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ERRATA:

Page 28: the table should be corrected as follows:

Other current  trans-
actlons,  including
shlpping, travel and
military expeondl-

ture, otc. (net) . . . + 05 + 02 + 0.7 — 0.5 — 0.5 — 1.0
Balance ’
on Current Account| — 0.3 + 0.3 — — 30 — 4.5 — 75

Page 85: paragraph 1, line 3,
' instead of: FM 12,400
read: - FM 12,400 million.

Page 108: table — Operating Statistics of the Transvaal Chamber of Mines,
colurnn 73 Working costs per ton,
instead of: £, s,
read: s.d. e

Page 121: paragraph 2, last sentence,
instead of: ; persons who had contravened previous regulations. . .
read: ; persons who had contravened previous regulations will not
be prosecuted unless the fact of the contravention was already
established before the entry into force of the law.

Page 158: paragraph 6, last line,
instead of: (i.e. 315t March 1947),
- read: (i, e. 315t March 1948).



II.

111,

v

VI

TABLE OF CONTENTS

. Introductory Remarks . . . . . . . . . . . . . . . . . .. ..

Results of Business: Operations (p. 5), European Recovery
Program (pp.. 5 and ¢J), International Bank for Reconstruction
and Development (p. 7), International Monetary Fund (p. &),
Settlement of outstanding questions arising out of war conditions
and affecting the Bank (p. 1z) ’

Recovery and Setbacks in 1947 . . . . . . . . . . ... ...

Immediate recovery tasks (p. I4), raillway traffic {p. 14), merchant
shipping (p. 15), coal shortage (p. I5), emergency repairs and
reconstruction {p. I6), industrial production {p. 17), living condi-
tions (p. 20), U.S. aid to foreign countries (p. 21), harvest
(p. 23), cleavage in Europe (p. 24), low state of activity in
Germany (p. 25), failure of convertibility of sterling (p. 26),
reorganisation in Europe (p. 27), Europe’s balance of payments
{p. 29)

Restoration of Monetary Order . . . . . . . . . . . . .. ..

Financial problems (p. 31), redundancy of money (p. 32}, real
value of note circulation (p. 39), prices and wages (p. 40),
budgetary situation of certain countries (p. 44), national product
and investments in the United States (p. 49), Canada (p. 52),
Belgium (p. 57), France (p. 59), Italy (p. 56), Norway (p. 55),
Sweden (p. 56), United Kingdom (pp. 53 and 59), comprehensive
programmes (p. 60)

Price Movements . . . . . . . .« .« . o v i v e e e e e

Wheat prices {p. 63}, price movements in the United States
(p. 61), Canada (p. 63), Belgium (p. 65), Denmark (p. 66),
France (p. 68}, Italy (p. 67), Portugal (p. 66}, Sweden (p. 65),
Switzerland (p. 66), United Kingdom (p. 64}, adjustment to a
normal pattern (p. 70) .

The Tense Posttion of International Trade . . . . . . . . . . . _

World trade turnover (p. 72), Europe's trade (p. 73), foreign
trade of the United States {p. 75), Belgium (p. 81), Czechoslovakia
(p. 79), Finland (p. 85), France (p. 80), Germany (p. 79),
Italy (p. 80), Netherlands (p. 81), Scandinavian countries (p. 84),
Switzerland (p. 78), United Kingdom (p.83), commercial policy
and control (p. 85), balance of trade and services in different
countries {p. 76)

Foretgn Exchange Rates . . . . . . . . . e e e e e e .

