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T HE steady rise in sterling exdhange, whidh at thetime of writing is within four or five per.cent. Of
normal, is one of the most remarkable incidents in

post-war finance, and carnies at the sanie time great
significance for the investor.

It lias been remarked that "unquestionably the

greatest single barometer of world heath is the rate of
exdhange on England." The rapidity of the return to

normal tif the pouind aterIing li thr, fuice of a hot3t of

theonies at5 to the impossibihity of a 54.86 2-3 rate for

many years tý come, will bring about a readjustment ini

financial and industrial conditions so fan as the most
important single factor in the wonld is concerned, muel

more quickly than lad been anticipated by even the

most sanguine. The recovery of sterling wiill reverse a

condition for secunities whene England was selling in

Canada and the Ujnited States when the discount was

heavy,binto a position wliere the English investor will

again be in the Canadian market as a providen of boans,

and penhaps once again the most potent element in' the

developmeiit of the industrial resources of this country.
In' othen words, New York financiers are beginning

already to count on English money replacing in' large
part that of the United States in' the subsoription to

Canadian boans, whether they bè Government, Provincial
on industrial. Interest rates already over theré are mudli
lowen tIsa ini Canada, with call loans common at two

--.A 41- uiior rif rThli.nd rate at three per cent.
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which the movement changed from an upward to a
downward slump. Apart from. a stray voice or two crying
in the wilderness of a bull-market-ald. their warnings
invariably are diaregarded,-the great majority of
brokerage and other investment houses were unprepared
for the sudden reaction in the market. The "war scare"
came over niglit, and this operated disastrously on the
Canadian market. The New York market, with the
UJnited States from a political standpoint more remote as

a possible actor in the Far Eastern tiffair, was only
moderately affected, but immediately afterwards the

market reversed and a long period that developed into a
"bear" movement ensued. The Canadian market followed
New York in a secondary relapse after the war scare
tumble. It la quite true that the Canadian market
behaves on an average mucli better than New York for

the simple reason that there lias not been the sharp
upward movement of the larger markets.

Even as it was stocks dropped without waruing, five,
ten and even fifteen points, and once again a large portion
of marginal speculators of small means were wiped out.
The "instalment" buyer was saved. Perhaps bis security
declined five or ten points, which would have meant a

calling of further margina for him, had not bis first
instalmeni' protected hlm according to agreement, and the

investment bouse covered the temporary decine. The

buyer himself , confident in the ultimate come-back of a
legitimnate investment secuity, was able to sleep quietly,
without the anxious figuring over "margin" basses that
proved Bo disturbing a nightcap to his marginal friend.

A Dangerous Came

-Let it tIen bce cm
definite suggestions
individual groups off
that thie marginal bi
"ccommon" stocks, is

184


