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SOME POSTWAR FINANCIAL PROBLEMS 
.*• ,» î^r.-îyica -depanns 

. Speech.by^G*^F*.vTowers,oGovernor;-Bank of Canada, H • 
to Association des Licenciés de 1 UScple.des Hautes--^'—7i.es 

, -^Etudes-Commerciales,-Montrealf'*****SSl"*** •»■**«** 
Vrr ' 

MR* PRESIDENTt^e SJni.ted States a. 1 

..ipjt .is indee&a pleasure -to-come to Montreal," my home town, 
A r -ra «»hed • live-. unto 

to attend the .annual dinner, of the Association des Licenciés de 
, ... Xj? v . . • -i, 1- J 

^ Vi*'?» 1*0 545*r to—Si* 
1*Ecole des .Hautes Etudes-; Commerciales*-'1 In particular, I am happy 

, . _ - ,4... ;;; *>«•• Canada* 
to be present, when-you. welcome.your- newmembers;the ‘ young men who 

*.••. - v. . "i&U&w -f-v-o ^-fnaneial end- 
have just completed* theirtstudies*o 1^should "like-tok express to them 

1 

f&v six years the my best wishes .for a happy sandasuecessful future* 
H£T. OCon&Bio P a • - 

' \thtjrwax, and 
. .^When^weathink of^youngcpeople"starting’out in the world dominating *o**«»* * ° . - -• 

~... ■. ': 2 „ • ffrffl.-8 ' in many" 
to-day, .it is^borne-in on usnthat-It-is1 ^jus t auyear since the end, of 

the, war againet 0Germany,î.and less than nine months since the collapse - s 
. p<^:*****« •Physically 

of a beaten Japan, jUnder^thei final horror-of the atom'bomb. For six 

_ "■ ,, -I-.?.. ■*« Htstacles 
years Canadaihas .been at .warp; many change shave taken; place here 

. ->-vny other-country* 

during that ..time,-rand even, greater1 changes in the countries where the 
.. “ * ./ • ;   

' ' - . ■ _ ^ €Uni - .. ;• 3i <fk ft V* 4.3 no X-S3 
armies fought+jandjjfche^airoforces-dropped destruction from the skies* 

,, **«.aKr**l a-i4irtod. 
It is not.going to^be^easynto build.an economy of peace and plenty, 

a social orderrofijustice and" decencyin a world which has suffered 
- ...w*<- r..'*cc?\iras.evtR»nt 

so much destruction, and human ^degradation,* It is to the young men- 
- -.4. 'jv- •i&S&iM tfteiT influence 

of to-day. that,we, must, loolr for/rnew ideas,-for strength" and buoyant 

— » ■ ^ » „ .r ' *.#*’ -{-y aisâ social 
spirit; and. it. is they; who, in ;the> end,'^however-much they may be-, 

- . • ■ —■ • . ■.(> 

discouraged at certain times, will have the satisfaction of 
1 '* 3 ^ .«t VT-T.-V v* . <s ^ 

achievement, of„ determining -ihesfuture of ^ the-world. " ' - " J 

My ..own. field, like yours,, is that of economics and finance 1 

t *'2*t 
In Canada, .this means that one is "concerned as much with international 

-it- 

■<* v* r* o 
“ < * 

matters as with purely domestic activities*— Our country which extern 

/! 



so9KB POSTWAR 5^ of Canada, H*7 U 1^$ 1 
    ^^tw^ernor? J*8*0: ^ Aj, ,Hgfl&gSi«^tltoa£M£iJI -^t:, 

--2- 

from ocean. to -ocean aero'ss -the .northern half-of North America-dépends 

for its ëèohômiécexistence.upon its- relations with other countries, 

particularly the United States and. Western Europe.' -Our geography Mhsr 
r1 " ■ - < '' _ ^ • >k 

determined1 our^history-pwe^arê so-situated,luso -const!tûtèd-and so 
• * V -'V-i.. - - - • • ' ,! 

peculiàrîy endowed that?we-could?n6t°'f!’even if we wished, X'ivè-unto 
.. • ■ L . ••• •* • — '--- . - •' - J 

iôurselves^alohe^^iccordïngïy^Éach’thatcieshàll. hâve to-say-to-night. 
.. {. Jw-.jSrsti. -i-.+tj) '■ *■ ■ v. ... .i,-.. T .■* i 

rwilliref er^t^intërhatîonaî^dêvèîopments^^âs c they *af f èct ''Canada 

program»* 
flM « -• <-v-: "A"»? 

- 
® ^fiât^flrstf^ilï^âs1 cas t°ouPëy essback"ovèr 5 the ° f inane ial1 and 

,.J. - ... .... :v'.î- MOS*-# vvjyni»^ ...••-*t*?;. * ’* * ■' • - - “ 

iëconômic^Ipectsnoif^Ôuraiituatîonasîncêï>i959rccFôr‘ssixaÿëârsn€he^ion 

&&*,- . '.V.- «»| â 'A-*"4 - ' ' *-•!* ♦ -»•.*•. ?*•*-?- <=, . V*’- -V* - 7 - •.<••--• * »,*■„}..* »... ifrT -V-v *f f 

^ominating^concern-of^the •nationJ-was*the prosecution of the-war, and 
I , > . - • *.r, ;r. i J.- ... f. • - ■-r * - .»Vi> , 'JUr. .... - • ' • - - *■ tfc> ? • c. : . ,..A > ^ •• >.w ...v.-•*>'-* . | 

‘,a r ^ "T* Q “*m vt a — «■* 4* ^ '•* ?î» ^ T ▼,*V pi^, 4 

rways , ^ both* good anà^bad. 
f; -. ■'» . ■■ - ■ ■■•• r 
one group a^ haàabécomê9a platitude that KVüîstever is--physically 

: v-'v- 

- 
• -v 

f 

possible is financiâilÿ^pôssiblè*.orCertainly no9financial-obstacles il cM O* Por 
,.-t 

TO^T eweré3plâced in0ther'way of^hë ^wâ^éffôrt^ln^thïs 6r any" Ôthèr4country* 
,. - , , : ,. . % - v - • • *■* - , 