Official alterations (p. 88), exchange régime in Italy (p. 89),
France (p. 9r), the Argentine (p. 98}, Belgium (p. ¢7), Chile
{p. 94), China (p. Ior), Ecuador (p. 94), Egypt and Palestine
(p. 96), Greece (p. 93), Japan (p. rox), Poland (p. 94),
Sweden (p. 97), United Kingdom (p. ¢5), bank-note rates
(p. 98), British foreisn exchange regulatlons (p. 97), adjustment
of exchange rates (p. ror)

14

31

61

72

88



VIL. Production and Movements of Gold . . . . . . . . .. .. .. 104

Woerld output {p. 204}, trend of gold output (p. 106), production
of South Africa (p. Io7}), Canada (p. 108), other producing
countries {pp. To5 and 109}, movements of gold (p.109), international
transactions affecting gold reserves (p. III}, changes In central
gold reserves (p. r10), hoarding of gold (p. XI7}, gold quotations
{p. 717), real causes of hoarding (p. 118) -

VIIL. International Credit Conditions and Trend of Interest Rates . . . 123

Discount rates of central banks (p. 123), note circulation {p. 130/},
U.8. Reserve Bank credit outstanding {p. 124}, discount and credit
policy in Austria (p. 135), Belgium (p. 131), Bulgana (p. 139),
Canada (p. 126), Cuzechoslovakia (p. I39), Denmark (p. I34),
Finland (p. 13¢4), France (p.128), Germany (p.136), Greece (p. 137},
Hungary (p. 139), Iwaly (p. z29), Japan (p. 140), Netherlands
(p. 232), Norway (p. I34), Poland (p. 137), Roumania (p. 139),
Sweden (p. 133}, Switzerland (p. 135}, United Kingdom (p. 126),
USSR, (p. x39), Yugoslavia (p. 737), attention to monetary means
of control (p. 14z}

IX. European Payments Agreements, Multilateral Monetary Compensation
and the European Recovery Program . . . . . . . . . . . . .. 142
Payments agreements (p. I42), Committee on Payments Agreements
(p. 146), First Agreement on Multilateral Monetary Compensation
(p. 747), transferability and exchange controls (p. Ig9), members
of multilateral compensation (p. 157}, system of multilateral payments
in Europe (p. 152}

X. Current Activities of the Bank . . . . . . . . . e e 154

Operations of the Banking Department (p. 15¢). Multilateral
Monetary Compensation (p. I59), Trustee and Agency Functions
of the Bank (p. 759}, Financial Results of the Bank (p. 160),
Changes in the Board of Directors and in Executive Officers (p. 161)

XI. Conclusion . . . . . . « . v v v v e e e e e . 162

* #*
*

First Agreement on Multilateral Monetary Compensation of

November 18, 1947 . . . . . . . . . . . .. e e e e e 167
Schedule of Par Values as announced by the International
Monetary Fund . . . . . . . . . ..o 171
* *
*
ANNEXES

1. Balance Sheet as at March 31, 1948.
2. Profit and Loss Account for the financial year ended March 31, 1948.



EIGHTEENTH ANNUAL REPORT
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ANNUAL GENERAL MEETING
of the

BANK FOR INTERNATIONAL SETTLEMENTS
held at

Basle, 14th June 1948,

Gentlemen,

I have the honour to submit herewith the Annual Report of the Bank
for International Settlements for the eighteenth financial year, beginning
1st April 1947 and ending 3ist March 1948. The results of the year's
~ business operations are set out in detail in the section from page 154 to
page 160 together with a general review of the current activities of the Bank
and an analysis of the balance sheet as at 31st March 1948.

The financial year closed with a surplus of 9,541,433.80 Swiss gold
francs, of which 500,000 Swiss gold francs has been transferred to an account
for exceptional costs of administration and 9,041,433.80 Swiss gold francs to
the Special Suspense Account established in 1945. This latter account now
shows a balance of 13,547,201.77 Swiss gold francs,

The surplus for the year is almost comparable in amount with those
shown in the vears prior to the war but, as may be seen from the section
dealing with the current activities of the Bank, wider fluctuations must be
expected in the financial resulis than was previously the case, as a much
smaller proportion of the income is now derived from interest on investments.

