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it is of the grcater impîortance to klov >\ wlieffli thie Lontdon tflotey-

mîarket is organized on sucb a souin( basis as xvotul( etiabie it to mieet in a

satisfactory ninner the strain whichi xvoIl( be 1)lace i upon it bv a great war.

London is thc centre of the world's fittancial syý 1cm :andi lie conducts lier

x ast credit transactions witlî ail alinost increcdibly sniall rcserx e of gold. This

is ren(lered possible by the souiidness of lier credit system. Ever since the

resutiption of spjecie payînents inî 1819 London lias furnishied the only free

market for gold in the world. THe infituences whichlihav e nmade Lonîdon the

financial centre of thie wvorld hia\e been, anîong othiers , the nmagnitudle of the

nation's shippittg ini(ustry; thc ccononiv andiSuilis of lritisli baniking

mîetlîods.; the stability of lier political institutionis., and a repuitation for fair

(lealilig. Moreover, for necarly a ceiitury tlie comntry lias biad no experience of

a war ii xlîicli its commnerce xvas eti(angere(l; and (i , in a sense, G reat Bri-

tain lias beconie thie safe-deposit vauit of the world. If Gcrnîany shoid ever

be ale tu cliallîcuge the UnAitedl Kin-dom's naval sltpreuîacy, of course these

condlitionis wouild bie niiateiallîX clianged.

The state of the gold reserves of the credit institutionis of the country lias

an itîtiniate bearitîg uponi the fitiatcial somidness of a nation ii xvar. The iii-

ternal andl extertial liabilities of tAie batiks, have growu enormiouslv in recett

years ; but the ,g oldl reserves have not grown iii any like piropiortioni. 'l'ie (le-

l)osit and current accouints of the batiks of the United Kingdoin anîount to

about £913,000,000; or, including the sav ings l)anks, to £ 1,123,000,000;

while tAie average stock of gold liel(l lv ail tiiese institutions catînot -well ex-

ceed £00,000,000. The average stock of bullion and suiecie hield by the Batnk

of EîîtgAatîi (uritig 1909, was £37,300,000; anid on tlis coniparatively sinall

stock of gold the nation wotil( have t0 (lepetit iii tie of war, apart frotiî tue

suililies w'hicli iiiiglit reacli the country fronii abroad. As an illustration of

the extetit oif the ititernal tietiatid for gold. wlîiclî milt arisscat atinîc of

war, ît 15 instructive 10 note that tAie cash iii liani at the Bank of Franice on

Julie 9, 1870, was £00,480,000; and( hiy Septetîiber 8, 1870, the amtint lîa(l

fallen to £ 28-160,000. Trhus. in tlîree intuîs.* the B ank of Franice hiad to

part \Vitli £32,000,000. A few years ago tbe late Sir Robert Giffeti expressed

the opiniioni thiat, in tlîe event of wvar with a great Etnropeaii power, the iti-

tertial dlenîand for g1oldl for ise iii the United Kingdonî Wottl(l absorb the eii-
tire stock aI 1 iresettt lîeid in reserve. B ut the greatcst dlanger lies in the 11(1-

sib)ility of a sitdden large foreign (ietiatid for gold1 wlihwtl ecrant

arise, and whîcli WOultl(i kely oblige the Bank of England 10 suspendj specie

paytiictts.
The practical valttc of a large gold reserve xvas strikingly illustrated dur-

iîîîg the Russo-Japailesc war. At the begiinnîngi of tîte war tue Banik of

Russia and the iimperial trcastury lheld £ 10r,300,000 ii groîd. 'l'le possession

of this; linge stock of gold enabled Russia to raise tnotîy in Paris and Berlin,

as cheal)ly as lier adversary was ale ho risc it iii Lond(onî ; anîd lîa(i tue war

beeti prolongeci it woîtldhave tdoubtedly playcd a more inîpurtant part in

the conflict.