^But financial and economic-policy^ixr the broad senses is no less 

^importânt^on-thât account!?2 Tfie particular^fijaancial'methods Adopted 

û<\+ -QXX '‘th© o»ot»oo -«•P ^c« 
''i r> . -I*. ♦■< -V*;>- 

L policy as a whole, through their encouragement 

3 
’ from time°to-time-have a^profound^effect ~on the degree of-succéss 

, • • V v-:- „A-i'W2.-'>iir iX: -->7W,. -, ...» W 6f - H 
• % ■. . * ' • -f e T Cî_* 

Jr**- ^ r* -? '••■-. ?• - 

or discouragement of 
- K 

■*V> ct On A»* '•'i^ ^ 

«wtHgs^or ■'through*their influence 

t c n-" o -n?V> «3 "t “•■¥ a r* 

■i 

in promoting or-failing to promote^a feeling' of eguity and social 

-Justice ou^ bheir current income instead of spending or attempting. 
c* — 'If- pT 1 ^r* T r!^ *Î-V> ^ ^ 3TwV«a t 

- Modern war'creates an insatiable‘demand for everything-that 
■• -T —. x. 5 \~i -xv+fa.- r*o C t1. "A Co» ’^rr f^vciC ^ f rr r» fî r~ **•♦<■>.“?>.:*' *« Vi V'^T* /-* f *-v -f* 

can be produced, for constant'expansion of productive capacity, for 

•V, 

the a]JLotment 'of human and material " resources' in the greatest ,y 

W -, i ^ ^ T% . ’» Vi' r** v5 * -t « 
. - possible-degreé* to the supplying of'muni tiensr to the amed:‘f6rces, 

v:siiss- and et JrU t 
iûw witutivcs *iiich invest - the savings of 

t > 



of food and other essentials to both the armed forces and the 
n. y.ais, or from the b&nidâig.. i* Only to r&n extant 'that' 

civilian populations in the theatre of actual warfare. As the 
. i5 are raised,, directly. or indivsctiy, from cm-ren- 

physical problems of production and transport are overcome, and a 

indeed of over-full condition of full employment is reached 

employment, of strained productive resources of every kind 
SO ca cent -of subscriptions 'to Tie tory- Loans and other -gisverrjsent 
great problem of inflation arises» No matter how high production 
>©rrosla?s during".the war came frost l^dividtialB a£d savings bodies. 
may rise, if nearly 50 per cent of it is directed to the war 
Lft-;r rilowink for certain' salas since the issue of the bonds, these 
programme and not available for consumption, a. most serious inflation 
;rci, ; ■ ; till hold70 oar cant of the ' wartime .increase in : the" national 
is threatened*,;». Indeed,, unless a reasonably successful anti-inflation 
teht. ■■.'rtal savings by individuals in the‘form’of-bonds, ' 
programme is carried out,. the nation will not succeed in making a 

«vitifl depositsr/currency sad insurance are ^6~a“verv 
;Iargs extent ' 

full war effort,-and the attempt to do so will be much more costly in 
he c•-?* siàa of.the uicture presented by the increase in the 
money terms,, and will lead to unbearable social conflicts as first 
mfelic ’ -L>t. " • 
one group and then another finds its position seriously injured. 

Those "figures tali' the story of a magnificent savings 
In the first year or two of the war, there was room for 

expansion of production without undue strain, but from late 1941 

and especially after the United States became a belligerent also 

the maintenance of a maximum war effort without too. great or too 
: ie £acv'.thad the Cuebeè COTjsmittees' and thé «individual 

rapid a rise in prices was the dominant objective of financial and 
ii'r ■-■■■■ of Quebec established a "magnifie'ant. .record 
economic policy. 

Taxation and Victory hoars àre financial methods;" in ' 
The first weapon-in the fight against inflation is always 

>d,i : n,; tiers are the direct!physical controls-Of broduc id eï* end 
taxation; the second is the encouragement of people to save whatever 

• ■ 'ionl ?"T h.ibi15.ns; or restrictifs; fc.be uroductiort• of' 
possible out of' their current income instead of spending or attempting 

’’O'^ds»* ■•••••*;;■* fcfon between cfvi 1 • — Triilit— t*ÿ demand for" 
to spend it all. Taxation cannot do the whole job* The target which 

■-i ^ •* p "* Û ***** t j ? . * •*■■■ '4 rjp -•» \ *1 • ?**... , * ; T r'^ T! fd 

was achieved was to raise by taxes slightly more than 50 per cent of 

borrowing or from insurance 

companies and other institution* , 
uxtu-cions which invest the savings of 
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individuals, or from the banking: system». Only to the extent that 
--1.V v ."-3 g '-jvnn wW«a "/gwy o-»—■; *4- JJ *..., .*_. .. 4 .• - . .. ,■,,, 

the funds are raised, directly or indirectly, from the current4- 
7\ '**<’) 

savings of individuals out of their current incomes, can borrowing 

be said to’*be ah effective method of combatting inflation» - Over 
-H2.r.nt s.‘iù.ins? a TO! era"b" p «T-’’ V*>I «rv^r- 

80 per cent of subscriptions to Victory Loans and other government 
~33se domestic nrohl^t »'■** r* *y> <3 ^.■■._•*•* ^ 

borrowings during the war came' from-individuals and savlngsbodies-. 

After allowing for certainsalekisince the. Issue^of the Ixjnds^these^ . 
sventuallv disatr>*ar» V-,:; +>œJ- *■_ 

groups still. hold:70 per cent of thë-wartime increase in the national 
should Taenticn an i??hO?t?nr:. rather. - - - ~ ' 

debt* Total, savings by individuals in the form- of Government bonds, 
affairs, namely, foreign exchange control„ -«. **•£*• •»■> 

savings deposits,. current and insurance are to "a very-large extent 
be a continuing pos twar ins titut^ on îcur'arï?da.* -»>- g;1» OT* 

the other side of the picture presented by the increase !in the-f-. -, 
oust ries' except perhaps the United States. 

