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vt., 7Î* Mvaumg “oimSyU51mtyerest upon «puai previously

ixrsssvio jsiVJSrsraM0».K,“to iLhcaHhe normal course of the trade balance, 

fiïst of a country which invests capital in other lands, and, 
secondly of a country which borrows capital from other 
rounmes Were there no interfering conditions he value of 
countries. » r include the precious metals, imported
*he good5» *•> exactly balance the value of the goods

The term “trade bailancef is generally used for the pur- by a f°untry tiut when a country commences to
pose of indicating the 3*cess [value of a country s exports of exported m exc a K • Unds its exports begin to exceed its 
merchandise over the value of its imports of merchandise or mvest capital in ' by onc coûntry in other lands
the excess value of a coqntryfs imports of merchandise over ° .kat ccmntry is willing to sell goods to other
the,value of its exportsitji merchandise. In monetary circles means that thj. Davme„t in securities of one class or an- 

, the term is employed tti denbte the ability of a country to lands a““ ta . P ' ital investments extend over only one
import supplies of the precious metals. If the rate of ex- other;, of thle Ending country in the year in which
change of one country upon other countries is at the level year the expo „ CCC(j jts imports to the extent of the
which permits-of gold imports, it is said that the balance of . loan "Y‘dc«-hould no additional investments be made, 
trade Urn favor, of the; country importing the goM. On the sum invested .ÿ^ding Country in the following years 
other hand, if the rate pf exchange of any country is at a the imports of ttie s k the extent of the interest or 
level which admits of gold exports, the balance of trade is would the capital invested. As time goes
said to be against the country exporting the gold In the dividends it r«:e PJJ of capitai invested by it in other 
sixteenth, seventeenth; 4nd eighteenth centuries a favorable on, and h , . ]argcr figures, the annual sum
trade balance was a matter of great concern to statesmen lands a“ams_ 1 g tht. capital embarked rises corre- 
,ind to financiers. At that ime it was supposed that apy received as mtere t I balance of exports over imports
country which imported gotfds of greater value than the pond.ngh. ln,t^ls ye,tm(.nt Qf capital becomes smaUer and 
goods it exported wou 4 be seriously injured by having to resulting the the increasing sums received per
make payment in the .jiLciOiis metals for the difference be- smaller m ^ t upon thc capital previously invested
tween the value of the ioodj imported and the value of the t a from th< ,n al ^ums which a lending country re- 
goods exported, and that a iy country which persisted in After a time t e _ ,h addition sums it lends in 
purchasing goods of g ea(tef value than the goods it export- > e ves or -, Dr continued vestment of capital
<d would be totally draided 0 its stock of the precious metals each year, and P exceed its exports. For the clearer 
and would be ruined. u1b|e theory of the supreme importance in other lan s ..... I «et out suppositious statc-
of a balance of expoitkjot rr imports was'known as the understanding of f apitaj an<i the receipt of

Merc , ml* system ’ £i:*L ts cure favorable trade bal-, ments to show how investments o ^ _
ances led to the passage! if h any law s for restricting imports t rest affect the trade bala
and for stimulating eaLdrts As commerce developed and . , That neither lends nor borrows capita .
international banking Uvii iced it was recognized that a | 2 That is beginning to invest capital in other _

. lation could undef certiijh circumstances purchase goods of v jhat has in the past invested capital m other
greater aggregate va ucltljj rHt exported without sustaining | ^ t j^a5 temporarily ceased to m ike new , T. •

any drain upon its stofk of the precious metals or suffer- | ^ That has both invested capital in other lands ir.the -
mg any inconvenience 4tytsi)ever, and in recent time no oie | past and js stiU investing annual sums equal to me mieics 
has paid any great amoèrit of attention to the question of the received on former investments.
trade balance other than forjthe purpose of ascertaining the r , , has in the past n vested capital in oh r

_ imports of certain countries largely and js investing fresh amounts equal to less than the interes 
,|ar of discovering the reason fori «the | recpjvcd. .

exports of certain, coui if rips largely exceeding their imports. , A country ......
The great change ini the theory of commerce that -has ’ has an exchange trade of $50 ..ooo^ooo :— 

taken plate in modern nirf ,es; is due to the recognition of the 
fact that the volume <i,f tijade which any country enjoys ;

