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Before the war, Canada sold a large proportion of her exports
overseas, especially to the United Kingdom, and received rayment in a
form which could in turn be used to pay for Canada's heavy purchases
from the United States. This form of multilateral trade, as it was

the goods and services which had to be bought -
from other countries, 1In war-ravaged countries the disruption and dis-
location of industry and transportation meant that they could not
produce anything like the eoods and services to balance off against the
enormously inflated requirements for the products of other countries,

"~ In these circumstances, as a matter of enlightened self-
interest and in company with the United States, Canada extended generous
credits to help pret these former customers back on their feet, The
(anadian Government disbursements on these credits and on relief grants
to other countries have already amounted to nearly 31,900 million...
which would be comparable to around #34 billion in terms of the American

econory...a Canadian version of the Buropean Recovery Program of no
rean proportions, .

The rest of the story is known to all of you. The European
countries...harpered and bedevilled at every turn by unforseeable
penalties and-difficulties...did not recover as rapidly as had been
toped. Consequently it was necessary for these countries to draw on

the credits we had established for them much more rapidly than had been

To the extent that these credits were used it meant, of course,
that Canada did not receive cash. In the meantime, Capada paid cash

for the heaviest imports from the United States on record, and as a

result of so doing had to draw heavily on its own reserves of eold and
.S, dollars. . Indeed this drain became 50 rapid that towards the end -

o 1947 it was necessary to take action to reduce cur U.S. dollar expend-
itures and conserve our U.S. dollar reserves for essential purchases.

% it was that a terporary programme of ‘trade and travel restrictions

RS put into effect under which sore goods from the U.S. dollar area

wre prohibited, others placed on fixed quotas, and still others made
sibject to permit.,

- You will notice my reference to a temporary programme of
festrictions. This, of course, is in the firm expectation that our
lwropean cust arers will, in some reasonable period, be able to stand
%ce core on their own feet. A new and hopeful initiative in this

lirection has been taken by the United States in the form of the
iropean Recovery Program. ‘

I would like to emphasize, however, that valuable as this
Pogram must be toward the final solution of the difficulties of these’
lropean countries it is not...by itself...the answer to the Canadian -
freien exchange difficulties. In the short run-it should, of course,
22ble Europe to continue importing essential supplies from Canada and
2ble Canada to earn more cash on her shipments to Europe than would
"herwise be the case. This in turn would enable Canada to maintain
e flow of essential imports from the United States...without which ..
U productivity would be impaired. However, we should also keep in

our stockpile of U.S. dollars has fallen entirely too low, for even
rral requirements and that we rust build it up again. This reans that
®Iust earn even riore UsS. dollar exchange out of our exports than we
%0, fThe extent to which we can reach both these goals...that is to
“store our ability to pay for our inports and to build up reserves vhile
"inuing to extend some assistance to European countries..,will be

¥ measure of our success in rmeeting our so-called United States dollar
.330blem.