* 
} 

.il 

-, -.-4 t 
public debt*, ; . :. 1 : j ^ y* f.: • ■ ' ■" tc CHMt'f hi 

These figures tëînthé"story of ‘a mâgnil icent savings/»f 

effort by'rallHhr^pedplen^CanadaJeandrSf 1theeuntiring^effortsFof 
■*21 to existence on ,-1» , +- -J-, -<, 

the thousands, of persons 'who helped" to " or ganizëwand-Carry-’on, the-^44- 
declared war on Germany* - iitbavfh --a fv.4-no- 

national savings campaign*. :In this effortpl'am.happy3 to be able*to -& 
had been done, .fh?- ir.trcdurt.ion -AXXVX-* * J.*- ï *«,= « «*1* 

record the fact that the Quebed committees and: the individual 
difficult task* It had to ha do«e iht e»-* tb* 1*î^)w«tsT,/.ûo 

citizens of Quebec established a magnificent record. 3 1T?t*^ftances 

■ of that time anv prslimimrv not?, ce • wot^d ■^'5o,»r•-« 
Taxation and Vic tory Loansare f inancial . methodsin * 

•n.?.?raTated that flight,of cand tal'arai• initabil-f -«,+.0>, 
addition there are the direct physical controls of production and - 

which it was, the vervjahiect of th» <;->nt£ot .tx» *. vcr.^^0^ '«,1 
distribution» By prohibiting or restricting'the production off '" * 'j*~- 

loo was done, w*th th« <*.•** i „,.*>■*>--- ».•<*•*».,..-T »- 
certain goods, competition between:'civilian and'military demand for1^^ 

cosr?^rcIal' Ir^s^n^sses -s*s^ *,>,» J.. a . 
specific materials or production facilities is reduced^ By rationing 

' .b* ■Pf'o •*» ^ T)ud/iC-4 ^ rv--^*y -r --x ooyo,,,,*,^ ^ * M.., __-n 

such commodities as are available in limited quantity, the: bidding -up 
of ' "'-Id and f '.--rj Q~rr-\r.-rs'r»î TAO^ "hr.».-' fr. A«O-»»4-VV* ^ 

of prices is likewise discouraged and more equitable distribution 

achieved» Finally, there is price control, which alone could not 
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possibly succeed, but in conjunction with the other methods it 
yh■> drain où •- forai-cs resources, “.«spec: 

provides one more very explicit discouragement to inflationary 
. •; •; • tieo and a half y^ars^ qr toe-war, *sae a S2TOiT OX 
pressures and plays a most important role, like rationing, in 

ive 

•—^ UU,V -Li LLO i. 1- -v -Mi K 4-'- 

protecting the weaker economic groups in the community and 
- :'P;T buj from us; because of the. zyatur»- or ou* ^ -*ü *--is 

maintaining a tolerable social balance* • .-.-v 

d.if cnees- bat we an cur two. countries*-■ Sbrsaliy, . arq. r»3*r x© 
The domestic problem of inflation has continued from the 

ci.*; ’cf ;s because we 53Li more to Great I3riraxn o^uer 
war period into the transitional postwar period, but will, we hope, 
cov.,v>: ,eà" than ?*e hnjf. from' them, ihey -.pay • us t«â: CLULerene*, **fcû£ 
eventually disappear*; Before pursuing that subject further,, I 

•n«./ rn,î United States,1 .and. the. bnited--.states in oam pays ueitsua. 
should mention an important matter in our international financial 

.-J »-• -• countries*- Bue the comlcg of sir it la^cw^-v *»IîîIv-'-ou* 
affairs, namely> .foreign exchange control, which looks as if. it will 

tamers 'could not long -continue to provide us.-wx-sn u,i>- aoliars, 
be a continuing postwar institution in Canada and J.n all other 
or cc keen their ova. currencies converti eue u*o, -aM 
countries'except perhaps the United States. _, !■ / . . > . ;iL . 
we o'irseîvè.s, therefore,'had to be prepared, -to limit, by one method 

The Foreign Exchange Control Board was one of the very,- , 
ty~ ,3other,""our expenditures in • tne United ©sat«s, • i*i p*. 
first special wartime bodies to be established, having, been brought 
to- -.-::event “the add ad drain .of a possible. mgav.- os- -c^lviu 
into existence on September 16, 1939, or just six days after Canada 

I "will not go into tie details- of rfaat «as -wa*®-*- -At.-ouü 
declared war'on Germany* Although a considerable amount.o replanning 
t' - ■ Â’â were very near. the bottom of the carrex., -c-uv* «fàsyQ: - chc. **« 
had been done, the introduction of foreign exchange control was a most 
**,-.*. -V* , --rfi «nIJ--3. 'vüT3. Ui ' 
ï • .r,. i •' ‘1 v« V» W? î.l -J ^ '**• ■*» ■»! ■ *— *** <• * 

difficult task. It had to be done overnight, for in the circumstances 
A L .icizig war orders in - Canada > »s were - aoie -to -go oy vii&« 
of that time any preliminary notice would have .encouraged,and 

7pt--establish ofir former ^igqjswweyes^of- gold ap4 -u* »>* aifct.Ai^v^rs«r 
aggravated that flight of capital and instability of exchange rates 
-, - ^ ■ ‘wioii to-day S££7$4 - to g coo. « ou- i. ***-**■ ^ ixti/ia d. 
which it was the very object of the control to prevent. .However, the 

j • -ic-ok is so’ good tiiac w© could run. cne xus-i o~ v-.1^^.%^;^, ^.u-v 
job was done, with the co-operation of all groups affected, the banks, 
v. ..lii-ry oi forexchange 
commercial businesses, exporters and importers and the general 

