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FOREIGN EXCHIANGE FLUCTUATIONS

tern Canada May Lose $6i,000,000 on Crop as Resuit

of Low Exchange, But Higher Crop Prices
Wiil Compçnsate

'lie foreigu exchange chart, which The Mlonetary Times
le to include in' the current issue, was prepared by Myr.

Appleby and Mr. WV. J. Little, of the foreign exchange
-tment of the Union Bank of Canada, Toronto. It is
-ight by those gentlemen, and reflects great credit
their efforts, the chart being one of tht most valuable

published. I-t shows the course of foreigu exchange
JulY îst, 1914, a month prior teo the outbreak of vvar,

ne 3otli, i915. Tht violent fluctuations in international
ýnge may' e seen at a glance. WVhen wars alarms were
1fiîst 'it the end of July, it made a rapid tise. From

st 3rd to August 6th, îgx4, there was ain extended bank
iv i~n London, and as August ist and 2nd fell on
day and Snnday, for al] practical purposes' they may
zluded. Consequeutly, there was no trading from

st it to Augiust 6th, inclusive. From Augvst 7th to
13th, inclusive, ouily siuall amouits were transacted,
it fluctuations in' thc rate occurring between echd sale

instruction to PaY 1 10.6433 grains of gold in New York is
exchangeable for the London 'bank's instruction to pay li 3.-
ooi grains of gold in London. In terms of Amnerican cur-
rency sterling is under those circumstances at a discou nt
of 2.08 per cent,- and o-onversely in termns of the British
currency the dollar is at a prexium of 2.13 p-er cent. If
both orders to pay exchange for each other on a par, that
is, for equal amounts of g-old, a London cheque for jîi would
buy an Amnerican cheque for $4.8665, since one pound ster-
ling contains as much gold as 4.8663 gold dollars do (ii3.001
<divided by 23.22=4.8665). For this reason $4.8665 is called
the par of exchange between sterling and the Amnerican
dollar.
HOre is an Illustration~.

To take a concrete illustration, suppose an Arnerican
cottoxn exporter seils to a B3ritish merchant a cargo of
cotton and is paid by a cheque on a London bank for £L'o,-
ooo. Hie, therefore, receives the bank's authority to pay,
1,130,010 grains of gold in London. As lie naturally <lesires
to convert or exchange the London funds for American cur-
rency, lie seils the sterling cheque at the rate -of $4-7G5ý
in the pound sterling, and receives a cheque on a New York
bank for $47,650, or its authority to pay i,io6,433 grains of
gold. Ht, therefore, loses on the exchange the <lifference of
23,577 grains, or 2.08 per cent. On the other iand, if in
accordance ý itb the terms of sale the American exporter
is paid in' American cur'oecy, the British merchant is comn-
pelled to obtain with his London baaik's promise to pay
1,130,010 L-rains of gold a New York bank's promise to pay
iT&I.ýAqQ vr;iin- nf the. mePtal- Hf-- therebv suffers the loss

rican importer
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draft, because
oiild give him
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