' quickly adjusts itself id the needs of that country, and that 
the effect of a sudden qisàutiiing influence to trade—such as 
a crop failure, labor tiejul lei,, etc., which temporarily reduce 
a nation’s exporting ipv et4-can be got over by financial 
operations in the great jnt ;rtfational money markets, and that . ancl 
excessive drains of the pr cipus metals are not now to be ap- 
prehended. Experiencej 1 As shown that apart from sudden 
catastrophes the foreigti rafle of every country is of a Very 
elastic character, that th volume qf imports or of exports 
quickly" responds to the n idqssities of the case, and that no 
country can have an aqvt rs«j balance of trade except for a 
short time and its a ccris< jujencp of some unex[H-ctcd disaster 
wKVh temporarily di rjin shes its power to make payment

, > fnry go d- impaired lj\.....  ! t v< 1 limes <o-mtrie. in good
j/rixlit pave ho diffiri lly ip borrowing temporarily or per» 
manently the sums re. ijir d to settle the balance due to ot -er

purchased or obligations incurred 
vint—a process which averts any­
th*' stock of the precious metals 
exiieriencing the disaster.
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H if ors which caused the 
- to exceed their exports

i
1that neither lends nor borrows and which1
i

. $ 500,000,000 
. 500,060,000

1Exports
Imports tI

/ 1
Nil.p

Balance
2 1 country beginning to invest capital in other lands
which places $100,000,00 of capital abroad in a year.

$600.000,0H0 
500.000,coos 

■ - \

i 4
: ;i

1
1;! Exports

Imports

Balance of exports over imports
. 5. A country thAt has invested abroad in the past a \ : J
ffiri nt amount of capital td yield an income" of $100.000, 

from interest and which temporarily ceases

a $ioo,oco,ooo \

I 000 per annum 
to make fresh investments of capital :

\

! $ 500.oro.ooo 
600,000,000

Expdrts
Importsl

countries for commod tpet 
prior to the disturb» » 
excessive denudation iff 
possessed by the "roui itry

over exports... .b $100,000,000 
s in the past invested capital in

Balance of impor
4.. A country that 

other lands, is receiving an income of $100,000,000 a year 
that capital, and is investing an additionafrom int«-re>t upon 

amount 1 ipial to the interest rèceiv d :—ves ments and Trade Balances.
ic vorld may roughly, be divided into 
-J I aie the countries whose imports 

exceed thi-ir expdrts, i,nd in: Class II are the countries who«e 
^ exports exceed their ijn; orfs. Generally speaking, the na­
ttions in Class Eare t if- rvjiing countries; those in Cla^s II 

j are the borrowing rpintreSj The lending country has to re­
ceive pavmi-nt for twkf t nnfgs ( i) for thé goods it exiorts 
and (a) for the) intenfst ujkm the capital which it has in 
former years supplied th itqer countries. Excluding all other 
considerations, the in moi ts | Of a country which has placed 
capital in other lançai misa necessarily ex< eed the value of 
its exports to the extent t f fhe produce^it receives from other 
countries in payment pf tl|e interest upon its capital. On 
the other hand, the erfur try that has borrowed capital from 
other countries, other fa< to|s being excludect. must export a 
larger amount of pr<k u< - ifhan it imports in order to pay, 
first, Jot the produce! hm aofted and, second, for the interest 
upon the capital it . h.fs irfviouslv borrowed from other na- 
tio.ns. Hence the ex]>ort. of the borrowing countries exr-eed 

■ ir imports and th<« im; orts of the lending countries exceed 
th ir exjvorts.

II.—Capital In
The nations of t 

two classes. In Clas
c $600,000,000 
d 6oo,oco,ooo

F.xports
Imp-irts

1 1
,I

’ Nil.‘j

;

■ Balance
invested a large amount of5. . A country ghat hiving ___

capital in other lands, is Receivin g an income of $150,000,
from, interest jjpon that capital, and is investing

Ia
1 per annum

$ioo,doo,<xio of additional Capital in a year:-—" t
e $600.000,000 
f 650,000,000

Exports
Imports ri.;

y
1 50,000.000’ Balance of imports-over exports...

a Sum investf-d by exporting country. _ 
b Received aj interest on capital previously invested- 
c Of this sum.- $100.000,000 is for new capital investment 
d Of ’this sunj^ $100,000,000 is interest on capital 

previously invested. - ■ -
e Of this stim, ^100,000,000 is neW capital investment, 
f $150,000,000 is* interest on capital previously invested.
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