Since the end of the financial vear, satisfactory agreements have been
concluded with the competent authorities with regard to the unblocking of
the assets of the Bank in the United States and as to the liability arising
for the Bank from its undertaking to restitute any part of the gold received
from the Reichsbank during the war, for the service of the funds invested in
Germany in application of the Hague Agreements of 1930, which might prove
to be looted monetary gold. The agreements concluded on 13th May 1948
are described later in this Introduction, on page 11. :

* L] .
*

The year 1947 saw the beginning of the European Recovery
Program, which had its origin in Mr Marshall's address at Harvard
University on sth June 1947. Never before has a speech led to so much
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comment and so much action within so short a time. On 12th July 1947 a
conference of sixteen countries was already at work in Paris on the drafting
of a European programme setting out — as suggested by Mr Marshall — the
requirements of the situation and the part which participating countries could
themselves play in giving proper effect to whatever action might be taken by
the Government of the United States. Thus the Committee of European
Economic Co-operation came into being, and on 22nd September 1947 its
report (in two parts) was signed in Paris by (in most cases) the Forelgn
Ministers of the countries represented.

Even before the signature of this report, investigations of the European
problem had been taken in hand, in the United States, by committees
appointed by the President and by delegations nominated by Congress. In
the autumn, steps were already being taken to arrange for ‘“‘interim aid” of
$522 million to France, Italy and Austria; such aid was granted by Congress
in a session specially convened for that purpose, additional aid being voted
at the same time for China ($ 18 million). And on 3rd April 1948 the
President signed the ‘“Foreign Assistance Act of 1948, envisaging a total
appropriation of $6,098 million, including an allocation of $5,300 million
for European recovery, to be expended partly in the form of grants and
partly in the form of loans in the period up to the end of March 1940.
An allocation was also made for China, together with additional appropriations
for special aid programmes in Greece and Turkey and for the International
Children’s Emergency Fund of the United Natlons, as well as for assistance to
Trieste and the occupied areas,

The machinery set up to handle the European Recovery Program is- -
known as the Economic Co-operation Administration. Mr Paul G. Hoffman
is at the head of it, with Mr W. Averell Harriman as an Ambassador-at-large
specially charged with the representation of the United States in negotiations
inside Europe.

In Europe itself an organisation for permanent economic cooperation by
the sixteen nations was set up under a special charter signed in Paris on
16th April 1948. This organisation embraces seventeen European countries -
(including western Germany), with a total population of about 270 million.

Its main organs are a Council composed of all the members, this being
the body (with a Chairman and two Vice-Chairmen) from which all . decisions
derive; an Executive Committee consisting of seven members, to be designated
annually by the Council; and a Secretary General, assisted by a first and
second Deputy Secretary General, all three appointed by the Council.

This - gives a bare outline of the funds made available and the machinery
set up. The Furopean Recovery Program represents a new departure in
the field of International cooperation, confined, for the time being, to the
United States and the participating countries in Europe but open, for
adherence, to other countries also; it is not intended that the new machinery
- shall replace the peace structure of a more general character set up at
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the end of the war. In the Special Report, issued in May 1948 by the
National Advisory Council on International Monetary and Financial Problems
(with its seat in Washington), on the operational policies of the International
Bank for Reconstruction and Development and the International Monetary
Fund, it is thus expressly stated that the “measures of special- United
States assistance are not intended to supersede the activities of the International
Monetary Fund and the International Bank, which will continue to operate
along the lines originally laid down'®. On the contrary, the Bank and the
Fund both welcomed the European Recovery Program. While the Bank
did not feel that it would be in a position to assume the risks involved
for more than a small proportion of that part of the Program which would
be placed on a loan basis, it was emphatically of the opinion that, in so
far as the Program satisfied the need of the participating countries for foreign
exchange with which to purchase foods, feeding stuffs, clothing, fuel and raw
materials, it would improve their balance-of-payments positions and make it
easier for the Bank to negotiate long-term loans, such loans contributing,
in their turn, to the successful outcome of the European Recovery Program.
And the International Monetary Fund noted that the participating countries
should have little occasion to require U.S. dollar assistance from it, save
under unforeseen and exceptional circumstances. Non-European countries would
also benefit from the Recovery Program, since dollars would become available
to them from the payments for goods procured outside the United States
for the purpose of the Program. Consequently, aid under this Program
would make it easier to preserve the resources of the Fund for the post-
transitional period, when they could be used more directly and effectively
for the attainment of exchange stability and the elimination of discriminatory
currency practices.

