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Gentlemen,

I have the honour to submit herewith the Annual Report of the Bank
for International Settlements for the twenty-fourth financial year, which began
on ist April 1953 and ended 31st March 1954. The results of the year's
business operations are set out in detail in Chapter IX, together with a
general review of the current activities of the Bank and an analysis of the
balance sheet as at 31st March 1954.

The financial year closed with a surplus of 9,950,787.81 gold francs, of
which 400,000 gold francs has been transferred to the account for exceptional
costs of administration and 4,500,000 gold francs to the provision for contin-
gencies. The net profit for the year thus amounts to 5,050,787.81 gold francs.
After the allocation of 5 per cent, to the Legal Reserve Fund and with the
inclusion of the balance brought forward from the preceding year, there is an
amount of 7,722,859.05 gold francs available.

The Board of Directors recommends that from this amount the present
General Meeting should declare a dividend of 19.60 gold francs per share,
payable in Swiss francs in the amount of 28 Swiss francs per share, and
that the balance of 3,802,859.05 gold francs should be carried forward.

The surplus for the previous financial year, ended 31st March 1953,
was 6,888,596.87 gold francs, of which 200,000 gold francs was transferred to
the account for exceptional costs of administration and 3,200,000 gold francs
to the provision for contingencies. After the inclusion of the balance brought
forward and the allocation of 5 per cent, to the Legal Reserve Fund, the
amount then available was 6,284,610.63 gold francs. The dividend declared
at the last Annual General Meeting was 16.80 gold francs per share, payable
in the amount of 24 Swiss francs, and the balance carried forward was
2,924,610.63 gold francs.



The surplus for the financial year just closed is thus rather more than
3 million gold francs above that for the preceding financial year. It should
be noted, however, that this year's earnings include an amount of about
5 million gold francs (i million for the quarter ended 31st March 1953,
which was not shown in the accounts for 1952/53, and 4 million for the
financial year just ended) which was paid to the Bank under an Arrangement
dated 9th January 1953 with the Federal Republic of Germany in respect of
interest on the funds invested by the Bank in Germany in execution of the
Hague Agreements of 1930, this Arrangement having come into effect during
the year under review.

The following table shows the movements of the Bank's active resources
during the last five financial years.

B. I .S . : A c t i v e r e s o u r c e s and t h e i r u t i l i s a t i o n .

Date

1950 31st March . . .
1951
1952
1953
1954

Resources

Short-term
and sight
deposits

The Bank's
own funds Total

Utilisation

Actual gold
and invest-

ments in
gold

Credits
and invest-

ments in
currencies

Total

In millions of gold francs

497
76)
741

1,056
1,230

189
196
201
206
213

686
957
942

1,262
1,443

285
377
513
721
651

401
580
429
541
792

686
957
942

1,262
1,443

* Including reserve for minor liabilities.

T h e t r a n s a c t i o n s o f t h e B a n k , w h e t h e r t h e y h a v e b e e n i n , c o n n e c t i o n

w i t h d e p o s i t s a n d c r e d i t s , w i t h f o r e i g n e x c h a n g e o p e r a t i o n s , o r w i t h s a l e s ,

p u r c h a s e s a n d e x c h a n g e s o f g o l d , h a v e a l l b e e n c a r r i e d o p t , a s i n p r e v i o u s

y e a r s , i n c o n f o r m i t y w i t h t h e m o n e t a r y p o l i c y o f t h e c e n t r a l b a n k s c o n c e r n e d ,

T a k i n g a b r o a d v i e w o f w o r l d e v e n t s i n 1 9 5 3 , i t s e e m s l i k e l y t h a t t h i s

y e a r w i l l b e r e c o r d e d i n h i s t o r y a s , o n t h e w h o l e , a f o r t u n a t e o n e . I t w a s

m a r r e d b y n o m a j o r c r i s i s , e i t h e r p o l i t i c a l o r financial. F o r m o s t c o u n t r i e s

i t w a s a y e a r o f c o n t i n u e d e c o n o m i c p r o g r e s s a n d , f o r t h e w o r l d a s a

w h o l e , o n e o f f u r t h e r a d j u s t m e n t a n d c o n s o l i d a t i o n ; b u t a t t h e s a m e

t i m e i t w a s a y e a r i n w h i c h t h e b u s i n e s s t r e n d i n t h e i n d i v i d u a l c o u n t r i e s

w a s c h a r a c t e r i s e d b y a n e x c e p t i o n a l d e g r e e o f d i v e r s i t y .

