
PunLisHi- Eviuwv Fxibny JAS. J. SAI.MOND
HN Managig Director

The Monetary Times~
Printing ComTpany ~Jyt idJ~«C~i FRED. W. FIEL.D

of Cariada, Lirmted Twd eiwadIsrneCrnceEior

Pubbshers a1so of A. E. JENNINGS
"The Canadian Engineer" Establisheti 1867 - ld as Contederation Advefl1tan Manae

British View of Amnerican Exchange Situation
PAYMENT for Large Importations Witkout Imperilling Britain's Gold

' Supply is Weîghliy Problem - Various Remedial Measures Suggestcd
- Position of Canadian 14 heai Surplus -Factor of Russian Finance.

G "REAT BRlTAIN'S most urgent financial problem isthat of paying for its abnormallIlrg importations
ýifrom neutral countries, and espec(ially from the

United States, and at the saine time of preventing
an undue drain on the goid supply, which ks required to
preserve Britain's financial stability, and which in the last
resort-failing any other alternative-wiil have te be
called upon to, liquidate B3ritish indebtedness to foreign
neutral countries, especially to the United States. This
is the vîew of Sir Robert Balfour, M.P., in a recent con-
tribution to the English press. Sinice this opinion was
expressed the $50o,ooo,ooo Anglo-French loan has been
negotiated in the United States. Sir Robert continues:-

"The adverse position of the American exchange
is emnphasized by our large importations of munitions of
war from the United States and the fact that we have
been importing much larger supplies of food and raw
materials frem that country than in ordinary seasons, for
the reason that the crops in other supplying ceuntries were
comparatively smnall or were unavailable owing to war
conditions, and present indications are that we will con-
tinue te require exceptionally large supplies from the
United States. Prices have aise been comparatively high,
a circumstance which has naturally influenced the ex-
change situation also. The fact that it has net been
possible during the past twelve months or thereabouts te
import the customary -supplies of food from Russia, has
affected the American exchanges adversely, and any
change in that direction would deubtless tend te relieve
the situation. Russin is heavily indebted te, this country,
and there wili be a dublhe indurement-that of a favorable
exehange and of assisting the Russian finances-to draw
supplies from that country if it becomes possible te, do se.
A few months hence we may be able to obtain supplies of
whieat from the Argentines and the Australian colonies,
and may thus gain some advantage in respect of prices,
which naturaliy wiil aise tend te help the exchanges.

<'"Besides these censiderations, our gevernment have,
as is known, prevented certain supplies reaching Ger-
many, and in erder te avoid controversy with the United
States-on the vexed question of centraband or otherwise
-have paid the United States for them, thus adding in
quite an unusuai manner te our exchange difficulties. We
presumne, moreover, that the large sums owin~g te financiai
houses and merchants in this country under credits te
Gerînan and, Austrian enemiîes, which were eutstanding
when war was declared and which remain unpaid, have

exercised an indirect influence on the foreign exchanges
to our prejudice. These outstanding credits amount te
a very large sum, and it is understoed that they have been
financed for the time being by advances from the British
government through the Bank of England, and whatever
their amount may be they doubtless add te the burdens
cf the country at the present time. Apart from the re-
quirements cf this country, the importations of our Allies
-more partîcularly France and Russia-have greatly
aggravated the American exchange situation. We do
net know the extent te which these additional require-
ments have donc se, nor how far our government has
afferded our Allies assistance in financing their importa-
tions from the United States. Moreover, our government
have made advances by way of boan te other European
countries, particulars of which have dnly partially trans-
pired, but which in the aggregate have doubtless
amounted to a considerable sum.

"The principal European pewers have always held
large reserves of geld against the contingency ef war
requirements, and these they are reluctant te part with.
Substantial sums have come te this country, both f rom
France and Russia, for transmis 'sion te the United States,
and these have helped te maintain our gold reserves, and
it is understood that further supplies will be forthcoming
as necessity calîs for, but it has become increasingîy
evident that ether steps are required te safeguard the
American exchange situation besides the shipment of gold,
with which, indeed, the United States is more than
adequately supplied. Under normal conditions the ex-
changes between thiîs country and other ceuntries, includ-
ing the United States, are sullicicntly profected by a comn-
parativeiy unimportant inflow and outflow of gold, and
when the outflow has tended te become inconveniently
large an advance in the Bank of England rate of interest
and other restrictions have been sufficient te, hoid it in
check. Conditions now are flot normal, however, and
methods which have been adequate under normal condi-
tions are ne longer effective. It is ver'y deubtful if an
advance in the Bank of England rate at present weuld
materialiy, if at ail, alter thé situation. The importations
into this country are aîways in excess of the exports, and
it is net disputed that the excess of importations has been
liquidated previously by remittance.s of interest f rom
fereign investments, freight 'earningS in exicess of dishurse-
ments abroad and by services of varieus kînds rendered by
this country te other countries, and there has remained in