In the year and a half during which the International Bank for
Reconstruction and Development has been in operation, the main
emphasis has been on reconstruction, and this not only by reason of its great
urgency but also because of the great opportunity for rapid improvement in
productivity and, as a result, in world trade also. Of the loans shown in the
table on page 8, all but one have been for the purpose of reconstruction in
countries suffering from damage inflicted during the war. The only exception
is the loan to Chile, which was made specifically for the purpose of pro-
viding foreign exchange to enable the couniry to purchase equipment and
supplies required for the development of electric power, water facilities and
agricultural resources. It .is intimated, however, that in the coming months
gréater emphasis will be laid on the development phase of the Bank’s operations.

The loans have all been in dollars, with the exception of $2 million
worth of Belgian francs made available out of the capital subscribed by
Belgium, the purpose being to pay for the railroad equipment purchased
by Luxemburg. '

Although the Bank’s paid-up capital is equivalent to over $1l2 milliard,
more than half of this amount consists of currencies other than U.S. dollars.



.B.R.D.:. The Bank’s primary source
Position of Loans on 31st March 1948, of loanable funds is, there--
- fore — as originally in-
Date Loan Dis- ) - 3 in-
Sorroer of i commits | burss. | Unussd tended the private in
Loan ments | ments vestment market. During
Tn_millions of dollars the winter of 1946-47 the
France . ... .. 9th May 1947 250 | 280 — U.8. Executive Director
Metherands . . . . | 7th Aug. 1947 185 | 1385 56.5 of the Bank. discussed
Denmark . . .. . 29nd Aug. 1947 40 7.3 < -y 4 . .
Luxemburg . . . . | 28th Aug, 1847 12 7.0 so| with the Bank's Council
Chile ... ....| 25th March 1948 16 — 16 various problems connect-
Total |, . - 613 | aozs | 1102 ed with f:he floating  of
the Bank’'s securities in

_ . the United States. As a
result, the first public offering of bonds of the International Bank for
Reconstruction and Development was made on 1s5th July 1947, consisting
of $roo million ro-year 2!/, per cent. bonds due on 1s5th July 1957, and
$150 million 25-year 3 per cent. bonds due on 15th July 1972. Both issues
were favourably received,

A first bond issue by the International Bank in other than .dollar
denominations was the sale to the Bank for International Settlements, in May
1048, of an issue of 214 per cent. Swiss Franc Serial Bonds, maturing in
1953 and 1954, In the aggregate principal amount of Sw.fcs 17 millien, the
proceeds to be made available to the Netherlands Government. The President
of the International Bank, Mr John ]. McCloy, said that the principal
putpose of the sale of bonds abroad and similar transactions was to make
currencies other than dollars available to the Bank for use in its lending
operations. He added that ‘‘the interest and cooperation of the Bank for
International Settlements in working out this financing by the International
Bank has been encouraging and is greatly appreciated”’, the International
Bank being hopeful that this would be one of a continuing series of inter-
national transactions.

On 18th December 1946 the International Monetary Fund
accepted .the parities proposed by thirty-two of its members and announced
that exchange transactions would begin on 1st March 1947. It was, however,
recognised both by the Fund and by the member countries that the accept-
ance of par values was tentative and that some of the rates would need
modification sooner or later; in point of fact, several countries have been in
consultation with the Fund regarding modification of their foreign exchange
régimes. In dealing with these matters, as also with regard to questions of
exchange restrictions and multiple currency practices, the Fund has been able
to act on the basis of fairly wide discretionary powers, especially since it was
dealing with the exceptional circumstances of the transitional period. Further-
more, members of the Fund have received from it several statements on
. policy, .including one on 18th June 1947 deprecating international transactions
in.gold at premium prices, and one on 11th December 1947 emphasising the



“necessity of member consultation with the Fund on all matters relating to
gold subsidies, since such subsidies might constitute a threat to exchange -
stability or change the par values of currencies as expressed in gold.