E v i d e n c e o f c o n s o l i d a t i o n i s p r o v i d e d , i n t h e first p l a c e , b y t h e r e m a r k -

a b l e s t a b i l i t y o f b o t h w h o l e s a l e a n d r e t a i l p r i c e s a n d , i n t h e s e c o n d p l a c e ,

b y t h e i m p r o v e m e n t i n t h e i n t e r n a t i o n a l b a l a n c e - o f - p a y m e n t s p o s i t i o n , w h i c h

f o u n d i t s m o s t s t r i k i n g e x p r e s s i o n i n t h e f a c t t h a t i n 1 9 5 3 $ 2 , 6 0 0 m i l l i o n w a s

a d d e d t o t h e g o l d a n d d o l l a r r e s e r v e s o f c o u n t r i e s o u t s i d e t h e U n i t e d S t a t e s ,

m o s t o f t h e i n c r e a s e h a v i n g t a k e n p l a c e i n w e s t e r n E u r o p e .
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The high degree of diversity is most apparent in the curious contrast
between the upward trend of business activity in the majority of European
countries during the second half of 1953, and the slackening of the tempo in
North America. In the United States the trend was the opposite of that in Europe,
a gradual decline being noticeable from the summer onwards, and in Canada there
were indications of a levelling-off of the rise in industrial output towards the
end of the year. Such a marked divergence - is rare — and it could hardly
have occurred had it not been for, on the one hand, the growing strength of
most European economies and, on the other, the pursuit in the western hemi-
sphere of policies designed to lighten the impact, at home and abroad, of a
downward adjustment of the leveJ of business activity.

As far as pr ice movements are concerned, it is natural that 'condi-
tions in the Uni ted States — a country which alone absorbs as much as
35 to 40 per cent, of the world's output of industrial raw materials — should
exert a predominant influence on the world markets.

Throughout 1953, the index numbers for both wholesale and consumer
prices in the United States remained within 2 per cent, of the average level
for 1952. This very high degree of price stability is a clear indication that
the American economy has been able to take in its stride the shift from
expansion to readjustment which occurred in the course of the year
and also the complete removal of price and allocation controls by the
new Administration in the weeks following its assumption of office on
20th January 1953. . :

In the European countries, too, the movements of the average level of
prices in 1953 remained, with but few exceptions, within very narrow limits.

United States: Price movements.
Monthly indexes: 1939 = 100.

100
-us

7 I I I I I M I M I . I I

1946 1947
lull,In
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n h

1949 1950

Sensitive prices
tj 22 commodities)

August ms-too :

Consumer prices (Sept. ms-wo)

u h M I n I M I M M I I I I M I N l i i i l n l n

1951 1952 1953 1954

450

400

350

300
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The dismantling of controls was continued, being carried so far that in a
number of countries free-market conditions were almost fully restored; but
even where controls have not yet been entirely abandoned, the actual price
quotations have been determined to an increasing extent by the interplay of
supply and demand.

P e r c e n t a g e c h a n g e s in w h o l e s a l e p r i c e s and t h e c o s t of l i v i n g .

Countries

W h o l e s a l e pr ices Cost of l iv ing

1951

Percentage increase (+) or decrease (—) during

1952 I 1953 I 1951 I 1952 1953

Austria

Belgium

Denmark

Finland . . . . . .

France

Germany (western)

Greece

Iceland

Ireland

Italy

Netherlands . . . .

Norway

Portugal . . . . . .

Spain

Sweden .

Switzerland . . . .

Turkey

United Kingdom. ,

Australia

Canada

Japan

South Africa . . . .

United States . . .

