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NATIONAL DEBT WILL BE REFUNDED

Time For Repaymeat Must Extend- Far Beyond Maturities

of Bonds--Receipts ind Eipenditures'Now on

Greater Scale

(Spécial to The Mlonetàry Tinies.)

Ottawa, December 30, 1920.

FRIOM a financial standpoint the year 1920 has been aFcritical year for the Dominion goverament, although it
is begnnaiag totura h corner. For the frtitme since
1914 it had to renounce national borrowing as, the mneens
of meeting extraordinary expenditures. It had to get some-
how enough revenue ta meet current expeaditures of, admin-
istration, interest charges and works undertakea on capital
account. For that purpose new taxes were levied, the So-
called luxury taxes which have now been z.bandoned, and the
sales tax collected fromi manufacturers, wholesalers and imn-
porters. This was breakiag new ground for Canada, and the
goverient could flot tell just how much money these taxes
would bring in. It was estimnated that they would add abhout
$85,000,000 to the national revenue, but it is believed that
the budget address of Sir Hlenry Drayton at the session of
Parliament, which la expected to commence during the week
Of February 14-18 next, will show an increase of well over

$100,000,000 la revenue received. This le la spite of the
abandonaient of the luxury taxes, the increased. exemption
of profits from the Excess Profits Tax, z.ad the decreased
receipts froai sales, customs and other taxes as a result of

the decliniag prices for many articles.

However, against this increase lie will sîso be obliged to

set increased expenditures on accotiat of larger interest
charges than had ta be paid last yenr, and a heavier drain
for pensions, soîdiers' civil re-establishment anid la general
expenses. Soldiera' Land Settiemnent expeaditures, however,
will be about a million dollars less a month than they were
1tst year, Ordiuiary expenditures will probably b. thirty
miliWon dollars more than lest year.

War Expenses Over

The great difTereace in the situation, of course, is that
the Dominion no longer bas ta pay hundreds of millions of
dollars each year on account of the war. Aside f rom the.
indirect expenditures resulting from the~ war, there 'will b.
less than ten million dollars directly speat on the war in
1920. Anxiaus eyes, however, view the railway situation,
as one that may possibly open up other avenues of inreb
ing the public debt. It 18 commonly expected here that the
Canadian National Railway deficit this Year will not b. far
fram sixty million dollars. This will have ta be made up by
the Dominion goverament either in the forai of a boan, as it
lias don. la recent years, or by simply malcing up the. delicit.
The last few mnonths hp-ve shown better results than earlier
in the year as a result of the increased freight rates, but it
was takýen from the. company before they began to eara it

la order te pay tbe iacreased, wages retroactive ta May 1
asat, allowed the aiea under the agreement by whlch tIi.y

would b. given increases~ similea,r ta those accorded under the.

McAdoo award. The. huge debt piled up on account of the.

railways is nat included la the three billion dollar grass debt

af rthe Dominion of Canada, as these are treated as debts

of ,the railways. Yet the Dominion goveranmeat will now
have ta foot the. bill for ail deficits and mneet aIl principai
and interest .payments wbich the comnpanies cannot meet out
of receipts. There wlll be a demand at the. camiag session of
parliamnent for a statement as ta the exact situation witIi
regard ta aIl railways owned by the Dominion government,
1neludiag the. Grand Trunk Railway, the wbole coat of *IiicI
will net b. known until the arbitration 'board malcês its
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Debt »ill be Refunded

It la thoroughîY understood here that the payarient Of
national debt is a refunding proposition. Finance depi

ment officiais have estimated that the national debt can

extinguished in seventy-five yea'rs by the setting aside

seven and a-half million dollars a year into a sinking f
<ea.ch yeur, and left to increase at compounid interest, u

such times as paymients becomne advisable. The present

terest payrnents are $141,000,000 a year. While the dep

ment has not decided on the seven and a-half million dol

a yea~r as a bard and fast policy, that amolint ia regal
as ý mnimum. Next year two ainounts fall due, the
minion having to pay in New York, or r*eaew, a 5/2 per c

loan for $15,000,000, falling due on August 1, 1921, snd

per cent. loan of $25,000,000 falling due on October 1.
experience of this year shows that these can be met if
change conditions map,ke payaient advisable, or if gold
plies are sufficient to permit a shipaient. Otherwise t
also oaa b. refunded.