JV 3 • - IHcCte C'V -v.-L w-LL-i. Oi ■»-*- ‘g. “• - *•*—p 

public, and effective machinery to safeguard and conserve our supply 
»!r-wx*?-liions expanse* • iii imposio* 'j.oiu.vj J*"— 1 

of gold and foreign exchange has been in operation ever since. 
- ;v-:iars .1 ao ao-.; apeia /.x.? ax - ^ 

rîiêgP'p 

. - 

r»8 

* v 



first 

concern. 17e ' cannot help' hat buy much more from the Uni ted States 

than theybuy from ns^rbecause°of^the^nktidre5'of dur trade and the 

differences- between*our two countries.^'normally,, we are- able to- 
**•Tî "I d^'V'**Ir" -n*? '-"1 - fvi-# i *. . i. . ^ *. * A 

do ' this" because we sell More "to GreatiBritain and Europe and. others * 
> b ‘ iTf-i ifr**!* -♦» A *VX~. , . _v! .... --, .* - 

countries than we buy from" them.' They-pay us .the ' difference* , and we 
t*Vl*P * TÏI*n(î1t(»M “Vfî ■~rc*A'B'-'--*y*r* «* -,-**• *Vi f, : ^ 4 j :. i, _ 

pay the'United-States, and the United’States in turn-pays' 

other'countries.. * But thé "coming* of waf in Europe" meant tha tVour 
undr^anied^f * a^e'*x if ’*«i-*-**•*-»* ’ï^O «VüJ_O«■ «iVa- in '- r customers could not long'continue'to provide-us: with U.S*^ dollars, 

s* •>IV * ' T 

or to-keep their own currencies convertible "into U.S~. dollars , :and. 
SA'^'tTÎCAjl ayxi'-a —vs> une,1 «"V, »^,n4.4^._ 2*'--X±~. ■» , , 1 

we ourselvès, therefore/- had'tobe prepared- to limit, by* one method 

or another', bur expenditures in the United States, and xn particular 

to prevent tneadded. drainiof a possible flüghtbof capital. :- . 
s’e-rvicaS-'liiwiiaaStn #>M r*>rs*» x-^i-çrK -»•*,--A-V ^ - rwiir not go into the details* of-what was done;1 %trone 

time we were veiy near the' bottom of the barrel, but with 'the aid of 

our own contror measures and of the co-operation of the United^ States 

in placing war orders in Canada^ we were able -to -get by and^more than 

"re-establis^our^former ■^eServes^of sgbl<i and-Ut'3ST- dollars^ivbür 

position ^to-day "seems 5to* be2gbbd^rbut:‘il" do'not af eel^thaiithe ^future 

outlook so fjgood thaFwe could'’run the risk of abandoning, the 

machinery”of"foreignr exchange control;^ accompanied by greater 

' T* V *3 - 

ecualisati^ L • y» -~> -> :* ■. v* 

We^are accustomed to think 'of war as a great 3burden; -a 
ç; . * *$ .> 

tremendous “expense, an imposition of hardships which will endure 
' ’-p") • -a -a j T1 ï*ewc® ■? *- « -..+■ , v - *' 'i. 

for years afterward. ~ I do not speak now of human misery, i of - the 
“• i' - r'-*1 r t>f* •fV (- vs r» - a ■I-'1-, -r! *,■***• .,-J.-îsr'oWr 

tremendous personal sacrifices of the fighting men and their 

Y3 4 1-Î 
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families, nor of the sufferings of civilian populations in the -u- -* 

battle zones;1or under enemy occupation*' I am talking only of"the 

material cost.-of war, and its effects, the production of vast 

quantities ©f-goods for destruction rather than consumption,.-’ the r»r 

using up of-material resources*—The extraordinary feature of the 

material war3effort :of both-Canada and the United States-was that 

did not involve a-reduction"inutotal civilian consumption,- or in 

total production-'of goods- andlserviees -for^civilian use,-but-came 

entirely outeof ia-tremendous ^increase -in-production.. Previously .... ..V' - ; • 

undreamed-ofslevels 'of -économie^activity werePachieved^vunder-the w 
• ' - 4 "■ g - ' ' • ' 

stimulus ’-of-^inexhaustible demand - for particular-types ofrgoodstanda 

services-andla-dominating^national objective.c^Kln: the- course ^of. 

.this war èftotij the standard-of living of the people as^a wholea 

rose. The "production and-’-coiisumption of civilian goods andjsilable 

services Increased to and remained at a -higher level^than -ever0i> 

before in our^history. Undoubtedly some "* groups,’ particularly- those 

of the upper-band upper-middle ^incomes,’ suffered a - curtailment -in'i 

their net-incomes and in their .standard -of 1 iving,- but -the great 

ma Jorityp«especially agriculturalists and wage-earners y received 

higher family-1 incomes and -bought- greater physical quantities of - 

consumption-goods than ever*before. »** * being.maintained. 

r.± A3 

at a;very 

b.; '-This"raising of total consumption accompanied^by greater ts 

equalisation of incomes and ^living standards -i s typical of. the 1 e 

early stages Pof.iany period of full employment, and. should be a being 

social objective at all times,-but it would not have been possible 

in the circumstances of the war if these various anti-inflationary 
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measures which I have, mentioned had, not ..been,reasonably,, successful. 

For total money incomes .of*.individuals more than ,doubled between-» -her 
QAl-J UC U ■ * .V'.- V4a- **--* *•  ■'**"“ * " 

1939 and 1945, even after allowing for personal income taxes, while 
■ 7 \ l". £4*à if »>,;• •> ^ ■«if**.'* ' ••• ‘ V» 4-- •-* « * •’* "'** * . ' “ !* ' 

the production of goods and, services for .civilian use increased , by 

something .of. the order of ,one ...third ..in physical.,terms... In. such 
W\£ iixtv ^ W ~ VWW-.«M>« c- ^ v *•- -'-w • -•<* • - v-'-r - - 

circumstances*-continuous...inflation.of prieesaspecially of,finished 
: CoiiUâjyV ~~~ C-*  £ ' ' 

goods, would be ^certain. to ^occur,» in,the-absence ^of,.-vigorous.eri i 
,.j.uus vuuvTao »«.. -- cç v**3*»*i -«i-.w- . v.uTfs --** - • xy1*'—~ 