38

9

77

34

26

14

11

13

1

13

77

16

II

26

4

5

13

24

6

25

20

— 6

— IO

— a
— a
— 7
— 2
— 2

+ 3
— 3
— 4
+ 4
+ 4
+ 2
— 4
— 5
— 0

y

+ 9
— 7
— 4
+ 6

2

1

4

5

3

2

4

28

2

1

4

2

6

5

3

3

S

1

1

1

5

1

+ 39
+ 10
+ 7
+ 7
+ 22

11

10

19

11

8

5

14

0

3

+ 23

+ 6

+ 4

+ 12

+ 24

11

18

9

2

4

2

2

1

3

9

4

1

6

O

2

6

0

6

7

10

2

4

6

+ 1

S

0

1

1

2

2

21

1

2

1

0

2

0

1

3

I

4

1

4

0

18

1

Note: In only two of the countries included in the table, namely Greece and Japan, was there a rise of more
than 5 per cent, in wholesale prices or the cost of living in 1953. In Greece the drachma had been devalued by
50 per cent. In April 1953; and Japan had not yet succeeded in restoring balance in its economic and financial
position.

I t w a s , i n f a c t , p r e c i s e l y b e c a u s e p r i c e s r e f l e c t e d t o a g r e a t e r e x t e n t

t h a n p r e v i o u s l y t h e c o n d i t i o n s p r e v a i l i n g o n u n c o n t r o l l e d ( a n d , t h e r e f o r e , f r e e )

m a r k e t s t h a t t h e h i g h d e g r e e o f o v e r a l l s t a b i l i t y w h i c h w a s a c h i e v e d h a d a

r e a s s u r i n g e f f e c t o n p u b l i c o p i n i o n .

I n s o m e c o u n t r i e s , i n w h i c h p h y s i c a l c o n t r o l s w e r e i n t r o d u c e d i n

1 9 3 9 - 4 0 a n d m a i n t a i n e d f o r h a l f a d o z e n o r m o r e y e a r s a f t e r t h e e n d o f t h e

w a r i n 1 9 4 5 , t h e n e w g e n e r a t i o n w h i c h h a s g r o w n u p c a n h a r d l y r e m e m b e r

a n y t h i n g o f t h e n o r m a l w o r k i n g o f a m a r k e t e c o n o m y . B u t e v e r y o n e w i l l

a g r e e t h a t t h e a b o l i t i o n o f t h e k i n d o f r e s t r i c t i o n s a s s o c i a t e d w i t h t h e r a t i o n

b o o k i s a v e r y o b v i o u s a d v a n t a g e f o r h o u s e w i v e s , w h i l e p r o d u c e r s a n d t r a d e r s



welcome the disappearance of other forms of direct controls affecting dealings
in the home market and relations with other economies, since this, too,
simplifies _ transactions and reduces real costs. All this probably means that
a reversion to physical controls, unless clearly necessitated by emergency
conditions such as those existing in time of war, would be most unpopular
with wide sections of the community — especially since experience has
shown that, once normal supplies were again available, the abolition of
restrictions was not followed by any substantial rise in prices but by the
attainment of a greater degree of price stability than was achieved during
the period of economic regimentation, and also by a considerable improve-
ment in the quality of goods and services owing to the revival of com-
petition.

It contributes greatly to confidence and social justice in a community
if p r i ce s c a n be se t f ree a n d if, a t t h e s a m e t i m e , w i d e m o v e m e n t s
in t h e g e n e r a l p r i c e l eve l c an be a v o i d e d . It is under such conditions
that the individual trader or consumer is best able to plan his spending,
weighing the merits of the various commodities and of the various sources
of supply. Indeed, much time and energy can be saved if the retail prices
of most freely-available commodities and services are not subject to violent fluc-
tuations. Moreover, the return of steadier prices puts an end to the possibility
of making inflationary profits — since such profits can be reaped only when
the purchasing power of the monetary unit is falling — and it therefore
forces industry and commerce to make greater efforts to increase their effi-
ciency by means of rationalisation. And it does more than anything else to
restore confidence in the national currency, thus helping to revive savings
activity and often to bring about the repatriation of capital sent abroad during
the period of inflation.

As more capital becomes available for investment there will very likely
be a stronger demand for labour and this, together with the greater stability
of living costs, will eliminate the need for the sudden sharp increases in
money wages which, as experience has shown, are the forerunners of rises in
production costs and corresponding increases in consumer prices, as a result
of which the wage-earner finds before long that the advantages he hoped
to gain by securing a wage-rise have been wiped out.

As may be seen from the table on the following page, t h e t r e n d
of t h e l a b o u r m a r k e t s in 1953 was very different from that in any
of the years since the outbreak of the conflict in Korea in the middle
of 1950.

