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Sterling Balances

The large dollar and gold holdha%.n't are
beinghahm‘uted by Latin American and Buro-
pean neutral countries will provide these na-
tions with substadtial buying power for pur-
chases from the United States after hostilities
cease. Similarly, nations within the sterling
area have been accumulating huge balances'in
London which can finance heavy imports from
Great Britain for a long time to come.

A computation of forgign-owned London bal-
ances published in the eurrént issue of the Na-
tional City Bank's monthly letter shows that
India held some $2,500,000,000 at the end of
1943, and other countries in the sterling’ area a
somewhat larger sum, By the end of the war,
these balances may reach $8,000,000,000, it is
suggested,

Great Britain incurred this short-term in-
debtedness in financing her partioipation in the
war. In the process, she has provided these coun-
tries with cash with which to pay for British
goods. TUnless exchange rstrictions are with-
drawn, these funds would not he available for
the purchase of goods outside the sterling area.

The existence of this huge short-term debt
from Britain to other sterling countries is a
powerful incentive for expanding the principle
of imperial preference emhodied in the Ottawa
agregements. 8o long as these balances remain
abnormally large, there can be lttle patience in
Great Brifain with well-meaning suggestions
from this side of the Atlantic that Britain re-
turn to the gold standard and multillte‘al trade
policies when hostilities ceage,

The short-term indebtedness, as wéll ag the
sharp decline in income from abroad on invest-
ment and service ‘accounts, makes this imprac-
ticable unless the United States or an interna-
tional monetary fund will make Available huge
ligquid resources to ligquidate London’s outstand-
ing short-term debt and to replenish British gold
reservés. If this is not done, Great Britain must
perforce. take strong measures to Push exports
to sterling arda countries, and limit Imports from
other sourcesm in order to balance her interna-
tional payments and gradually reduce. London’s
indebtedness to other sterling area countries to
more normal proportfonV.. There is little Teason
to expect the British to Agree to a gengral lower-
ing o™twadabarpiers after the wur s0 long as
her international financial position remains high-
ly vulnerable, g
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