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imported as well as to* meet the interest charges upon tire
capital which it bas previously borrowed. True, during tire
early stages of capital investment the lending country will
normally show an excess ot exporte. Were these capital in-~
vestments to extend over one year only, the excess of mer-
cirandise exporta of the lending country during the period ini
question would approximately measure thre amount of tire
capital loaned abroad. As time elapses, however, thre total
capital invested in other countries increases, altirougir at a
diminisiring percentage rate, while at tire same tirne tire
annuel interest charges owed to tire creditor nation show a
more than corresponding percentage increase. Eventually,
the time will arrive when thre annuel payments whicir tire
lending country receives as interest on its foreign invest-
menta will exceed tire new and additional capital which it
may lend eacir year. The samne rea.soning mnay be employed
to show that the borrowing country, during thre early stages,
will normnally import a larger amount of merchandise tiran
will b. exported, and that here too tire passing of time bringa
in its wake a change in tire trade balance. Ultimately tire
annual intereet paymenta of tire borruwing country on ac-
count of capital previously obtained will surpass in amount
thre new capital wiricir it borrows each year. Thua, in tire
end, its merchandise exporte will overtake and then exceed
its importe.

Clasification of Countries
Froni tire foregoing summary tireretore we note that on

tire bauia uf their capital inveatments and trade balances
tire are four general groupa of countries. They are as
toilowa-.

1. Countries which have begun te invest capital abroad
in otirer lands. Tire., we may cail tire immature lending
countries. Their trade will normally b. marked by an excess
of exporta. England during tire early years ut the nine-
teentir century typified this group. At tirat tir». sire regu-
larly exported gouda to a greater value than she imnported.
Tires. repreaented tire gooda ah. was lending abroad. Thre
United States during recent yeors may also be cunsidered
an immature lending country.

2. Countries which have in tire past invested abroad se
large a volume of capital tirat tire annual intereet paymnits
tirereon uwed to them exceed thie new and additional capital that
tirsy may continue to ]end eacir year. These we shahl desig-
nate as mature lending countries. Tireir trade balance wil
be marked nurmally by an excess of importa. England for
a hall century or more iras been tire great example ot thie
type of country, And we may anticipate tiret in thre not
distant future the. United States, iraving become a maturp
lender, will find her trade balance marked alao hy an excesa

Ltries wiricir ar borrowù

circumastances, A will invest $100 ini the securities of tire cor-
poration, and in turn will receive $4 in tire tonm of interest.
During thre second year A's investment again la $100, wirile
iris interest now amounts to $8. In thre twenty-fourth year
A's investment is still $10a) but iris înterest return nuw iras
reached $96. From tire twenty-sixtir year onward the an-
nual interest payable to A is obviously larger than iris new
annual investment, and increasingly 80.

In applying tire analogy it la of'course recognized tiret
tire use of tire terms "mature" and "imature" as attacired
te investors and borrowers la arbitrary.. Yet such use, even
in a restricted sense, la not without menit. Thre terni
"4mature"l is used as a convenient substitute for tire claue
"~in tire later stages," wirile tire terni "immature" implies
"in tire earlier stages." We may theref are coasidier our in-
veston, A, an immature laveston or lender during tire firet
twenty-tour years ut tire hypotiretical transaction. During
tis period A's new annual investment exceeded tire intereat
wiricr ire aanually received. In and atter tir. twenty-aixtir
year, A became a mature investor. Hie new Iavestment eacir
year was now surpassed by tire annuel inteneet received by
hlm. It la in thia sense that England la referred to above as
an immature leader durng tire eanly years of tire nineteentir
century and as a mature lender in recent decades Likewise,
Canada'a statue as an immature borrower pnior tu 1914 may
ire likened tu tire position ut corporation X durng tire first
twenty-tu years, a period in wiih tire corporation bar-
rowed, or ubtained, froin A a langer amount of capital each
year tiran tire corporation was called upon to pay te A la
tire torm. ut intereat. Hencefortir for an indefinite period
Canada may be luoked upun as a mature borrowing cou.ntry;
la tire saine sease in whicir corporation X became a mature
borrowiag coacern in tire twenty-sixtir year, troim whlcir
time onward X borrowed, or obtaiaed, from A a amafller
amount ot aew capital eacir year tiran tire volume of interest
payable ta A.

It la ot course recognized tirat in tire ebir and flow of
international capital investments tire procesa ut lendlng and
borruwing dues not proceed on su ualtorm. aad arbitrary a
bais as that depicted in tire above transaction. Tire volume
ot capital wiic a country may lend or bôrrow varies tramn
year to yean and tire latenest rate la nut unltonma on ail loana.
And, moneover, tire saime country may engage in botir lending
and borrowing operations. Yet tire essential tact remains
tiret in tire careen ut a lending couatry a time will be reached
sooner or later wiren tire new capital loaned abroad eacir year
will ire equalled and later surpaeaed by tire amount ot in-
teneat payable aanually to thnt couatry on accouat of its
earlier toreiga iavestments. By tire sane orm ot reason-
ing, tire point will be neacired aume time in tire career of a
borrowing country wirea tire aew annuel capital bornowlags
will be surpassed by tire volume ut laterest payable abroad

ls ae
of interr

of tire
eanfer
s effect
SIndia,

;r.. for

by an anu
us imaghl
mines to

tire interest payable a:
per cent. Durlag thre

Volume