One of the major problems confronting the Fund has been the formula-
tion of an appropriate policy with regard to the use of the Fund's resources
by member countries, these resources including about $3,500 million in gold
and dollars. On 26th September 1946 the Board of Executive Directors gave
an interpretation, which was accepted by the Board of Governors, to the
effect that the use of the Fund’'s resources was “limited to use in accordance
with its purposes to give tempotary assistance in financing balance of pay-
ments deficits on current account for monetary stabilisation operations’”. This
has introduced considerable flexibility into the Fund’s operations, the aim
being to strike a balance between the extreme course of conserving the
Fund’'s resources entirely for the post-transitional period and using them to
meet the pressing exchange needs of the members at the present time.

" Up to the end of March 1948, i.e. during the first vear of operations,
approximately $600 milion of the Fund's resources had been used by
members — mostly by European countries. These countries had, at the
same time, drawn largely on their own gold and dollar reserves and the
credit lines extended to them by agencies of the United States Government
— all this confirming the conclusion that ‘‘the post-war financial crisis has
proved to be more serious than was anticipated at the time the Fund was
established” (to quote once more from the Report of the National Adwsory
Council).

The European Recovery Program was, indeed, born of the imperative
need for immediate measures pending the long-term results which
European eountries might be expected to produce in the field of reconstruction,
by their own efforts or with the aid of the operations of the -International Bank
for Reconstruction and Development and the International Monetary Fund.
‘The United States alone was in a position to provide immediate and decisive -
aid. The most urgent task was to furnish European countries with sufficient
resources to enable them to continue their purchases, in the United . States
and elsewhere, of vital goods and especially of foodstuffs and raw -materials,
these purchases having already been so greatly compressed by the depletion
of the importing countries’ gold and dollar reserves that thete was a serious
danger of slowing down the recovery of Europe. It was, therefore, natural
that in the earlier examinations of the problem the main accent should be
placed on deliveries of foodstuffs and raw materials to be furntshed as part
of the Program, though in the original speech made by Mr Marshall on
sth June 1947 not only the material but also the financial and monetary
aspects of the problem had already received due recognition.

At their meetings in Basle the central banks naturally consulted one
~another with regard to these questions, and then the Bank for International



Settlements was able to make Its contribution by clarifying certain aspects of
the problem closely connected with its own activities and experience. Emphasis
was thus laid on the impossibility of separating the question of commodity
shortages (food, fuel, etc.) from the financial and monetary aspects of
the general situation, especially since the shortages of goods and services
were to some extent a direct result of financial and monetary instability,
including the inflationary tendencies persisting in many European countries.
It was not only that distrust in the national currency gave rise to wide-
spread hoarding of gold and foreign exchange and to the accumulation of
hidden stocks of foodstuffs and manufactured articles (which farmers and
others hesitated to sell for money in which they had no confidence), but
also that the inflationary expansion of purchasing power at home acted as a
magnet for imports and as a brake on exports, with dwindling monetary
reserves as a result. For the central banks it was natural to stress the
intimate relation which existed between methods of internal financing and
the state of the balance of payments, and to urge the elaboration of a really
comprehensive programme of financial and monetary reconstruction, including
the establishment of an adequate degree of budgetary equilibrium, the
adjustment of ' investments to available resources and the restoration of
balance in the cost and price structure, together with a repayment of
government debt to the central bank itself, whenever this was necessary in
order to fortify its position. '

As a practical contribution to the continuing work of the Committee
of European Economic Co-operation, which met in Paris in the summer of
1947, the Bank for International Settlements acceded to a request made to it
to act as technical Agent under the Agreement on Multilateral Monetary
Compensation, which had been signed in Paris on 18th November 1947 by
the Governments of Belgium (acting also for Luxemburg), France, Italy and
the Netherlands. As described more fully on pages 142 and 159, the scheme
for multilateral monetary compensation has been put into operation. Although
the volume of compensations arranged during the early months has not
been constderable in itself, the scheme may be regarded as the germ of
something more useful which may develop in the future, and its operation
has, moreover, made it possible to gain a new insight into the working
of the monetary system under the difficult circumnstances of present-day
Europe.