The figures in the table show the increase in m o n e y wages in terms
of percentages. While the extent and rate of the rise in prices since 1950
has varied greatly from country to country (the smallest change having
occurred in Switzerland), the effect of the general increase in price stability
in 1953 is quite evident from the narrowness of the range of the wage
movements in that year.
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Percentage increase in hourly money wages.

Countries

Percentage increase during

1950
June to

December
1951 1952 53

3

4

0

2

3

5

4

4

2

3

3

1

1

1

the whole
period

June 1950
to December

1953

60

60

54

54

49

34

34

31

30

25

23

18

15

6

Australia
France
Austria . .
Finland
Sweden (')
Canada

Norway ()
Germany (western)
Italy . .
Unrted Kingdom P)

United States
Belgium
Netherlands
Switzerland

15

10

n
20

2

4

6

8

3

4

6

6

5

O

20

34

33

24

24

15

13

14

12

11

6

11

6

4

13

4

0

1

15

6

8

5

11

6

6

0

2

2

0) Quarterly average. (?) Weekly wage rates.

T h e m a i n t e n a n c e o f m o r e s t a b l e p r i c e s h a s b e e n f a c i l i t a t e d b y t h e

i n c r e a s e d l i b e r a l i s a t i o n o f t r a d e , w h e r e b y t h e s o u r c e s o f s u p p l y h a v e

b e e n w i d e n e d w i t h o u t t h e r e h a v i n g o c c u r r e d a n y d e t e r i o r a t i o n i n t h e f o r e i g n

e x c h a n g e p o s i t i o n o f t h e c o u n t r i e s c o n c e r n e d . B u t t r a d e c o u l d n o t h a v e b e e n

l i b e r a l i s e d , n o r c o u l d d o m e s t i c m a r k e t s h a v e p r e s e r v e d t h e i r b a l a n c e , h a d

i t n o t b e e n f o r t h e e l i m i n a t i o n o f i n f l a t i o n a r y t e n d e n c i e s t h a n k s t o t h e

i n c r e a s e i n t h e s u p p l i e s o f g o o d s a n d s e r v i c e s c o m b i n e d w i t h t h e a d o p t i o n

o f m o r e e f f e c t i v e f i s c a l a n d m o n e t a r y p o l i c i e s .

T h e i m p r o v e d e q u i l i b r i u m o b s e r v a b l e i n t h e field o f c o m m o d i t y p r i c e s

i s a l s o n o t i c e a b l e i n t h e e x c h a n g e r a t e s q u o t e d i n t h e f r e e m a r k e t s , w h i c h

a r e n o w —• i n t h e c a s e o f t h e m o s t i m p o r t a n t c u r r e n c i e s — c l o s e t o t h e

o f f i c i a l r a t e s , a n d i n t h e d e v e l o p m e n t o f t h e f r e e - m a r k e t p r i c e o f g o l d , w h i c h

h a s f a l l e n a l m o s t t o t h e l e v e l o f t h e o f f i c i a l p r i c e o f $ 3 5 p e r o u n c e . T h e r e

a r e i n n e r c o n n e c t i o n s b e t w e e n t h e s e v a r i o u s s i g n s o f s t a b i l i t y ; t h e y r e f l e c t

t h e g r o w i n g e f f e c t i v e n e s s o f t h e m e a s u r e s w h i c h h a v e b e e n t a k e n , a n d a t t h e

s a m e t i m e t h e y g i v e p r o o f o f i n c r e a s e d c o n f i d e n c e i n t h e f u n c t i o n i n g o f a

m a r k e t e c o n o m y . T h e s u c c e s s a c h i e v e d i n k e e p i n g t h e a v e r a g e l e v e l o f p r i c e s

s t a b l e f o r a p e r i o d o f n o w w e l l o v e r t w o y e a r s , d u r i n g w h i c h t h e r e h a s

b e e n n o t o n l y t h e m o s t r a p i d i n c r e a s e i n a r m a m e n t s e v e r k n o w n i n p e a c e t i m e

b u t a l s o a g e n e r a l l i f t i n g o f d i r e c t c o n t r o l s , b e a r s w i t n e s s t o t h e c o n t i n u e d

e f f i c a c y , u n d e r p r e s e n t - d a y c o n d i t i o n s , o f t h e m e a n s o f a c t i o n a v a i l a b l e

t o a f r e e - m a r k e t e c o n o m y .

