimate of the amount of business transactions of all kinds done with credit instruments ."
This percentage be refers to as a "sure minimum" for credit instruments . Kemmerer, how-
ever, regards the percentage as a'`fair maximum" rather than a "sure minimum."




