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our exports to the United Kingdom has been made on credit
and not cash, in consequence of which we were not able to
use this favorable balance to compensate for our unfavor-
able balance in the United States.

The world exchange situation is also a factor in our
present situation and may prove more and more difficult to
surmount as the pound sterling, the franc and the lire depre-
ciate in terms of the American dollar. At the signing of
the armistice history can furnish few instances where one
country so dominated the world from an economie point of
view as does the United States at this time. Not only was
the United States filled with goods but that country pos-
sessed the greatest stock of gold that was ever drawn
together in one country and had extended financial credits
on a scale with which Great Britain could offer only a sin-
gle comparison. During the war the necessity for financial
co-operation and unity was such that international financial
transactions were fixed on a determined basis, but with the
signing of the armistice or shortly thereafter, the removal
of war measures resulted in an open market with only
financial considerations holding sway. Great Britain from
the first decided to let the exchange market take care of
itself. If the people of Britain wish to purchase American
goods they must do so on the prevailing basis without sub-
ject to governmental interference. France sought to main-
tain the price of the franc in terms of the American dollar
and for a time succeeded in maintaining its value, not far
removed from the price pegged during the war, but the
weight of international transactions was such "that the
French government was compelled to remove all obstrue-
tions, and in consequence the franc has continued to
decline. The Italian exchange situation is the same as the
French situation, except that it is more aggravated, and
similarly with regard to the German mark, with even more
exaggerated conditions obtaining with the Austrian krone.

On the other hand, the American dollar is at a discount
in China, Chile, Argentine and sometimes Sweden and Spain
but in these instances, due to the small amount of trade in
comparison with Great Britain and Canada the discount has
not proved a serious obstacle. The attitude of the United
States government is that with the cessation of hostilities
government aid ean no longer be extended, and in conse-
quence, if the situation is to be remedied, it must be rem-
edied by private initiative and operation. Because of the
unstable international conditions with regard to peace,
private enterprise has not had the opportunity of devising
ways and means in any thorough-going manner of attempt-
ing to solve the exchange situation, and on the other hand,
by reason of the great industrial disputes and labor unset-
tlement, production has decreased in Europe, so that the
exports of commodities cannot assume sufficient proportions
to solve the problem. The position of Great Britain is
vastly superior in this connection to that of France, by rea-
son of the fact that, notwithstanding her severe labor dis-
putes, she is fast getting back to a productive period which
is in large measure filling the domestic demand and leaving
something for her exports. France, on the other hand, had
a very serious crop failure, which involved the necessity for
a huge food import campaign, while at the same time she
was unable to cope with a prompt industrial re-establish-
ment on acecount of the ravages of war.

Not all the difficulties of the exchange situation faces
the merchants of those countries in which the dollar
exchange is at a high premium. If the present situation be
allowed to continue for any prolonged period the position
of the United States exporter becomes more and more diffi-
cult and ultimately becomes an impossibility, whereas
Britain, France, Italy and Germany will become more and
more important factors in the import trade of the United
States as they reach the condition wherein they will have an
exportable surplus. As European production increases the
export situation of the United States becomes increasingly
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