
MARCH 4, 1947 999
The Address-Mr. Adamson

unlikely that we are going to do any -of these
things, although we may be forced into
devaluation; it is unlikely that our exports
to the United States will greatly increase. We
need their coal and oil and we are going to
nced them more and more. But there is one
way in which we could help to meet that
deficit, and that is by increasing our gold
production. Our non-monetary gold exports
in 1946 fell, I believe, to, the low of many years
of 95-8 million dollars. The average for the
period of 1935 to 1939 was $124 million; that
le, the average of the four years prior to, the
war was 35 per cent higlier than the gold
exporte last ycar. In 1941 the maximum gold
production was, $206,000,000, and in 1946 is was
just haif that, $103,000,000.

In our desperate position in relation to
United States exchange, in relation to United
States dollars, I suggest that the first job of
any government should be to see to it that
we increase our gold production to meet this
astounding deficit.

Let us look at the situation in another light.
Canada's reserve of United States dollars in
1945 was 81,500,000,000. In 1946 it was down
to $1,200,000,000. At the beginning of 1947
it was down to betwccn $60,000,000 and
$700,000,000, and at the present rate of dissipa-
tion it will take about six months to exhaust
it entirely. Are we going to wait until we
entirely denude ourselves of United States
funds and become pauperized, or are we going
to act now?

Let me mention another thing in this con-
nection. The very stoppage of Nova Scotia
coal mining is aggravating the situation,
because for every ton of coal produccd there
we have to import a ton from the United
States, further incrcasing the debit balance.
1 wish to quote one sentence from Graham
Towers' report on the Bank of Canada, page
23 of the annual statement for 1946:

Canada cannot continue indefinitelyr to seil on
credit in overseas markets while she is incurring
a substantial cash deficit in lier balance of pay-
ments wjth the United States.

I say that Mr. Towers' "indefinitcly" means
about six months; in that time at the present
rate we shahl be denuded of American
exchange. We may be denudcd by the sum-
mer of this ycar. Can we look upon that with
cquanimity? I say not. We are in very
truth facing bankruptcy if we continue in our
present course.

I corne now to the international monetary
fund. It was liopcd that the fund would pro-
vide a means whcrcby we could stabilize our
exchange. At the present time controlled
çxchangc are for the most part entirely
fictitious, the pound sterling being worth 84.04

and the Frenchi franc one cent or nearly one
cent. That is a fictitious cxchange. It lias
no true value as an exchange rate. The franc
today is selling for probably one-fifth of a
cent, and the .pound sterling, according to the
last quotation I saw, was around 82. Are
we to expeet a liard boilcd Republican con-
gress of the United States to kick billions
into the international monetary fund in view
of these fictitious values of the pound sterling,
the franc and other currencies in terms of
United States dollars? Wc cannot count upon
their doing so.

1 wish now to quote some words from
Camille Gutt, managing director of the inter-
national monetary fund:

I cannot see any purpose in liaving a country
go througli deflation and depression to liold on
to a currency parity wliicli is fundamentally un-
suited to its international economie position.

We saw tliat in the 1930's, wlien depreciation
was used flot merely as -a reniedy for an un-
balanced international position, but also as a
device te export unemployment by depreciating
*a currency below tlie rate warranted by tlie
international economic position of tlie country.
It was what lias been very appropriately called
"a beggar my neiglibour" policy. If we doi) ot
want a repetition of monetary cliaos, we xiust
replace conflicting national policies witli' co-
operation in dealing with international monetary
problems. That is tlie primary purpose of the
fund-to provide a means for consultation and
cooperation.

Under the gold standard, sliort-termn move-
ments of capital were supposed te lielp countries
to tide over difficult periods. Before the first
world war, they were mostly of an equilibrating
character. Durîng the last twenty-five years
wlien we had sucli movements, tliey were quite
often of a disequilibrating ebaracter, what was
called "hot money." Balances shifted f romn one
centre te anotlier for speculative or for political
reaEsons. They could and, in some cases, did
induce inflation or deflation in a country.

That statement was made recently in a
symposium on the international monetary
fund at Columbia university, academy of pol-
itical science. The significant part in it is
what hie says about the gold fund fiowing from
one country to another owing to political
unrest. That is very truc, and it will always
remain truc so long as there exisa political
unrest together with controlled and managcd
currency throughout the world. The only way
in which you will stop this flow from one
country to another, in a politically upset
world, is by establshing and retaining con-
fidence in a country and the availability of
liard exchange. The way in which that can be
donc, and the only way that has ever been
found by which it can be donc, is by establish-
ing convertibility or cxchangeability into gold.

I want to quote one thing more with refer-
ence to the international monctary fund.
This is fromn Professor Jacob Viner, professor


