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actual declaration of war, after which and foll owing the
fewý days of holiday when the banks wvere closed it was
a case of the public wishing to, deposit rather than with-
draw their money. Relief measures had been framed, in-
cluding the general and bill moratorium, the granting to
the banks:, of power to, take out* £i and io/.. notes up to
the extent of 2o pet cent. of their liability on deposits, and
the discounting'of ail pre-moratorium bills at the Bank
of Eng'land, who took such bis under the direct guar-
anitee of the state. It is flot difficult to see that during
the period between August and December of iast year
there were powerful influences at work in the direction of
inflation, and everytbing conspire& to disguise from the
money market the different set of forces which were
likely to operate after the war had proceeded for some
length of time. The slackening of trade and the jar to
the credit system in itself reduced enormously the supply
of bis in the London mnoney market, while the same in-,
fluences added to the supply of credits, which were flnally
increased to an overwhelming extent by the discounting
of bills at the Bank of England whereby probably sonie-
thing like £ioo,ooo,ooo of new money got into the
market. Not only so, but at ttiis time the ease in the
London money market was stiUl further emphasized by

vas earmarked

London, while on the other hand the banks of France and
Russia entered into certain covenants to, send gold ther-e
in some kind of proportion to the advances made. At the
same time the government also began to imnpless upon
the community the necessity for restrîcting ail fresh
capital issues in, so far as they involved money leaving
the country, while still in'ter it was perceived that the
problem of financing imports was one which called for the
selling of American securities held by British holders,
and even for the most drastic economy on the part of
every individual, so that by lessening ail unnecessary im-
ports something might be done to correct the effect of
the inevitable reduction in Great Britain's exports oc-
casioned alike by smaller demands on the part of the
foreign powers and by the diversion of industrial activity
at home to, work directly connected with furnîshing the
government with the munitions of war.

This vital necessîty for economy and the cutting
down of imports was recognized far more promptly by,
Canada than it was in Great Britain, for indeed both in
Canada and the United States the'readiness with which
the people are prepared to adapt themnselves to times of
depression as well as prosperity accounts in no small de-
gree for the remarkable rallying power of those coin-
munities from any temporary setback in n'aterial
prosperity.

In the London money market, although the broad
prînciples of this problem of financing exports was more
or Iess recognized during the first haif of, the curreat
year, sucli recognition was not expressed in discount
rates as it should have been, so that it bas been left for
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