Government measures „of ..control*, .v The.-rise. in prices would far,4 

outstrip wages and. salaries .and farm ..incomes*,,- *.<, s.r.a »- «■? rhh^a 

, The end., of active hostilities,..in Europe, and.-the .Far . Bast, « ■"3 *3 Of V^ry SeriOUS- CwüUÔÀ'ifc-,.w. -«MJU±C*W«S*.. ^ 

and the termination of. direct,.war,.production,».did not mean,that,,the 
tsn ■ iUuejKiï2tt«SiUt iitl vItU-A- ■- wU- -- — “ '—-s'* - - S _ - » V-:r—.^.y 

danger of inflation was over*, While, heavy expenditures for. war. «• .nt 
#0 W -*-v-*■ ^ O >» <'*'*■w" ^ ■ J,* /■ ■ ^w *" fc*# £ *77"; ' *■* w 

supplies^ quickly, came *toi an. end,»^there was and. still .is ,in. Canada and 

other, countries, a great -excess of. money, incomes,i of, money.,available 
A33y y*K«ivia. iwcj y*tvt v «U* j.-»^ —'•*. -y■- .lyjs** . 3 

for. spending**as .compared .with, .the volume, of, goods available. for 
v\i w.i«._ lx «A-. w i-rv*..-if. ^ -> *« .« • v v • 

civilian-consumption**,.,In,oun own country, we. are, spending .in, 1945»ti> 

and 1946 over^a billion, dollars to war, veterans* by, way .of gratuities*-; 

allowances., and, rehabilitation, grants-and-loans, to-, assist..them, in 
v y» vo. *> u* ^ i-. *■<-A -?*•v *•' '-,v v'— -f-. *** “* ■wA- "* ^ _ *r ”1*1 ** *’* 

making,.their own, personal» reconversion*-,,,Although, there has- been, a 

certain, amount.,of. transitional-unemployment,.,jthe total incomes-of %* 

primary, producers and wage earners are being.maintainedat.'a. very o 

high level,^partly because of the continued;high volume ofGexports 

which we are making.to European countries*t,;:,These are,-being.made 

possible by fonds, to the-value of. two billion.-dollars which is ? being z s 
( , ■+l*i~i :**~ ~ ^ -• %- ü. — -*■ w —-w -.   - • , - • T 

loaned by the Government to Allied countries over a period of two 

**3E 

ye-f- 
or three years* 

w Cw 6 'hat much of-H^th American 
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^Ir-kin^s^thelend- of the-war did not mean „an immediate. vend.jof 

the now "familiar - wartime -threat of inflation,-,taf.it did -"bring other 

changes^—New situations have .tosbe dealt .witb-before .thent of 

difficulties-and dangers .of Ztheeold have-passed. ; Within-our . own ?a3 

country-wè have had- to re convert? from .a war.:,ecpnomy to a-rpeace 

economyl^yin«other countries,-, similar ;p r obiemssexist, f.^shmuch more 

sr rious^character in. the!case of-thoselwhoseo^iti esahave^been.laid 

wasted factories des troyèd,#nnd> farms landsnÿuined; bya enforced^ &xso 

neglect! £'The?p roblems of-these other; countries, promost^pf4them,Cad 

tare of very3 serious^concernr to; Canadavs Werpouldi noty long-.pxis^ as 
' • r* .  ' -w'- ; ! •' : ' - - - ' • - -V »..E .. j 

an -independent1 nation^ withouto-ourriforeigni trade ^ t.There) are-' 

things- we> must- import>e which; we could- notrproduce here, or. only at 

very heavy--costv f-There; are - many,.other thingsi we> can andrdo produce 
?efficiently^-iii-Canada>beyond- courrown needs,^jand^so emust,-export :if( we 

are to benefittfrom our national advantages.aad economic ch&o3 

kh ^':t,:ho'ïhé;rsameïConsiderations apply to the United States. Their 

direct economic Ireliance upon, foreign -trade. cis .-less -thanours^.lt is 

’ true, -becausevof itheir.cgreater jendowment pf-arbroader range pf 

"'itaturaliresources,- but/it. is:great,enough for. them:3tosregard both 

"the volumè-andcthecconditionsaof .international ^trade as -.matters < of 

•the highest importance.. —àndoboth,;of our ^countries have^reason to 

take à^-profound interest in the maintenanceipf;peace.arThe3e jr-ited 

Establishment of socialestability and;some-degree^ofnorderly 

economic"progress in'other -countries is -< essential to: the:Lmaintenance 

of peace;in-the futur e.'-jcai, fa a soda of,rales i a t 8 rî? a à 1 '-na 

act 1 It was naturaltherefore, - that much, of North American rions 



thinking and planning for the post-war period should, have .been . 
• 3.1 ’■jl ir&kfjjp r\X*.a<Ci» C. «-'• j* PX^T Ol- ;_£• -«Cfc'-J* ■ « -»■ ■& '«• *•> •■ “ * 

concerned with international relations, the. reconstruction of. 4 

Europe and other wartorn countries and the re-establishment of „ , 

world trade and exchange*. It was realized, long, before the war was 
^,'Av*"V Çï Ôv*/ ~m C-■ *» ** »«x i*/V1 .tï. t* 't ■-• 'V - A —*J.«***L *W 

over, that when, peace came many., countries would. be so damaged ., , * ;> v.*d &ÿ' &.■+* *■■■£ Wi-v-' '«ûv '—<• {J ^0+4. ■■— v-w. V*.ïü%^ 

internally,^and have suffered such losses .of their, external.» i ,* 
-, ^ y«4 «d v »-■ w V». ***’%» w^*J» v* J* vil *^.w *** u —* t. -Cr ^ 

resources,, as . to be unable-.torre-.establish»..commcrcialri,relations ’ ‘ >îk 

with the»rest of the , world,without-assistance*,^ It., was «realized also 
13 0.1 m Ijr O-^ — */ i: ‘ 1 vCU£w«4». 1» d* id-Al'-A Oi. Ü. w A ,1 jf « £*-«*£•»■* X» V*<! >'>«»■* '«*d&ibW 

that the «hole economy of, North-America. would, be^violently .disrupted 
^ i, 10Ï.2, Ilci '»*• -à. >?«OOJU<C? vî *» - «JAÎI 'v2»CtVii»i Wiü) ï? ^ si vi-Llf—1 W“W\^AÂ 

if. our industries and primary producers were suddenly faced with a 
*30 Vv5^3» t#0 XXI3 ,-*»*sji-**w.h£t*iXi ‘iii. XXâ*s? w wvi#d» ICi &iS »»«yi ♦ tr. _. 

