
THE XONETA

These figures are exclusive also of war boans of
$7o,ooo,ooo, mnade at the rate of $îo,ooo,ooo monthly this
year by the British authorities to Canada, under a special
arrangement.

In announcing the pbacing of the $45,000,000o ban
last week, Hon. W. T. White, trinister of finance, stated
that the considerations which influenced the making of
the new short date issues in New York were as follow:

Relief to the amount of the boan will be given to, the
London market w hich is the source of the Imperial borrow-
ings f rom which the war e xpenditure of the empire (in-
cluding Canada) is financed.

By borrowing in New York rather than in London the
exchange situation, now so greatly against the latter, will
be benefited.

A boan of such large 'amount effected in New York
should tend to, improve exehange conditions between
Canada and the United States, exchange at present being
strongly in favor of the latter.

SHaving regard to the loss in exohange (amounting to
one and one-haîf per cent.) in transferring funds from
London to, New York, which is the Canadian exchange
centre, the rate of interest paid on the New York loan is
as advantageous as the rate at which a similar boan could
be placed in London. Payment for the securities being in
New York funds the Dominion gets the benefit of the
existing premium on New York exchange in transferring
the proceeds of the boan to Canada.

'No treasury bills are now outstanding against the
Dominion and the amnount borrowed will meet its require-
ments tlI the end of the fiscal ye 'ar. The international
exchange situation was discussed very f ully by the finance
minister not long ago, and bis statement on this subject
was printed in The Mlonetary Times of June 25 th last.

The trade interests of Canada and the United States
are very strong, the trade balance naturalby running
against the Dominion. We buy more in the United States
than we sebi and the former medium for adjusting the
situation, borrowing in London, has not been availaole to
the same extent as in normal times. While we have betn
buying less and selling more abroad since the war started,
and the balance of trade bas been shifting in favor of
Canada, placing the country in a better position to meet
its interest Obligations, there still remained the need that
new capital should be available for work under contract
and other expenditures deemed advisable even at a time
when effort is necessarily directed toward, restricting new
enterprise. As the restricting of Canada's buying power
inevitably reacts on United States trade with thîs country,
it bas been evident that if the United States intends to,
hobd that trade,, it must to some extent take the place of
London in advancing credit to Canada, and in adjusting
the financial exchanges between the two countries.

During the twelv\e moriths ended 19131, 1914 and 1915,
Canadian-Unîted States trade stood as follows.

IM ports from
Year. United States,

11............4 10, 786,000
1()15..............428,6I6,000O

Exports to
United States.

$1i67 ,0c-,000
20)0,459.000o
215.409,000

British governiment credit iS, Of a 4 5 per cent. basis
and that fact miust be kept in mmlid by all borrowers in al
markets. A promninent Canadtan banker, discussing the
British war boan, said that the object lesson of the boan
for Canada wvas that more favorable conditions for bar-
rowers are flot'expected, for at least tei years. Canadian
provinces and niunicipabities that, since the war broke out,
have been borrowing with a light heart against one, two
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or three-year obligations, should profit by the lead nowv
given by the most important borrower in the world acting
under the most skilful and experienced advioe. This
British loan has seemingly set a fresh standard of values
for ail stock exchange sýecurities in the British empire, if
flot throughout the world at large.

The Canadian boan of $45,ooo,ooo was very attractive
to investors who will secure 5 per cent. on their money.
Buyers also have the option of converting the one-year
potes in nine months into 2o-year debentures bearing 5
per cent. interest, and also the option of converting the
two-year notes into 2o-year debentures bearing interest at
5 per cent. These are attractive terms, but the British
governit-ent, as stated previously, also extended very
generous terms, both in the matter of 'interest rate, con-
version and other privileges, in its recent war loan.
Criticisms as to it being an expensive issue were made
about that loan as they have been*regarding the Canadian
boan. Money market conditions, however, must be recog.
nized and neither the British nor the Canadian govern-
menits could afford to leave in doubt the results of the
success of their boans.

Sir Frederick Williams-Taylor, general manager of
the Bank of Montreal, which is the financial agent of the
Dominion go'vernment, negotiated the loan as the agent
of the government. Sir Frederick said, when asked about
the New York story that the ironey would be used by
Great Britain to buy munitions:

"The following statement is authorized: That the
proceeds of the boan wîll be used to defray capital expendi-
tures upon public works and undertakings under con-
struction in the Dominion of Canada. It is obvious froni
this statement that the report mhentioned is not the case.'

In view of the heavy financial demands which will be
made for the movement of this year's crop and for the
extension of credits to those engaged in producing muni-
tions and other war material and supplies and to, the
business and agricultural community generally the
minister of finance did not think it expedient for the
present to resort to a Canadian domnestic boan issue. The
general opinion appears to be that a Canadian boan offered
to Canadians would prove a popular issue, and that there
would be no difficubty in getting it subscribed. When the
British war boan was announced bast month, there was a
disposition here on the part of investors to subscribe. The
pronouncement of chancellor of the exchequer McKenna,
however, checked this tendency. He said in the British
House of Con-uons on June 3oth: "Whibe anxious to
give the residents of the overseas dominions every oppor-
tunity of subscribing to the war boan, 1 hope they will flot
lose sight of the fact that they can do a greater service to
the empire by lending their resources to their own do,-
minion, and so, reduce t he calls made by those govern-
ments on the United Kingdom."

.Mr. H. M. -P. Eckardt, who has frequently contri-
buted to The Monetary Times, writing recently of a
possible domestic boan, pointed out two principal -objec-
tions against such a loan froni the Canadian point of vriew.
The first is that the db'stributtion of the bonds here in
Canada would absorb mutch of our lirrited supplies of
ready mroney-all of which is ordinarily needed for other
purposes; and the second, that the financial operatia s
following, a purely domrestic boan would have a tendency to
turn the exchanges with the United States more decidedly
against uis than at present. Mainy pecople have the idea
that if a $ýio,ooe,ooo, -,ar loan were placed in this country,
niost of the money wouild come out of the sa-viqgs depart
ments of the banks. Perhaps a considerable surn wuou-ldc