Moreover, the Bank for International Settlements has continued and
developed its cooperation with the International Bank for Reconstruction and
Development. This cooperation, which was first established between the
tesearch departments of the two institutions, has been gradually extended
to include technical assistance given to officials of the International Bank
who had been sent to Europe in order to examine the situation of particular
countries. And in the spring of 1948, as mentioned above, the Bank for
International Settlements was able to assist in the issue of Sw.fcs 17 million
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bonds, which allowed the International Bank for Reconstruction and Development
to lay greater stress on the international character of its operatlons, especially
with regard to the placing of Its securities.

Between the Research Department of the International Monetary Fund
and the Monetary and Economic Department of the Bank for International
Settlements documents have been exchanged and contact and consultation
established through mutual visits of officials, etc.

* *
* .

In the spring of 1948 the Bank for International Settlements obtained a
final and satisfactory settlement of certain outstanding questions to
which the war had given rise. One of these questions concerned the
Bank’s assets in the United States, which had been blocked by the US.
authorities in 1941 (at the same time as similar assets of other holders on
the continent of Europe); another question referred to gold which had been
received by the Bank for International Settlements as payment from Germany
during the war and which the Bank had subsequently been able to identify,
~ as having been looted in countries occupied by Germany.

- Work preparatory to a solution of these questions had been in progress
since the end of the war. After a preliminary exchange of letters between the
Secretary to the Treasury of the United States and the Chairman of the Board
of Directors of the Bank for International Settlements, the latter paid a visit
to Washington, accompanied by the General Manager of the Bank, and
concluded two final agreements, both signed on 13th May 1948

One of these agreements, concluded between the Treasury Department
of the United States and the Bank for International Settlements, concerned
the unblocking of the Bank’s funds in the United States. As a result, all the
funds in question belonging to the Bank itself, as well as funds corresponding
to deposits of which the beneficiaries are no longer blocked, were finally
released and exempted from any restriction.

On the other hand, funds corresponding to deposits of which the
beneficiaries are still blocked have been segregated in a special account with
the Federal Reserve Bank of New York, and this account cannot be drawn
upon without the consent of the competent U.S. authorities, the amount
involved being, -however, very small. :

The other agreement was concluded between, on the one hand, the
Government of the United States, the British Government and the French
Government and, on the other hand, the Bank for International Settlements.
The three governments acted on their own behalf and on behalf of all the
other governments signatory to the Paris Agreement of 14th January 1946 and
of the banks of issue of the sngnatory governments.

This * agreement finally fixed at 3,740 kilogrammes the amount of
gold which the Bank places at the disposal of the three governments, the
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gold in question having been received from Germany during the war and
subsequently identified as looted. The amount thus defined includes, to the
extent of 10 per cent., gold received by the Bank for account of a third
party (another central bank). Consequently, the sum to be restituted by the
Bank for its own account amounts to 3,366 kilogrammes of fine gold.. :

Such payments as were received by the Bank for International
~ Settlements from Germany during the war were — as previously reported —
connected with operations carried out by the Bank in 1930-31 1n application
of the Hague Agreements, the Bank then acting in virtue of the Trust
Agreement through which it was associated with the creditor governments
reciplents of the annuities under the Young Plan. These operations gave rise
to a series of investments, the origin and nature of which were described
in the seventeenth Annual Report (page 160). During the war the Reichsbank
continued to effect transfers in the form of remittances of gold or Swiss
francs (against Reichsmarks) corresponding to the interest earned on these
investments together with a very limited redemption of capital. '

The Bank was obviously not in a position to refuse these payments,
«which were in accordance with the contractual obligations governing the
investments. It was, indeed, incumbent upon the Bank to do its utmost to
secure the payments in question, since any interruption in the tramsfers would
have led to an increase in its holdings in Reichsmarks and that would have
been tantamount to economic assistance to the market of a belligerent
country, which would have been contrary to the rules of strict neutrality
laid down in the Bank’s declaration of 18th December 1939.

