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Canada' s Fi-nancial JBalance s .Abroad
Heavy Favourable Trade Bralances do not Tell Whole Story-Dominion
StUR a Debtor Country.-Repurchase of Securitie's Held ini Britain-United
States Market lias been Resorted to, for Public and, Private Loans

BY IlINVESTICUS"

TS Canada reallY a creditor nation? Having raiaed aniong
A.lier own people large sumsj of mioncy through war loans;

haviag grantcd large credits te Great Britain and other
allied governients, besîdes having piled up lieavy favor-
able trade balances-the impression lias gained grouad that

Canada lias been converted fromn a debtor into a credîtor
nation. No true Canadian wonld think of inilmizing liii

coutr's plndi fnania achievenients during the war;

but dwelling on these, Vo the exclusion of other phases of
the. national financial situation, îs producii'g harni. IV is tîme
that tlie public were given a true perspective of the finances
of the nation; that, to use a conmon expression, it were

bronglit Vo realize just whbere 1V is at. IV la only by sucli
ineans that genuine progress will bc made ia solviag eitlier
tlie exchange, or other probleais of a financial nature. This
is a tine for deýflatiojn, for the deflation of sonie of our big
ideas, as well as for deflation of the. currency and of values
generally.

1V will readily, be,'adiiiittedl that the Dominion, whlcli,
prior to the ontbreak of war always went abroad for the
Monay ît' needed, lias given a surprising demoastration of
financial strength in subscribiniz over $2,000,000,000 te, the
varions domnestie war loans. But Vhs did not convert lier

froma a borrowing into a leading nation. Ia raising the
aioney wliat Canada really did was this-she secured at,
home 85 per cent. of the money mli. borrowed for national
purposes during the war. Americans took $315,000,000 of
the. varions issues.

"But,,, sayssomecon., "did the governaient noV niake
advajices to Great Britain and other allies to an amount
exceeding $1,000,000,000; and does not the British govern-
ment 9tili owe our governaient $180,000,000, ia addition te,
owing Canadian banki a similar amount?" This la very
true; but even tiiese transactions have noV miade Canada a
lendlng nation, ia the. true sens. of the terni.

Canada Acted as Bunker

Wliat occurred was this: Our goverament borrowed
heavlly froni its own people, and, wltli a portion of the
inoney, it bouglit froni its own people certain produots which,
in tura, iV sold Vo the. Britishi and other goveramenti on

easier ternis Vlan liad been customary. Tlie banks, of course,
used their owa funds. But while this was belng don.
Canada aVili remained a debtor nation by reason of lier
heavy borrowiag abroad. Rer case w~as identical witli that

of the ama who, doing business on borrowed capital, is
abi. Vo seil on time. No on. would think of putting in the
~money-lending class a person doiagz business under these
conditions. If h. were la a position te lend lie would liardly
b. doing business on borrowed aioney. In maing these
waaces Canada merely applied somne of her savings for the.
purpese of temporarily hlping out some good customers.
But grantlng a littI, banklng accommodation is quit. differ-
ent from placilig herself ia the creditor dlaiss

It may, Iiowevr, b. said, "do noVounr public mien anid
aIre srnie of ont flnamcial leaders, speak of Canada as hav-
iag been coaverted from a debtor into a creditor nation?"t
This is true, but general statementa usuaily require qualifica-
tion. Put the. question straight to these mnea-is Canada
r.ally a creditor nation? And Vh.y will begin to explain
what tliey mean. Now, at beit, tih. remarks of snch persons
can relate Vo nothing more than the cliangiag of the linge
adverse trade balances, which were a feature of pre-war
years, into favorable balances, which, happily, lias continxied
since 1915. A creditor nation, ia reality, fi noV necessarily

one that lias a linge excess of exports over imiports.
the contrary, the greatest creditor nations, invariably
what is termed an adverse trade balance. Strictly spea
a ereditor nation is one that lias pretty well bouglit ul
outstanding- securities abroad, or that is in a position t
so; which supplies its own domestie demands for cal,
and which investi în other countries. Obviously Canaè
flot in this class. Nor is it any disparagement to hier
she is flot.

Trade balances can noV be accepted at their face vý
They do not tell the whole story. Durîng.the last five y
Canada lias piled up large favorable balances, but it w
b. a mistake for one Vo rua away with the idea that
accounting is s0 mucli in hier favor as these figures w
indicate. The favorable balances are as follows.

1915 ............................ $ 5,996,864
1916.......... ................... 271,483,226
1917......... .................... 333,940,881
191 .......................... 628,916,327
1919 .......... ................... 843,491,853

Total.......................81,578,829,151

V isible Balances Only

The trouble 'witli these figures is that they do ncot
Present the actual situation, for tliey niake no ailowance
inveisible payments. Before one can say that in a given i
the trade balance is a certain sui ia favor of the couxi
one must deduct fromn it an amount representing the arn
interest paymeat on foreign borrowiags, also fur
amounts due to other couatries for shipping and other
vices. At the outbreak of war Canada was seading ah,
$135,000,000 a year in the forai of interest and di'vidE
on investmients. .At the. present time this payment it betv
$190,000,000 and $200,000,000. It would b. a f£air assu
tion that the average annual payment on Vhis accouat,
ing the lait five years lias been $160,000,000, or a tota
$800,000,000. For shipping charges and aioney spent
Canadians abroad let another $40,000,0$0 a year b. ad
This would bring the total payaients under these headi
dnriag the lait liv. years up to $1,000,000,000. Deduct
from the. aggregate trade balance and the latter la redi
Vo $578,829,571.

Put tItis agalnst the money that has been rece:
through the sale of bonds in other couatries:

Bonds sold ia U.S., 1915-1919..........798,014,91
Bonds sold in Great Britain, 1915-1919 .70,880,10

$863,895,04

Those at ail acquainted with the situation know 1
this suai does not represent the. total iavestme*its of eUt
capital in Canada during the. last five years. One bil
dollars would b. 'well within the. mark, This means that (
ing the. lait five years Canada lias been drawing aioney f-
abroad at the. rate of $200,0)00,000 a year.

Much Borrowiig in United States

In their thouglits on this subject ay People are
astray througli failure to talc. into account aIl the faci
that promoe borro'wlng abroad. Knowing th>at Can
has been touching alinost the $700,000,000 mark ia lier 1
tory loan campaigns, tliey seeni te, conclude that al
money the country needs is being raised at home. T