A s i s s h o w n i n C h a p t e r I I I , n o t w i t h s t a n d i n g t h e s t a b i l i t y o f t h e

o v e r a l l p r i c e l e v e l i n 1 9 5 3 t h e r e w e r e d u r i n g t h e y e a r c o n s i d e r a b l e m o v e -

m e n t s i n t h e p r i c e s o f i n d i v i d u a l c o m m o d i t i e s a n d g r o u p s o f c o m m o d i t i e s ,
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Export and import prices.

Monthly indexes: 1952 = 100.

UNITED KINGDOM.

1952'100

120

110

100

90

r e f l e c t i n g t h e t y p e o f a d -

j u s t m e n t t o v a r y i n g c o n - ,

d i t i o n s w h i c h i s t o b e

e x p e c t e d i n f r e e m a r k e t s .

W i t h r e g a r d t o t h e r e l a -

t i o n s h i p b e t w e e n t h e p r i c e s

o f t h e r a w m a t e r i a l s i m - ' i

p o r t e d b y t h e i n d u s t r i a l i s e d ;

c o u n t r i e s o f E u r o p e a n d

t h o s e o f t h e s e m i - m a n u -

f a c t u r e d a n d m a n u f a c t u r e d

a r t i c l e s e x p o r t e d b y t h e s e

c o u n t r i e s , a n i m p r e s s i o n

o f t h e c h a n g e w h i c h h a s

o c c u r r e d c a n b e g a i n e d

f r o m t h e s h i f t w h i c h h a s

t a k e n p l a c e i n t h e t e r m s

o f t r a d e . A n e x a m i n a t i o n

o f t h e r e l a t i o n s h i p b e t w e e n

i m p o r t a n d e x p o r t p r i c e s

i n a n u m b e r o f E u r o p e a n

c o u n t r i e s s h o w s t h a t , g r o s s o

m o d o , t h e t e r m s o f t r a d e

h a v e r e t u r n e d t o w h e r e

t h e y w e r e j u s t b e f o r e t h e

o u t b r e a k o f t h e c o n f l i c t

i n K o r e a , w h i c h m e a n s

t h a t t h e m a r k e d p r i c e d i s -

a d v a n t a g e s u f f e r e d d u r i n g

t h e b o o m p e r i o d b y c o u n -

t r i e s w h i c h a r e h e a v y i m -

p o r t e r s o f r a w m a t e r i a l s

h a s n o w d i s a p p e a r e d . A

s t i m u l u s w a s g i v e n t o

r a w - m a t e r i a l p r o d u c t i o n

t h r o u g h o u t t h e w o r l d b y

t h e f e a r o f s h o r t a g e s a t

t h e t i m e o f t h e K o r e a n

c o n f l i c t ( s e e C h a p t e r I I I ) a n d t h e c o n s e q u e n t i n c r e a s e i n p r o d u c t i o n h a s

h e l p e d t o c r e a t e a p r i c e r e l a t i o n s h i p n o t u n f a v o u r a b l e t o t h e i n d u s t r i a l

c o u n t r i e s o f E u r o p e .

I n t h e c a s e o f a f e w c o u n t r i e s i t i s p o s s i b l e t o c a r r y t h e c o m p a r i s o n

b e t w e e n i m p o r t a n d e x p o r t p r i c e s r i g h t b a c k t o t h e y e a r 1 9 1 3 ; a l t h o u g h

s t a t i s t i c s c o v e r i n g s u c h a l o n g p e r i o d m u s t b e i n t e r p r e t e d w i t h a g r e a t d e a l

o f c a u t i o n , t h e d a t a a v a i l a b l e s e e m t o p e r m i t t h e d r a w i n g o f c e r t a i n b r o a d

a n d r a t h e r i n t e r e s t i n g c o n c l u s i o n s .

1951 1952 1953

NETHERLANDS.

1951 1952 1953 1954

* Half the scale.



T e r m s of t r a d e 1913—1953.

