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have shown a tendiency to becirme more liberal ini the
matter of credits, due no doubt to the opening of a brandi
of a New York banik, and to the dloser study which lias
been and is being madle of South Amnerican corbrmercial
conditions. -

The reason for the need of credit facilities in South,
America is one that should be understoodi by Canadians.
It is a new land, and therefore cash is flot abundant. It
purchases largely, indeed most of the manufactured goods
which it consumes, »and being situated at a long distance
from the chi 'ef source of supply, it becomes a necessity to
carry large stocks. ,It is flot as if an importer in, say,
Chile,, could send a telegram and perhaps have the goods
in two or three weeks as may a merchant in the Canadian
western provinces under certain conditions; in the former
case the interval would have to be counted by months in-
stead of by weeks.

Some firmns may argue that. it is not because they do
flot trust South Amnerican importers that they require cash
payments, but that the extent of their capital does flot
permit of théir being out of the proceeds of their sales for
such a long interval of time as four to six months. This
bespeaks either an unfamiliarity with international bank-
ing operations, or the want of adequate bank credit, or a
lack of co-operation on the part of the banks.

Paylng for Merchiandise.,
The usual methods of paying for merchandise are

more or less as follows: (i) The importer may Open a
bank credit in favor of the exporters; (2) lie may remit
with order; .(3) hie may, if lie is buying on open accounit,
remit at lis convenience; (4) by a draft drawn on him by
the shipper, to be paid at sight or in whatever interval of
time may have been previously arranged.

The question of credit, as it affects international trad-
ing, is a large one, and lias naturally been reduced to a
more exact science amongst European and Eastern traders
than amongst those of the western hemisphere. The
objection mnost comnionly raised to overseas trade is, that
owing to distance it is difficuit to obtain reliable reports
and therefore undue risks have to be taken. Iliere is no
business man of any consideration wiose financial stand-
ing cannot lie ascertained wltiin -five to fifty hours by
means of the telegrapli and submarine cable. This may
be obtained tlirough the medium of banks, mercantile
agencies, or friends, or all tliree combined, none of which
is infallibie. But the saine means must be employed for
securing reports on customners residing in the manu-
facturer's own country, and it was not~ so long ago that
the western provinces were as inaccessible to Eastern
Canada as Rio and Buenos Aires are to-day.

A notable financier stated several years ago tiat
credit was largely a matter of cliaracter and tiat record
was of the highest importance. A comparativeiy poor
mnan,with an honorable namne may obtain credit that would
lie refused to a ricli one. So, while it may be somewhat
difficult to obtain an actual financiai rating, it is far less
so to aseertain the ciaracter a mercliant bears, that is,
whether lie is good for lis obligations or not. There
must lie mucli in ail titis, otlierwise the system of credit
would not continue to expand as it does, and the European
mercliants wlio have been practising it for so long would
cease to do business oni sucli lines. Tie idea of uniimited
or incautious credit is not contempiated for a moment,
but only that kind ýwhicli is allowed by the largest and
Most successful firmns.

Up to. the present there is probably no free discount
market in Canada for bills drawn on South Arnerica. Sucli
a state of affairs reacts disadvantageous1y on the shipper,
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Particularîy if lie is located in'One Of tlie smaller înland
towns or cities. Presumably ail drafts drawn ina country
town On Southi America, are sent by tie manufacturers
banik to their head office, and by the latter to theîir NewYork or London agency. Tie manufacturer lias to acceptthe rate of exchange fixed by the bank, wiicli may lie.tic
best of the day, nîthougli it is hardly likely to be so favor-able a one as miglit lie obtained if lie were able to offerlis draft to several brokers. No doulit in Urne , ifCanada's foreign trade expands, suci disabilities, astewill dîsappear, and arrangements will lie made wlierebymanufaCturers may be placed upon a more equal footingin facilities with those 0f the United States and Europe..From information elicited when in Canada last year,itwould appear that if a manufacturer draws a bill upona foreigni customer, the sum placed to bis credit will liedebited to the- total amnount of bis overdraft, where suchlias been, arranged. That is, if a manufacturer is ailowedaccommodation up to $ioo,ooo and lias. already used up$80,00o of this, and draws a bill upon a foreiga customerfor $ 10,00, the balance of is accommodation is reducedto $io,ooo, until the proceeds of the foreign draft are re-ceived froxu abroad. If sucli is the case, it does not seemaltogether fair, as the liank is doubîy protectcd; it carinot only corne liack upon tie drawer of tie 'bill, if itshould go to protest after due acceptance, but it bascon-trot of the shipment until tie draft is acceptçd by the con-signee. It may lie understood tint a banker in a small-town wiose dealings are confined to domestic trade, orperiaps with tic addition of some business wîtli ticUnited Staltes and the United Kingdom, is a littie fearfulabout buying drafts on South American countries, particu-
larly as up to a few years ago they were supposed to liein a constant state of revolution.
Bank Takes Some Risk.

The bank is forced to take sosie risk, and this variesin tie ratio of the stability of its client. If tic client lieperfectly sound tic risk is practically nil, but if not tliecontrary is the case, as in tic contingency of the con-signee refusing to accept the draft,' or being unable topay it when due. In tie former, tic shipment -of goodsmnay be tirown upon the liank's liands, ini wiici event itwould have to look to the exporter to make good any lossincurred. In estimating the degree of risk to lic assumed,in the supposition tint the shipper is known to be sOmle-wliat sliaky, and the strength of tlie consigacee is believedt<o be doubtful, due regard mnust be givea to the contentsof tie shipaient, and also to the commercial and financialconditions ruling in tie country of destination, thte repu-tation of tie bank's agen ts, and as to whetlier they canlie depended upon tcs do ticir best for their clients, etc.For instance, the liazard on a shipment Of staple coin-modities wien trade is lirisk is sniall, as if it is tlirownon thc agent's iands,' to be sold for his Canadian client'saccounit, lie will prolially relz on the goods witli littleloss, and May even make a profi. If trad1e be siack, how-ever, the difficuîty is increaed On goods suci as motorcars, whici have a ready sale when business is brisk, butarc a drug on tie nmarket wlicn it is fiat, tic risk tienvaries with trade conditions. A sbipment of perishalilegoods affords the nminimum of safcty, as it xnay de-teriorate, and buyers knowlng tic circumstances,' and ticurgenicy for an early sale, invariably boid back to forcedown tic prive.
Such being the dlrcumstances, and conditions inSouth America being as littie known to thc average bankmanazer nz t-~ 11- -


