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No. 96. Read the following MixuTeE BY THE HONORABLE THE PRESIDENT, dated 24th
January 1862,

In the Act No. 19 of 1861, it is provided among othev things in Clause 9 “that it shall be
< Jawful for the Governor General in Council, from time to time to direct by order to be published
« in the Gazettes of Calcutta, Madras and Bombay, that Notes to an extent to be specified in the
«« Order, not exceeding one-fourth of the total amount of issues represented by Coin and Bullion
«¢ gs herein provided, shall be issued at such Offices or Aygencies as may be named in the Order,
«in exchange for Gold Coin of full weight of the Government of India, or for foreign Gold Coin
¢ or Gold Bullion computed at such rates, and according to such rules and conditions as shall be
« fixed by such Order, and which rates and conditions shall not be altered without six mouths’
« previous notice.”

There is no doubt that this Clause was inserted with a view to the benefit which would be
conferred upon the Banking interests by enabling them to deal ‘more largely in Gold than they
have hitherto been able to do, and upon the Commercial community by affording an opening to
the introduction of that which is now the staple commodity of Australia, whence upwards of 10
millions of Pound Sterling in various forms are exported annually. It would be desirable in my
opinion that a reference should be made to the Governor General in Council, requesting him to
exercise the powers conferred upon him by the above quoted clavse, and to name Madras as the
office of issue where Gold may be received to the amount and under the reservations therein

mentioned. ;
Before however the Government can be in a position to do this, two points must be deter-

mined :
1st.—What shall be the value of the Sovereign, or of a given weight of Standard Gold ?
that is, how many Rupees in Notes shall be paid for each Sovereign deposited ?
9nd.—How can the Government secure itself against loss from any variation in the
relative market value of Gold and Silver?

It may be that after having purchased Gold at a certain rate, the market price of the metal
as compared with the Standard Silver Rupee will fall, and the Government having to purchase
Silver to pay its Notes will lose.

It may be said that the variations in the relative value of Silver and Gold will fluctuate
within certain limits above and below a sort of standard mean, and that the Government if it
adopted that mean, would gain as much on one side as it lost on the other; but the probable effect
of any measure encouraging the import of Gold would probably be to lower its market value,
and Government in exchanging Gold for Silver to pay its Notes would be obliged to do so at

market rates.
I do not myself believe that the loss would be great, if, in the first place, a proper value
were fixed for the Sovereign ; and in the second, if some understanding were come to with the Bank.

It is not necessary that I should attempt to discover the exuct par, at the present price of
Silver, of the Sovereign and the Rupee, or whether it should be taken at 10 Rupees 4 Anuas or
10 Rupees 6 Annas : this can be considered fully hereafter. What I would suggest now is that
a reference should be made to the Directors of the Bank for the purpose of ascertaining their
views as to the measure generally ; with special reference to the two points alluded to, that is,
the value of the Sovereign, and the best mode of securing the Government against loss, should
they be of opinion that the advantage to be gained by the adoption of the liberty given by the
Provision of Clause 9, Act No. 19, is such as to warrant an application to the Government of India.

(Signed) W. T. DENISON.

No. 97. ORDER THFREON, 29th January 1862, No. 75.
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