cessation^of wartime markets unaccompanied by restoration of normal 
Ifi pO £BCiv.-*<LX Xja*ÿij£ ~xj.K wl-3ciivxu^ 

and necessary peacetime markets because of inability to pay. . 
| policy TücVClç* it '&"& wfs^îi0*2V *Jj I»*à& v.t**wSu. ^ Slid ^ 

Special measures for the, transition period had to be planned,, or, , 
^ •...ü>>i.'UtÀX w . 2,c;U-*.w>.4^> 

else there would not be ,a-transition, a successful, adjustment, from 
t.ü« reduction oi tariffs .aâû ovüsr i,î3QiS res^icuouw, iw». *ns 

war to peace, but an indefinite period of social and economic chaos , 
&,X^XOÎi OX r*»!'-,Oi. »LiXiàXiiSl wî• vi -îXOw^ Xv.i*.v*<iX v!A- Xülct ^*1 

throughout the,world. , , - ^± .- • . A -* 
o.^i^poiiea ajcai supervision of ;corsuo^cy agrseafents &vé-sti^l. only in 

For the long-run tasks:of ensuring adequate.finances fpr, . 
:î.ne proposal stage*, xney ssiiX &scv tf •'4»o- CL-A*>*S3CU *V AAi&e.nairionax 

world reconstruction and development, an international bank was 
a /.*ei-ica3^ axn a. «xne r.::a^..i— 'o j-v^^ a“ ^ ;a 

agreed upon, at ,Bretton.Woods in. July. 1944,, and established at; the ^ .Access ‘Or e ox ■ — ïICJSV? -<—-&.■> 1 j.—- —u;-,^>o— j 
recent meeting in Savannah,-Georgia,- with,more. than forty countries,. 

*» S o C.(Ox/-31 Ô~C—î j. *^.L. C* £* . j j i —* Li.»» i*^lC v 4. —• - i.» ^ J ** ^ ^. 4—' — Wî-AC^»»^ Lui—. CiAi. U ■—U 

as members.. Most of the funds raised or guaranteed by.the Bank in envSS, 0ut —c ^c'ountnes opexuv— ....» x^ x^ A.VA-. vu *c.»*xa-»e 
the early years may be expected to be spent,in Canada, and., the United 

j ^ -• • *> I, 'J- ^XAVAW OÎ’Jîi»; JL, O JL* v-w.» CJ • -* 0 li V Ci “3 ^ -H w ■'<^-1 tX -Â! ^ »• l>i, vlXtX v 

States, and ultimate payment is guaranteed by all. countries which. 
cv-we? vi“rut;.y or foreign, currencies aid pro tec cion oi our exporters 

are members of the Bank. There was likewise established an 
producers rroâ -uarair uoispeciciou. 

International Monetary Fund, with a code of rules of international 

conduct in respect of the regulation of foreign exchange transactions 
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and rates^ ahdT à supply o!r gold and foreign currencies' available 

to member countries at times when their oW supplies' o^rbreign , 

exchange are'being exhausted.’‘'Both thesV Institutions have yet to 

prove themselves.They ‘cannot by themselves bring about economic1’ 
*fV“f î" *\ ■*’ * •; ^ r>’7'f "* o ^ ^ -'4 •*> ?* rs »-%. 4- '-^rm n. y* -? ^4 T-V 
stability and progress'in‘the* wo rid,""but they have been established 
I -5 ,vr» nent"^ V ’-'Is? ‘^bQ Uhltiecl *»+■* -^rH î .-*% j4r*f=> •* n % • TV

-
 -I4 •*•"* 

in the hope'that they* can make some contribution'as part'of'a wider' 
' v* *\ * •.-v^p $ 4 v*i ^ <r, >*2 > ra'*'*"* o r^rV' 7 t ^ y ** » 

effort - if*such materializes -' to" maintain the highest possible 
T»^c-»?rn>À4 «wi'rtp'i « ï ^'iXde 'fV»a Tjr»?»ia of 114 '*>'« «[ •*•>•5 >>& ** ^ 
level' or interhational trade and orderly relationships ‘ between the 
n'*> • •. • ?•4 t hv •f'Ko • '*'<•>d Stpte^ f»r>d 'OIV' <s -tr-v th.® -mû T» « *** P >v< 71 * *vn«* 
various" national currencies. In each case, a'Canadian has "been x" "*3 

# 

elected to'the 3£-man Board or Executive'Directors!-p*e^*nT'y‘  

br‘-';:id IT - snaakine ! what each *wrotr,,-i to >>«* p +,-> r>'r-'V',at: 6J' 
' Ofevëh greater potential importance are the* commercial 

'iv-;-’ •a.nd :ab«ve--such .exoorta aa a^eJ.balanc^d;bv~,1mnor■sir.re. • , 
policy proposars made public last December by the United States, and 

supported' ihf principle' by. the United Kingdom^"'These suggestions* for 
4*.-N Tj4t . tb«» aTJJft «*%'• O'f 'ort^ • ftimort®' »<in 'O'n’l b.i • •jftîd' ryn rtrsÿ'î t' ‘•aiwifi 

the reduction of tariffs and other trade restrictions','for'the 7 

.Î-’... 4. •; fo^ deferred vm-^n^* i*t»ô T?J*4 ^piiî i ^ M.* 

adoption of rules of international'' trade, regulation of international 

35U0’**'** d^btof thi^ 130?*^ A<i * v»+h 'dh- r,'nd ^ % tb'p '**■’? 
monopolies and supervision of commodity agreements àre still 'only in 

.from nvTil^iL. ^Ti'Ach.c vo v - 

- \ 

nl ■» - ?T^ *' '1 (’ rh ^.d3 TjMCiOjyrtSÆ» *? 4* ?f Q ol .^'P -■* n**?. •-'v-or o V« » 'o o JH i*-- . . - .. . 
the proposal stagel " They will have to 'be'discussed at' international 

is alwaySTr-the.' lar^.e^t éinvTÿ importer-”^ 40lsJ'd-;-and du.'mi.- 
conferences, and a wide measure of agreement will be necessary. The 

r?''*—' r >| *? 1 ‘'TJû “? T -C o'^-r>^T*-r '”nTx-'v .•*^*•1 O» -*ip^ ir -v* r* 4» .4-*- -^4 -t «»* T 

success or failure of these" talks will'depend very largely on thef0 
>:yi A n * 
-r- V':*! 'J' ^ *ro ^ 751 pi Tï .‘-s r‘ - ^ ^ is *** ? c»* p ^ -, ■■' 

responsible leadership' and practical good ‘sense’'shown by'"the'United' 
- 'dO^îht mfJîV V>S»0TJ1JB*■•*’■?J.!-**^**' v> 4-Vi«> - •f-'S-siics ' 

States, "but "all countries "must co-operate if'it'is desired' to create 

f 

?se 

x 

the 

Les» 

ly ? 

