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Fror ahnost three years, Great Britain has borne the
heaviest part of the financial burden of the war for herseif,
fo~r her allies, and for the Dominions. There is a sub-
stantial trade balance against her in the United States
bev-ause of ber large war purchases therc. She 'must, at
this tirne, resort te borrowing funds in the countries in
which she is making her war purchases.

Changes la Pinanclal Markets

When the war first broke out, Great Britain agreed te
aclvance Canada £2,00o,cSo monthly for the financing of
its share of the war. This continued for nearly a year
when the Domnion was able to finance ail its war ex-
penditures ini Canada. Britaîn arranged in the fail of
1916 te boan £3o,oo0,Oow for war purposes, to be drawn
upon as necessary. Since then, the Imperial governaient
lias made advances te finance our war'expenditures in
England and at the front. 'The Canadian governiment lias
,established credits f rom time te time for British war pur-
,chases here. Up) te October 3 1st Iast we had advanced*
to Great Britaîn $4o3,ooo,ooo and the Imperial govern-
ment had advanced te us 8378,584,160. 0f this we repaid
$zo7,612,029 ln dollar bonds, leaving net advances to us

Of $270,972,13o. The net amounit in our favor, there-
fore, was $132,027,869-

1 Since the war commenced, our financial requirements
and markets have undergone rapîd changes. The British
people had invested in Canada prier te the war nearly
$3,OOOO,OOo, the greater part in our securities. Upon
the foundation of British capital, the Dominion of Canada
was built. When the war cornmenced and London was
clos-cd te our borrowing for ordinary purposes, we turned
te New York. In i916, of eur total bond issues of
$317,000,000 the United States purchased nearly 65 per
cent. Previously Britain had purchased frOmx 50 te 80
per cent. cf ail thte bonds we offered each year. In i9x5,
the United States purchased over 42 pér cent. of Our total
bond issues aggregating nearly $342,000,000. Last year,
the New York market was open to us only until April,
when the United States entered the war. By special con-
sent of tht United States Treasury, the Dominion goveta-
ment ebtained in July from New York bankers a two-year
loan of $îoo,ooo,ooo. During the remainder of the year,
we were compelled te curtail ordinary expenditures and
to fidfince at home.

Increaslng Invostment Power

Thetexperience has demonstrated the increasing invest-
ment power of the country. With the subscription of over
$8oo,ooo,ooo of war loans in two years, the iuterest pay-
ments to Canadians on these issues abant will exceed
$4o,ooq,ooo annually. In 1915, for the flrst time, Cana-
dian investors purcbased a substantial proportion of the
Domiaion's bond issues, namely, 44 per cent. In 1916,
the figure was 34 per cent. aind bast year considerably
bigher again.

As the war continues, the more will its business, and
finance occupy our attention. By October last, war Jeans
had the right-of-way in Canada, the Unýited States and
Great Britain. Little attention was paid te other borrow-

in.The United States bas loaned eut of Libert~y Loan
funds, to Britain and the Allies over $3,893,o0o,o00 since
it entere4 the war. No advances were made to the Do-
minion in tha~t way, altbough* ' s previouMly noted, we
weqre abl te orrow $iooooQo froni New York bankers

A certain amount cf borrowing by Canada in the
«United States is necessary in order that tht balance of
trade between the twe couatries may be reduced and -ex,.
change in New York made normal. The unfavorable
trade balance is indicated by the fact that in the last fiscal
year Canada boug-ht from the United States for dormestic
consumption goods to the value of $654,oo0,0oo as
against $29o,ooo,ooo purchased by the United States f roKm
Canada. At the close of the present fiscal year the
balance in favor of tht United States will be evea more
marked. Tht situation can bc remedied by loans iii the
United States. Canada',s crtdit bas been niaintaiaed
throughout tht war. Althougb a borrowing country when
the war broke out, such bas been the patriotism of the
people and the largely increastd value of production, that
the Dominion bas been able te demonstrate its leading
power in a remarkable way.

Tht $ioo,ooo,ooo, ban ia New York in tht sumnier
was arranged after a conf&rence witb the United States
Trcasury Secretary McAdco. Realizing the desirability of
Canada establishing credits in the United States te meet
adverse balances, he at the same time stated that the
United States woul "d "have te keep control over eur <>wn
situation by determining cach forcign offering on its own
merits and with reference to the financial conditions pre-
vaibing at the time2'- Mr. McAdoo added it was importa-nt
"1that our commercial anid financial relations with Can~ada
shall bc conserved in every reasonable way."Th
$ ooooo transaction was intended for that purpose.
Canada bas flot obtait advances from tht United States
through Liberty Lo--an funds, but we rmay tal<e it for
granted that should such a request bevome nece$sary and
be made during thée current year or later, the Unitedi
States goverinent will rt-spornd in view of the wa,
financing we have dont already and propose te do. At
the .am time, evtry effort mnust bc made te conserve
resources here, se that we may f uIly subs<,ibe our own
wa-r boans.

Govenmnt's Taxation policy

Thte f th prseconscription of wealth" last
year caused a certain untasines among those whoe
savings cnstitute a vktal factor ia the business and in-
dustrial life cf the Dominion and are se essential te tht
credit and prOsperitY upon whicb eut efforts ia the con-
tinued prosecution of tht war mnust largely depend. Sir
Thma WThitc finance uninister, stated last year on be-
half of the government that 'there neeci euist ne appre..
hension on tht part of tht public that any action of a
detrim-ental character wiil at any tm be taken with re-
spect Ito tht ýsavings of the Canadian public. On the on
trary, it will be the POlIcy Of the gOvrnen in the future,
as in tht past, to encourage in every way possible the
exercisc of the thrift and ecouomy resltng in national
savîngs which have tnabbed Canada te min tain ber credit
and improve ber eSomic position during the war.

Any taxation te which ît may bc ecessy for thge
goverrament te resort from tinie te tume will be ia accord-.
ance witb legitimate and tstablished formý of taxation
sanctiontd by tht tradition and txperience of British self-
goverairig communiatits. Last ytar saw the introuiont
cf a federal iflomlU taX which cannet be d-escrdi as
oetrous. Tht goverflmtnt is bearing in mincI that Canadla

La counitry inviting immrig'ration and i3 ne lklyt b.
corne a country of beavY individuai taxation. Tnue Do-
minion 's settled policy is that in Providing its war expenfi-
turc. resort will net be bad te taxation unaxn tl C---
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