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found that there was considerable pressure on ‘the exchange
reserves -- our reserves of gold and dollars == as 'people
abroad with short-term funds gambled on our ability to
hold the rate at a fixed figure, When we adopted a free
rate, we eliminated this one-sided gamble ‘on ‘the ‘exchange
rate., The swings in our exchange reserves have thus been
reduced. In this situation, quite minor movements in the
rate for the Canadian dollar have achieved the 'necessary
adjustment; and our exchange reserves ‘have fluctuated less
than they did when we tried to maintain a given rate,

For a country like Canada, with'a quarter of its

income arising from foreign trade, this use of a free rate
Joffers some pretty important advantages., From my point of
view, it has the distinct advantage that it relies 'upon
the 1impersonal and pervasive working of prices rather than
upon direct controls, Direct controls sooner or later
become dis jointed and inequitable. It is better, when"
choosing policies for the long pull to avoid those devices
which are likely to become inequitable and more and more
difficult to administer. I should emphasize, however, that
~the reliance upon the general effects of a free exchange
rate would have been impossible without the restraint upon
inflation secured by balancing our national budget and- by
- the modest debt reduction which we have been able to
~achieve., A free rate is no substitute for 'sound monetary
‘‘and fiscal poliey. ] ’ :

Just a word now about Canadian trade with® the
United States. As I said a moment ago, Cahada is your
best customer and the United States is our best customer.
Really large-scale trade between our two countries has
been going on for so long that we almost take it for
granted. To take a few examples, You in the 'United States
buy 90 per cent of our newsprint exports; 80 per cent of
“our-wood-pulp exports, 60 per cent of our asbestos exports
and half of our non-ferrous metal exports, 'In tusn. Canads
buys from the United States a very large portion”of’itS'
imports of consumers' and producers® manufactured goodss
We import fruit and vegetables from you during certain
seasons and we buy most of our cotton froém your Seuthern
States. Neighbours usually do'a good deal ‘of trading with
gzcg ot?eréhbugithisttiade between Canada and the United
States is e gges wo=way tr n .+ i
‘anywhere in the world. e betw§en g &t

, It is-clear that the trade between our 4 rief
is of great importance to each of us. Wensggi 333 ggggmthan
we sell to all the countries of the British Comiarwewith 8%
of Latin-America and Europe -- more than the totsl Canadis?
exports to all these markets, We buy from you more than W
buy from the other nations of the British Common relth"“
from Latin-America and from Europe, You sell us':g e‘%hhn
you sell the United Kingdom, Mexico Japan and B r1 e
your next four best customers, L oy T

.. Canada almost always has a deficit op i1
o ,

t?a United States. When there was worldw1dencg::bggigility
~~of currency we could readily convert our surplus with othe’
soeountries by selling those foreign currencies ~ had ea,ﬁed,,

and paying our deficit with the resulting d°11:e " gometi?°
of course, we financed our deficit with you by ke ing.
the United States. Very often the aect oI

was the other way around. Individual Canadian busineﬂiién