When receiving the payments from Germany, the Bank had to run
the risk of taking over gold which might not be the lawful property of the
Reichsbank. It did all it could to avoid receiving such gold in that it
asked for assurances, on each occasion, that the gold had belonged to the
Reichsbank itself since before the war. The gold which the Bank for
International Settlements received was taken from the Reichsbank deposit
with the Swiss National Bank and placed by the latter at the disposal of
the Bank for International Settlements on instructions from the Reichsbank.

It was obviously not possible erther for the Bank for International
Settlements or for the Swiss National Bank to ascertain what was the
origin of the gold in question. As early as September 1945 the Bank for
International Settlements offered, however, to cooperate unreservedly with
such central banks as had notified it that they were looking for monetary
gold of which Germany had deprived them during the occupation of their
respective countries. For its own part, the Bank for International Settlements
arranged for a technical examination of the question; thanks to the work thus
undertaken, it was possible to produce a complete list of all the bars received
from Germany during the war and full particulars of their characteristics.

At the same time, considerable work was being done by the Allied authorities
In Germany to trace, from the book-keeping records of the various German
institutions, the monetary gold that had been seized in the occupied countries.



The Bank for International Settlements was able, after a close examina-
tion of the facts, in collaboration with the Bank of France and the National
Bank of Belgium in 1946 and with the Nederlandsche Bank in 1947, to-
prepare detailed minutes relating to monetary gold which might have been
looted in occupied countries. Moreover, the Board of Directors of the Bank for
International Settlements decided, as early as 1946, to authorise the restitution
of all gold with regard to which it could be proved by reasonably convincing
evidence that it represented looted monetary gold within the meaning of
Part IIl of the Paris Agreement on Reparations dated 14th January 1946.

During the conversations in Washington, the technical experts of the
Allied Governments and the Bank for International Settlements were able to
examine and compare all the available documents. On the basis of these
records, the amount to be restored was finally fixed at 3,740 kilogrammes
of fine gold. This gold is now at the disposal of the Allied Governments
for distribution among the rightful claimants by the Brussels Tripartite
Commission for the Restitution of Monetary Gold, created for that purpose
in 1946, .



II. Recovery and Setbacks in 1947.

. Developments in Europe during 1947 formed a strange mixture: on the
one hand, there was further recovery, especially in the industrial sphere, sustained
by continued full employment and, on the other hand, a series of disappoint-
ments, including another poor harvest, caused by an unusually cold and
long winter and an unusually long and warm summer, the growing political
antagonism between east and west, an increasing tension in the balances
of payments (typified by the general “dollar scarcity” and the failure to
maintain the convertibility of sterling) and the continued low state of
activity in Germany. These disappointments have received wide publicity,
while the undoubted recovery in the majority of European countries has been
less generally realised. It may, indeed, be appropriate to review briefly the
substantial improvements which have taken place since the summer of 1943,
before noting the character and effects of the varicus setbacks in the course

of 1047.

The more immediate tasks which confronted both victors and van-
quished at the end of the war were well described in Chapter III, para. 17,
of the Potsdam Declaration of August 1945, which laid down for Germany that
“measures shall be promptly taken: '

(a) to effect essential repair of transport;

(b) to enlarge coal production;

{c) to maximise agricultural output; and

(d) to effect emergency repair of housing and essential utilities”.

While relatively little progress has been made in Germany itself, in
other European countries the work of repair and reconstruction has been
vigorously pursued and, apart from agriculture, where the results are so largely
dependent upon the weather, statistical data confirm personal observation that
the post-war efforts have not been in vain.