Zeteà 

men- 

ayant 

be- 
■ ? i 

m 
fini 

•ema 
w:>. * .•->>- «iTïbo vc orjVa-’ *î —% ^T^atr 4- >*• y* ** 7 V 
healthy conditions for the widest "degree of international trade", 

-» ,ar': , . - • s\j- t. ■■» - « .■ %T*A/'1,Tj|rfc •■■s’W ■•**-" r?- *^o *'v»'v V x VY* 4* -? 
convertibility of foreign currencies and protection of our exporters 

Lch < 

.V 
and producers from unfair competition. 

~«T5 c f*7--r>n ST %7P> 23 tr r^Vn ^ t- **; 
**> *x»-^ -Ho v W'—O JU W>J l ? ÿ 1/.J.Cill 

. 5-;;s which have not themselves been harmed econcmieally by th 



•3 H0 all.-these desirable- things, moreover, simply cannot be'ps and 

achievedcwithout the restoration of economic activity in those r U.- 

countries>, particularly in Western Europe, which did not need 

emergency-help from ÜHERA, which can pay their way in the long run, 

but which^do need assistance in .the . immediate post-war period. - It 

is pre-eminently Canada .and the United . States: which are in apposition 

to pr0vid@v5.that assistance by iselling igoodsr on ^credit ..Present 

programmes»comprise goods,ito the value, of $8 billions to be '.provideds t 

on creditiby :the UnitedivStates, and goods-to the value of $£ -billions 

to be provided,on creditobyiLCanada^s These amounts ^représentas the -, 

broadlyr;Speaking^. what each .country r expects ,to be able -to export on 

over and,--above such.-exports as are. balanced byzimports; since it in 

imports ^represent the only-form of immediate-payment of: real value is- 

to us>athe excess ofd’our -exports , can:only be .sold on credit terms,' , 

that -is,? for;.def erred paymentThe-United Kingdom is becoming the he 

larges tteslngle- debtor ; in this. period,: both to Canada and -to thé ^ is 

United States,! because it is most dependent on overseas supplies' 

it is always the. largest .single importer invthe world- and can only 

gradually, restore lits-, export production'which was restricted during 

the wariin order, to release manpower and materials! for war purposes. 

; i vïhi No doubt many;.people in North America feel that these loans,> 

which for convenience we express in terms of money but are really *3 

shipments of goods which we produce, should be made in recognition 

of a moral responsibility resting upon two strong, wealthy,-Christian 

nations which have not themselves been harmed economically by the 

war.-;* But in truth, as a matter of intelligent self-interest, we 
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have no practical alternatives-^ Some of the goods, such as ships and 

heavy machinery/ which we are sending sbo Europe and ;other,,.countries 

to help their reconstruction are the product of wartime industries * 

which could hot make a sudden and complete adjustmentnto:the 

conditions of à-peacetime -domestic market, .hut which by„this means 

are able1'to ^continue production -and:: cushion, the -decline. in employment 

rwhilé-- makinggradualaandr-orderlyaadjustaent.?overî a periodpOf» 

c severally ears*: « That ^ is ah ohvioustrcasetofnour^iiamediate.^seXf^ihterest 

in specificcactivities whicirare-of vitals importance, to 'European, 

reconstruction^ But in"'other fields thealong-runvadvantage»iis the 

1 important one! 1 No0 doubt- a?limited amounts ofrouT’p resent* exports on 

c credit" could" fee" sold1 toother*countries, not indeed for payment in - 

valuable ' goods but fob- payment- in 'gold: or foreign exchanges.accumulated 

■ especially by* several’ neutral countriesiwhich- now are- eager to buy, 

- wherever? they can,1 -the> products^ which .were ^denied . to, them during the 

war*- But- once they* have satisfied^.their, accumulated; demand, there is 

little likelihood that -they: would continue to buy from us.^ We would 

- then:find that we had failed Ito re-establish those pother-^countries 

which/-historically and. by the-nature of their own .-economies,, are ^ 

most likely in the long irun..to provide acontinuing .market for us,. ^ 

and which-are' also most likely in the long run ,to be able .to provide 

us with-their products/cif and to the extent-, that we choose to take 

them. -JÎ e*r ;;*y -^*.v T, VJ. v .I,, X. -JL K y 

to I have described represents.!the continuance -during, ; 

[■ . 

this transitional period of a policy with respect to exports and 
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well as with the special features of our wartime development;- ;'v ‘ ^ 
■ ' :v—- -. - ...... > . • - J -j- 

This does not mean that we are tying our hands for all time to a 

particular-type of economic activity/1 but until we can see the future 

more clearly we should be foolish to throw overboard the familiar 

things that we know-about and which served us well in the past- No 

doubt-therë-will be changes in due course, but it'is important that 
1 ? 

