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THE
EXCHANGE RATE

IV.-What Controls It?7
IN No. Il. of thia series, we explained

why the fereigun dollar is a Coli)mlodiit'y
andi not nieney, andJ in No. III. the in-

-onývenien-e of sottling international debts
In geldt, which le'd te the systent of Bis of
E x Chanige describedi below,

Sales of exported goodas are usually
settledl for byv the vend(or dlrawing a draft
oin the purchaser for the sumn due, which
dIraft the vendor dteI)sits in his batik.

Ilis banker forwardIs the draft (în suceh
a transaction calledi a Bill of Exchange) ta
the nearest meoney market, p1r0bably, îi
the caise of ain Amierican, te New York,
Chicago or Saý2n Francisco, and in the case
of a Canadian te Toronto or Montreal. To
dIo this it is not necassary for hirm to insure
bis latter or even te register it, for if the
bill were lest, ha could get a duplicate.

For instance, if the vender lives in the
Unitadl States, ha will offer the Bill of Ex-
change for sale, say, ini New York, as Can-
adian funds, bacause the draft is payable
in Cainadia.

There may bie several persans in the
Market who want te buy Canadian moey
te pay for goudas bought fron us. If there
are miany such persons and only a few
drafts on Canada ara being offered, the
Ibiddîfng, is keen and the price obtainable
for the drraft ge,(es up.

If, however, there are few bidders and
miany drafts, the holders et the drafts mnay
bae willinig to loear the price they ask in
ordler to obtain their nioney at once.

This bringa us ta the influence et the
balance ot trade on the rate of exchange.
We will dleal with this aspect ef the sub-
ject next waek in No, V. of the sries.
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