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THE GENERAL FINANCIAL SITUATION
(Continued from front Page)
export also, as much as possible, to whoever else
will pay cash for their purchases. There is no
short and casy out of the present state of affairs,
and the sooner all of us make up our mind to that
fact, and act upon it, the better.

There is reason to believe that the presen® condi-
tion of New York exchange in Canada is baving a
considerable effect upon the volume of Canadian
bank deposits. A vast number of American cor-
porations and firms doing business in Canada
through an agency or branch are normally accustom-
ed to transfer their Canadian funds home frequently,
leaving only in Canada an amount sufficient to meet
current expenses.  Under present conditions, of
course, this can only be done at a heavy loss, and
there is plenty of evidence av_iable that these cor-
porations and firms are allowing balances to accu-
mulate in Canada, pending a more favorable condi-
tion of exchange. With exchange continming un-
favorable for any prolonged period, these balances
may be expected to reach important proportions.

The information which comes from Ottawa that
the Minister of Finance, now engaged on the pre-
paration of his new Budget, is rigorously paring
departmental estimates, is easily creedible.  Sir
Henry  Drayton has no easy task before  him in
making the needs of the national finances for the
current fiscal year meet as far as possible. Doubtless,
the knottiest part of the problem will be the tormula-
tion of new methods of laxation anu the adjustment
of existing taxes.  Sir Henry intimated some time
ago that possibly the maximum of Federal taxation
in Canada had not yet been reached, and no ecasy
letting down of present imposts should be expected
by tax-payers. 'The weakest point in rergard to the
representations which are being made bv Board
of Trade and others in regard to the reviva! of the
Business Profits War tax is that no alternative
forms of taxation are suggested. Yet it is obvious
that if this Tax is not revised, alternative forms of
taxation will have to be found. A heavier rate of
Income Tax upon corporations might be imposed,
but it would have to be exceedingly heavy to com-

pensate substantially for the very large revenue now
raiscd annually through the Business Profits War
Tax. The 1919 scale of personal Income Tax is
already as high as that of the United States, yet
the Budget estimate of receipts from Income Tax
during the current fiscal year is onry $20.000,000
whercas the suceessful flotation of the last Victory
Loan added very nearly $10,000,000 annually to
the Dominion permanent intervest charges.  Obvi-
ously, the present is no time for the abrogation of
established forms of taxation in respense to the
demands of mere theorists.  But we are welined
to think that without waiting for the results of the
labours of the Tariff Commission, somethi g might
be done in the imposition of higher duties upon
imported luxuries.  Fven this matter, however,,
needs handling with extreme care, since to impose
an additional tariff upon, for instance, Freach pro-
ducts of the luxury class would inflict consider-
ably injury upon our ally.  \Whatever plans the
Minister of Finance may formulate, it should be
borne in mind that heavy taxation is an important
auxiliary in the process of getting out of the present
financial cheos, and that all the nations concerned
in the war are now paying heavilv for the past
timidity of their governments in this respect.

Our old familiar friend, the Farmer's Bank, has
again made its appearance.  In a discussion in the
Saskatchewan legislature, the Attorney Geveral of
the province advocated an amendment to the British
North America Act to enable the provinces to in-
corporate banks, a course of action which does not
apnear to have any particular hall-mark of inancial
wisdom about it.  Another speaker proposed the
establishment of small banks, with the provineial
government, subscribing 50 or 60 per cent. of the
capital.  This that the Saskatchewan
Farmers, who in recent years have been making mo:e

suggests

money than they ever dreamed of five years ago, at
the expense of the community at large, are ac quiring
the hubit of relying upon governments instead of
their own efforts.

TRAFFIC RETURNS

Canadian Pacific Railway

Yeor to date 1917 1918 1910
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