such changes'should come1 gradually and- in'^response to developing 

conditions" ovèr àrperîod of time rather than1 that they ' should be4'" 
-- ; -, U'.,*-,- ■# 4* * n 2*++* c*h J "î'fj ^ V ^ Cl 

suddenly1 forced-upon us -In- the- spaceof a year* or two* Only if we 
-.fa ■ • - -i * ‘ A "» f *•* - î -b -, T* ** V-» -b Vyfvpjf- ^ ■* ** ? i*' 1 

can restore orders and strength in the économie-world as we know it, 

will we-be-iii a -favourable-position to * make "progress and"meèt 

changing"conditions-inrthe^1 futurè* raasoxl :or the pest few 

* ;-v f -J rr ï 

ears.CAt present,' it is-dangerously easy to'taketan optimistic 

.-1,-j t 1j C i'< 
“a transitional‘period, nothin a 

view-of .’ thé-1 state-of'-trade and h employment*. ' There' is danger of 

forget ting:that we are 

normal- peacetime*;5 But^the -present ’ emergency situation with " respect 

to‘foody5for example/rvdll not last r^forever,^ perhaps not'beyond the 

next ’harvest or "that: of“lthie 2folfowing- ‘"year ;f 'and "our farmers hnd 

fishermen will once again lbe dependent- for ^their surplus "income on the 

state of employment at: home’and on the desires' and policies aind pros- 
rhh Tr_ ;v ^ ** r* ' 

perity'of their customers in other countries. ‘The present demand for 
„ , ^ „ -i s .. T , ~• * y. ^ ~ — #- —Î "* *? ^ •**„ *- V*j^ v* j 4'V«-*^ ■'j 4> . 

clothing and household goods and automobiles, and Oven for houses 1,1 '* 

and new building of every kind, is in part an abnormal and temporary 

demand to make up for wartime shortages and to replenish inventories 

in the hands of manufacturers and distributors - to fill, up Idoles, 

as someone has said/ Those who are not prepared to make adjustments/ 

M 
I 
I 
a « 
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to meet new conditions in the future, may suddenly find themselves, 

when the excessive demand disappears, with stocks of relatively _ . 
V'-*. J-.Ci- •» 

high-priced vgoods on their hands at a time of falling prices and 
r .--i, vüT. rue oi a:.- îTIAJ. o® rorcea Katies ocacr arraagemen ts, 

more limited demand or ..shifts in demand* 
3avs not 

We must realize, too, that much of the better post-war 
intended to give tee impression of being -actuaxly pessimistic, about 

world which we hope to see, is a world, not a single country* We 
tne Aüviî, i ïaiac toe world, as a whole has mow a jprws opportunity, 

are making one more great effort t© establish an international 
ius carTHfC..Siioc-a..ox taa war will continue- to-:m&fee, very serious 

order, for in that way we believe we can achieve greater economic 
a,.*.. , .ulcies whien can. only os overcome by a high cegree oi’ 

and social progress than if each country endeavoured .to produce for 
AA •. ' a.%v—uiai u-opera. cion ana appropriate acmestie- policies* 

itself everything it desired to consume, no matter how inefficient 
. are no* yet,, indeed,, in-..the postwar- period.* We are 

or expensive such,production might be. This great..objective is 
sliii. .ma transiti^naA stage, moving-with the .dying'muatentîm of 

well worth attempting.. The chief„reason for hope in.the past few -.>af -axLOcz. a,.^i oi -mac are really wartime expenditures and • 

years has-been the attitude and energetic activity of the United 
AivS, ne must, «took ahead - to tne more dis tant • future - and-- hope 

States, which has. beyond doubt assumed the leadership of the 
via-- wa'snaii an nave the wisdom am- the will to•• work together to 

international movement..among-western countries. With their great 
o-'a UivAs. ^avantage, ova wo*w-d never have, succeeded so well m our 

power, the.people of the United States can, if they.choose, 
w..,.i^J.avvl<XAss except oy .the most .widespread’ ai^d--wholehearted 

establish and maintain a form of world organization, based largely 
co—o^..-;v«vxoa sdvu ij was4 so oiarkau a -feature of the savings, campaign 

on American.,ideas of liberal democracy, devoted to peace and 
»*«• *A ^ wHi. *. V ^rii w- . .. 

progress, and enabling the.United States to preserve the great 
ir»arj.iagfent -am the- uovernsteat cannot, after all, do much 

position they have won* But. such a world system cannot function 
••••-*•• • .u...i-A gx s a Acm asA,LT.—* c-. gAX!?l.z*v.%ig 'activities which 

s unless the United. States continues along the road on which they 
c-*;v-.-4iu itu*uaafciiiaiiy ■ on the «*uo*.e peopaa, in uown .am ‘coxuixry, -and 

have started. And even with the best will in the world, the attempt p,v,. •.iC'.A.ai-A,- «a ox p untie opinion* Especially in. 

will faiX if., the United States itself cannot succeed in maintaining 
; u i,7 A- ua1 ona -the fie ;s sad 

reasonably full employment, a high national income and a high level 
..U -"i i-tiw ur.u.;t’ i a*-.! us rx:.nc puoiic policy ar® com?!lea ted 

of imports from other countries which are being asked to maintain 
.■ c.Uj fO il,,-,.:.-? A' A “&.ÂÜ *>1 i'dlOUt S CUdy «Uld. C a té fill thOUgh . 

their own economies in close interdependence with the United States. 
is a very rup^uib laity ou chose with thé' advantage of 
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The long-run prospects, therefore, are good only if the United 

States continues to give a lead in practice as well as in talk, oIf 

they fail, the rest of us will1 be forced to make other arrangements.-; 

""In conclusion, Î1 think I should say-that I have not : . 

intended to give the impression of being actually pessimistic about 

the future?2 Î think thé world as:~sr whole has now a great; opportunity 

But the" terrific 'shock1 of rth'e-swar- wilT Continued to make very . serious 

difficulties'which can only be overcome by a high degree of 

international co-operation and appropriate domestic policies. 

We are not yet, indeed, in the postwar period. We are 

still in a transitional stage, moving with the dying momentum of 

the war effort and of what are really wartime expenditures and 

credits. We must look ahead to the more distant future and hope 

that we shall all have the wisdom and the will to work together to 

our mutual advantage. We would never have succeeded so well in our 

wartime activities except by the most widespread and wholehearted 

co-operation such as was so marked a feature of the savings campaign 

in your own Province of Quebec. ~: 

Parliament and the Government cannot, after all, do much 

more than give a lead and assist in organizing activities which 

depend fundamentally on the whole people, in town and country, and 

particularly on local leaders of public opinion.. Especially in 

the economic field, both domestic and international, the facts and 

ideas which underlie and determine public policy are complicated 

and not easy to uhderstand without study and careful thought. 

There is a very real responsibility on those with the advantage of 
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