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BRITAIN'S FINANCIAL POSITION IJNIMPAIRED

Sir George Paish Says Sh. is No Poorer Thau Bel ore

the War
Sir George Paisis, in a letter te the New York World,

says that in any great war the'question of firnancial resources
lit one of immense importance, and in the present one the
part that is being played by finance cannot be overrated.

In finance Germany and Austria started the war with
sio advanitages. It is true that after German bainkers had
jnformed the Kaiser during the Moroccan crisis that finan-
cially thse counitry was not prepared for w ar, GermaLny exerted
lierself te the utmost te readjust lier financial and banking
situation in order te be ready for war, and that Great
Britain, in her belief in the maintenance of peace, made no
war preparation, but continuedl te lend money with unex-
ampled freedom te aIl the world. Nevertheless, fundament-
ally Great Britaîn's financial and banking resources at the
begînning of the war were infinitely greater aînd strenger
than were those of Germany.
Creat Orltaln's 116 B1alances.

Prior te the summer of 1914 Germany had pulled lier
moue>' iu from thse world as f ar as possible, wlsereas, Great
Britain had sent lier nioney eut te, almost ail ceunitries, wîth
the resu.lt that immediatel>' after war began Germany found
difliculty 'in making payments abroad, while Great Britain
was able te dra-w upon lier foreign balances ini order te buy
ail the goods she and lier Allies needed to pu.rchase froma
other lands, and bas since been able te finance wiîth ease lier
great iMportS of goods.,

It is true thnt 'the American excliange upon London
bias fallen te a lower point than normal, but it must be,
borne in mind that the quantity of American goodS pur-
chased'by tlie Allies bas bee'n, and is, enormous; that in-ý
terest, freiglit and insurance on gold sent across the sea ' Î
uniusually high, ani that a f ail of less than 2 per cent. below
the usual minimum in sterlinrg excliange against a discount
of 14 per cent. in the German excisange affords stre.ng testi-
ino-ny te thse ability of Grea Britain to pay for tihe great
quantities of goods she and lierAllies have bouglit f rom
abroad.

Germany's wealth consists mainly of lier own lands,
bouses, factories, business premises, railways, etc., a con-
siderable amount of Russian and ether securities that caii-
not be sold, and a very moderate ameunt cf American
securities.
Ceuld not Witbdraw Capital.

It was calcuiated that Germany liad about £z ,6oo,ooo,ooo
{*S,ooo,ooo,ooo) of capital iînvested abroad before tlie war
1began, but of this total only a very small sum was realizable..
Most of tihe moue>' was invested in neighboring countries,
including Austria and Turkey, and it is obvious that Grr-
many cannot witlsdraw capital invested iu Europe either frex-
friesnd or foe. Indeed, Germnaîny's difficuities in financing ber
own great war expenditures are enhanced by demands upon
ber for large sums of mozsey both front Austria a-ad Turkey.'

it is now obvious that lier supplies cf floating wealth iu
other countries, iucluding lier izivestments in the United
States, are fast disappearing and that paymeuts for goods
imported, if tise> comtinue, must drain lier gold reserves.

It is obvious that apart front any smns Germas> can
borrow li thse United States, lier pow-er to pay for goods

OVERCOMING EXCHIANGE DIFFICIJLTIES

Canadian Loan in New York Weakens Market, Price-

New Credits
A United States dollar is now worth $z. oz of Englisli

money; $ z.o8 of Frenchi money; $1. z6 of German money, and
$1.32 of Russian money. Canadian rates being based on the
United States rate.

In regard to Canada, a United States dollar is worth nearly
8z.oî of Canadian money.

The exchange rates between Canada, tlnited States and
the United Kingdom are at presenit as follow-

Demand rate in Canada for sterling ........
Demand rate in United States for sterling..
Difference between above rates ............
New York ýexcifange in Canada........

premzuma.
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Three Methode o? Trado.
There are three ways by which this situation might be

!rmedied, suggests The Teller, the Sterling Bank's mointhly
journal, xiamely:

i. The shipment of gold.
2. The shipment of gonds.
3. The establishment of a credit in New York.

The first two remedies cannot be used, as belligerent
counitries are flot exporting gold and are already selling ail the
goods they can, but the sale is flot sufficient to counter-
balance the enormous Purcliases in the Unîted States.

The third reinedy is being, discussed, and lias, in fact,
been put into operation by the Canadian geverniment in the
placing of a boan of $45,000,000 ini New York. This loàn lias
already weakened the prîce of New York excliange and with
the moving of our crop in siglit a further drop miglit lie an-
ticipated.

This in its turu should lead to a faîl in sterling rates in
Canada as England is a large purchaser of our crop.

Finanolng the Grain Crop.
The operation will be as follows:
The western farmer selîs his crop to agrain company.

They seil it on the grain excliange for deliver, at say, Fort
William. The grain is then shipped tlirougli Montreal or
New York to England. In order to get paid for the shipment
the shipper will draw a bill on the purchaser in England and
seil it in New York. In this way à large amount of sterling
bis are Iikely to lie sold in New York, which will still further
depress sterling excliange. This operation, liowever, will pro-
duce New York excliange and thus make it cheaper.

To offset this the government are discussing the question
of establishing a credit in New York to pay for their pur-
chases of war material. By this means the actual transfer of
funds for thse payment of these large'accounts will lie deferreci
until conditions enabte gold shipmnents or a readjustmeist of
trade takes' place.

TURNING DOWN SUDS

Several municipalities lately have refused good offers for
their bonds, thinking that thse bids were not satisfactory. Tihis
is ans unwise civic financial policy ansd lias proved very costly
te municipal authorities ini the past. A reasonable offer should
not lie decllned, especially in these times.
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