In the field of com-

Railway Freight Traffic. . munications, the railway
: bridges, marshalling vards,

count 1957 1046 1946 1047 lpcomotlves, rolling stock
untry N . and tracks destroyed during
In_milllons of net ton-kilometres
. - the war have, as a rule,
Austrla. . .. ... 4,107 - 28640 4,3920)] been repaired or replaced
Belgium . . . . .. 6228 | 2082 | 4602 | 5868 . E .
France . . .. .. .| ss304 | 21920 | 36388 | 41622 lf?'mESt l(liropean countries,
Hungary . . . . . . 2,450 650 1,368 2,556 the end of railw
Netherlands . . . .| 2286 | 2080 | 1844 | 28000 - 1947, railway
Sweden . .. ... azes | 6024 | o900 | eoss | traffic exceeded the pre-war
Poland. . ... .. 22,077 - 24,88t | 25661 volume, as mav be seen
United Kingdom (%), 26,256(4%| 36,024 33,649 33,095 f i’l bl ¥
United States , . . | 826,500 | 994,246 | 864,216 | 955703 rom the table.

The increase in freights
{} Including traffic on behalf of the Allied forces. ied b h ' £
) Partly estimated. @) Excluding Northern Irefand. carrie y the railways
¢} Yearly estimate for 1838 based on 20 weeks to December, reflects, to some extent,



a decline in the transport facilities on inland waterways and on the roads. Almost
inevitably, part of the repair work has been of a provisional character and
much old material is still in use. Further progress will be mainly dependent
upon increased production of waggons and locomotives and on the availability
of sufficient supplies of coal and electricity.

As regards merchant shipping the pre-war level of traffic has not
been reached but considerable progress has been made. At the end of the
war the world total of merchant tonnage was 614 per cent. above the pre-war
figure, but for all the European countries taken together the reduction came to
nearly 40 per cent. :

During the year 1947 the total output of new merchant vessels was as
much as 2,200,000 gross tons, the British output being 1,202,000 gross tons or
57 per cent. of the world total. At the end of the year 3,082,000 gross
tons were under construction in the world as a whole, including not less than
2,173,000 in Great Britain and Northern Ireland.

Steam and Motor Tonnage.

1914 1930 1847 Difference 193947
Countrigs June June
. Tonnage Parcentage
in thousands of grogs tons
Great Britain and Northern :
lreland . . ... ...... 18,892 17,891 17,848 — 43 — 0.2
British Dominftons and
Colonies, ete.. . . . . ... 1,632 3,111 3474 4+ 363 + 7
Total British . ., 20,524 21,002 21,322 + 320 + I.5
Denmark . . . . ... 4. 770 ) 1,175 1,024 — 151 — 128
France . . .. ... ..., . i,922 2,934 2,315 — 619 — 217
Germany . . .., ..., 5,135 4,483 s — 3,99 — 86.8
Greess, . . . . . . 821 1,781 1,027 — 754 — 42.3
Maly, « - . v v v i e e o 1,450 3,425 1,301 — 2024 — 82,0
dapan. . .. ... 1,708 5,630 5,809 + 179 + 3.4
Netherlands . . .. .. ... 1472 2,970 2436 . — 533 — 180
Norway . . .. . . v oo . 1,957 4,824 3,761 — 1073 — 222
Spaln. . ........... a84 o02 1,130 + 228 + 252
Swaden . . ., . e e e 1,015 1,577 1,029 + 251 + 159
Unlted States (sea) .. ... 2,027 8910 30,168 + 21,256 + 238.6
United States (lakes) . . . . . 2.260 2,452 2,257 — 194 - 78
Other countries , . . .. . . ' 3477 5,436 8,546 + 2,109 + 32.8
World Total. . 45,404 68,509 83,514 -+ 15,004 + 21.9

L d

No reliable flgures of logses had been received when this table was compiled. Later Information shows that
more _than 4 mlllion tong at present recorded had been lost; details of vessels bullt since 193¢ are not known,

For the first two and a half years after hostilities had ceased the coal
shortage, as in the years 1919—20; was probably the most troublesome bottle-
neck hampering European recovery. As it happened, in the course of 1947,
the demand for coal was intensified by the reduction in the output of hydro-
electric power caused by insufficient rainfall but, by the end of the year,
abundant rains made it possible generally to suspend restrictions on the use of
electricity and, by then, the output of coal for Europe as a whole was within






