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F OREIdGN trade as conducted between cîvilizedt nations
tday is, after aIl, only'an improved systein of barter.

Instead of exýhanging one or more articles for one or more
itber articles as was the. custom In by-gene days, and le
now in soni. eutlying distri.cts, we carry on trade by juedinnis
of exchange, that is, hy the use of various credit instruments,
the meut commun of which are bank credits of varions
kinds and bills of exehange with shipping documenta at-
tached, in tact, it niay very properly be said, that every
forelgn trade transaction unlese purely barter is repre-
sented by a credit instrument in some forni. When sncb
documents have been washed-that ie, set off against each
other-and tusa te ail intents aud purposes is doue daily,-
the. balance due te or by a country is determined.

Settlement of Balances

Fer many years prier to, the. war these balances were
settled by ebipmnts of gold, or sale ot securities wbich
slmply postponed the debt. As this was due at a compara-
tively saal cost, the question of fereiga exehange gave us
litt. or no conceru, beause the. moment the. premium on
the fundq of a creditor nation reached a peint where it
paid te ship gold-between here and New 'York the. coet
was 75c. per $1,000-the geld was experted aud the. debt
cancelled. As a natter of tact, transactions were net always
cleared iu the direct manner 1 have just deseribed. Fr.-
quxently tbey were settled hy a three-cornered transaction
or pesehbly even furthcr extended. For example, Canada
niigbt bny cotten from the United States on the one handr
and seli wiieat or meat te Great Britain on the other, whlch
latter country might direct tiie Argentine te, cuver its debt
te, Canada, either by the shipmnt of goods and, or the. shlp-
ment of gold te New York. Canada would thus b. placed in
fundsj wlth which to extlngulsh ita debt te the United
States. The war ha. changed aIl this, however. Because
of the inflation of the. currency of practically ail the, civilized
countriee of the. world, thxe shlpment of gold was prohbited
by their respective goverumeuts. The country, therefore,
which iinported more goods than it exported, created an
adverse balance which could net b. settled as in th. past
by the. shipinent of gold, hence the. citizens ot euch debter
country haviug obligations te meet lu a creditor country,
were forced by the. competition for funds available in such
country, te psy a preriluni, thereor-the premium being
governed by the. supply and demand.

This la the situation whlcii at proeet exista between
Canada and the. United States--Canada the debter nation
and United States the creditor.

*Part of an addreee befere the Board of Trade, Toronto,
Marcb 18. 1920.

Our Balance Witii United States
According te the best Information obtainable at the

moment, we exported last year goode to the value of approxi-
mately $3W0,000,000 more than we imported. Against this,
however, we had large payments to meet for interent on
our obligations held abroad, and for shipping charges, in-
surance premiums, etc., aIl of :whiCh payments have the
same eft'ect on thie exehange situation as the importation of
goods.

Tt is. estimated that $1,200,000,000 Canadian securitis
are held in the United States, the interest charge on which
is placed at $65,000,000 and about $2,700,000,000 sectiriries
are held in Great Britain, the intereot charge on whlch iu
approximately $125,000,000-or a total annual interest
charge of say $190,000,000. To this large sum muet b.
added our paymnts fer ahipping charges and insurance
premlums, estimated for the paet year at $60,000,000.
Aýnother feat.ure nlot to be lest sight of, is ou r exporte te
Europe durlng the year for which, we have net yet been
paid. This as closely as I can gatiier amounted te a further
$60,000,000 or a total of say $310,000,000 against the $800,-
000,000 excess exprts-a net debit balance for the. year of
$10,000,000. To this must b. added a furtiier large ïmun tor
repatriated securities, if 1 may use the. terni. Yen will,
deubtless, have learned through the newsapapers or other-
wlse, of the recent action of the. Minister oi Finance In te-
questing bond dealers and brokers te discontinue the im-
portation of Canadian securities frein Europe, which In mout
cases were comfortably domiciled there for years te corne,
but whichi on account of the favorable rate of exchange,
insofar as Canada le concerned, würe being purchased and
brought over here In large amounts, with the resuit that our
cash resources, su neceesary for the carryiing on of the coin-
inerce of the country, were being rapidly depleted.

The ameunt of the. securities se purchased and obliga-
tions liquidated are estimated roughly at $100,000,000, a
considerable proportion of which were afterwards eold In the
Unitedl States. but insofar as w. can learn $25/50,000,000
have been retained ini Canada, or went to reduce the de-
benture indebtedness et certain investment Institutions dolng
business, in Canada.

Final Balance Againat Us
Yen wiIl, therefore, -ee that our real position for the.

year, insofar as foreign trade is concerned, was an adverse
balance of bctwean $30,'50,000,000, and thls accounte fer the
present discount on the Canadian dollar In the. United
States.

I do tiet clamn that the figures whieb 1 have just quoted
are accurate. While car. has been exercised li compiling
they are, after ail, only estimates, as apparently it is
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