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THE GENERAL FINANCIAL SITUATION

The recent eircular issued by the President of the
Canadian Bankers' Association, pointing out the
necessity for conservation and curtailment of bank-
ing credits, has been taken by the business com-
munity as an intimation thut lines of credit will be
carefully overhauled during the next five or six
months, especially during the period in which the
banks are making their new series of advances to the
Dominion Treasury. Returns issued by the Finance

t show that in April and May the banks
rediscounted further amounts of their securities (or
commercial Jmper) at the Treasury, causing thereby
a€orresponding inerease in the volume of ominion
note circulation not covered by gold. Thus the
bank statement fer May showed an increase ol
$8,000,000 in the Dominion notes held in bank
vaults, while at the same time the Dominion notes
medged the banks in Central Gold Reserves

creased $5,400,000, This increase of over $13,000,-
000 in the direct and indirect holdings of the banks
is balanced by the rise of the Dominion note circula-
tion from $255,600,000 to $268,700,000. Dominion
notes. outstanding against deposits of approved
securities, under ce Act, 1914, be;\)% $95,145,-
000 on May 31st, as against $81,895, on April
The increase of $13,250,000 in issues against
securities during May followed an increase of
$5,230,000 in ril. So in the two months, the
banks have ted paper to the extent of
$18,480,000. Although no official lanations of
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belief is that the British Treasury
bills, or other roved securities, to the Finance
Minister to e in part the necessary funds for
the':l:r“rd credit lines of farming, mer-
cantile and acturing customers. be
noted that the banks were obliged to expand their
rrmtlnununddheounu m
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issues vely last fall to
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$76,665,000 on March 31. Similarly when the
special loans which caused the note expansion of this
spring are repaid, the Dominion issues will again
contract. Probably it will be necessary in the fall
to have recourse extensively to this method of
finance. These proceedings throw a side-light on
the general monetary situation, and they give point
to the cireular on conservation of credits issued by
Mr. Pease. As the bankers were obliged to redis-
count their securities last month, in order to provide
the means for fresh loans to regular customers, it
seems certain that when théy this month commence
to make their large special loans to the Minister of
Finance, they will be ferced to regulate their ordinary
loans and discount carefully, after the manner sug-
gested in the Bankers' Association cireular,

It is not thought that further regulation of credits
will have a material effect upon interest and discount
rates. The quotations for call and_time loans on
honds and stocks and for the best graties of mercan-
tile paper have not varied greatly for some time,
and it is expected that the market will be fairly
steady during the immediate future. Amcrican
exchan%e continues to be quoted at premiums sub-
stantially above 2 per cent. As the business com-
munity has abandoned its hopes of a large Dominion
loan in the United States, it does not seem that
relief can come suddenly or quickly from other
directions. Such . relief as is obtained through
reduction of our adverse trade balance and as 2
result of American war orders placed here will
necessarily take effect slowly or gradually. When
the 1918 grain crops go out, however, there will
likely be a pronounced improvement in the exchange
situation.

Financial atmosphere in London steadily grows
brighter as a resulg of the improving military aspect.
While waiting for Hindenburg's final grand assault
the Allies in the West are every few days winning
local successes of considerable importance at various
l):inu on the long battle line, ese smart actions,

which the Americans frequently participated, have
served to keep up Allied confidence and presumably

have disarranged, to some extent, enemy plans.

ank of England rate holds, without change, at

b per cent; discount bills in the open market at Lon-
don also are unchanged at 314 and 3 9-16,

In New York call money ranged from 4 to 6 per
cent. Time money continues to rule at 6 per cent,
borrowers however endeavof to supply their wants

at 53 on industrial collateral and 55 on mixed

Mercantile paper com 5% to 6
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