Year

1913
1929
1938
1953

Impart
prices

100
913
753

11,295

Finland

Export
prices

100
1,060
1,018

16,117

Import
prices

divided
by export

prices

700

86

74

70

Import
prices

100
126
109
368

Sweden

Export
prices

100
144
138
435

Import
prices

divided
by export

prices

»00

8 8

79

85

United Kingdom

Import
prices

100
134
103
389

Export
prices

100
160
147
460

Import
prices
divided

by export
prices

700

84

70

85

United States

Import
prices

100
123
77

222

Export
prices

100
134
100
210

Import
prices
divided

by export
prices

700

92

77

706

F i n l a n d i s i n a s p e c i a l p o s i t i o n , t h e g r e a t i m p r o v e m e n t i n i t s t e r m s o f

t r a d e b e i n g d u e t o t h e f a c t t h a t f o r e s t r y p r o d u c t s ( t i m b e r , p u l p a n d p a p e r ) ,

w h i c h a c c o u n t f o r o v e r 8 o p e r c e n t , o f i t s e x p o r t s , a r e s t i l l i n g r e a t d e m a n d

a n d t h a t t h e i r p r i c e s h a v e g e n e r a l l y r i s e n m o r e t h a n t h o s e o f o t h e r t y p e s

o f g o o d s .

S w e d e n , t o o , h a s b e n e f i t e d f r o m t h e r e l a t i v e l y h i g h p r i c e s p a i d f o r

f o r e s t r y p r o d u c t s , b u t t h e S w e d i s h e c o n o m y i s m u c h m o r e d i v e r s i f i e d t h a n t h a t

o f F i n l a n d ; i n d e e d , i t i s i n t e r e s t i n g t o n o t e t h e b r o a d s i m i l a r i t y b e t w e e n p r i c e

d e v e l o p m e n t s i n S w e d e n a n d t h o s e i n t h e U n i t e d K i n g d o m . I t i s o f t e n

p o i n t e d o u t t h a t S w e d e n ' s t e r m s o f t r a d e , a n d s t i l l m o r e t h o s e o f t h e U n i t e d

K i n g d o m , a r e d i s t i n c t l y l e s s f a v o u r a b l e t o d a y t h a n t h e y w e r e i n 1 9 3 8 , e v e n

t h o u g h t h e a b n o r m a l c o n d i t i o n s o f t h e K o r e a b o o m n o w n o l o n g e r e x i s t . I t

s h o u l d b e r e m e m b e r e d , h o w e v e r , t h a t 1 9 3 8 w a s a y e a r o f w o r l d - w i d e b u s i n e s s

d e p r e s s i o n ( t h e u n e m p l o y e d i n t h e U n i t e d S t a t e s h a v i n g n u m b e r e d n o l e s s

t h a n 1 0 m i l l i o n ) ; w o r l d d e m a n d f o r r a w m a t e r i a l s w a s t h e r e f o r e a t a n

a b n o r m a l l y l o w l e v e l , w i t h t h e r e s u l t t h a t t h e p r i c e s r e c e i v e d b y r a w - m a t e r i a l -

p r o d u c i n g c o u n t r i e s c o u l d n o t b e s a i d t o p r o v i d e t h e m w i t h a f a i r r e t u r n . I t

i s t h e r e f o r e b e t t e r t o c h o o s e a d i f f e r e n t p r e - w a r y e a r a s t h e b a s i s o f c o m -

p a r i s o n — f o r i n s t a n c e , 1 9 2 9 , s i n c e t h a t w a s a y e a r o f r e c o r d p r o d u c t i o n b o t h

i n t h e U n i t e d S t a t e s a n d e l s e w h e r e . T h e t a b l e s h o w s t h a t t h e S w e d i s h a n d

B r i t i s h t e r m s o f t r a d e a r e a t p r e s e n t a b o u t t h e s a m e a s t h e y w e r e i n 1 9 2 9

a n d , f u r t h e r m o r e , t h a t t h e 1 9 2 9 t e r m s o f t r a d e w e r e s o m e 1 5 p e r c e n t , m o r e

f a v o u r a b l e t h a n t h o s e o f 1 9 1 3 - T h i s i s v e r y i n t e r e s t i n g , f o r t h e r e a r e r e a s o n s

t o b e l i e v e t h a t t h e p r i c e c h a n g e s r e s p o n s i b l e f o r t h e i m p r o v e m e n t o f

t h e t e r m s o f t r a d e b e t w e e n 1 9 1 3 a n d 1 9 2 9 w e r e firmly b a s e d , b e i n g t h e

r e f l e c t i o n o f a g e n e r a l r i s e i n t h e p r o d u c t i v i t y o f t h e r a w - m a t e r i a l - p r o d u c i n g

c o u n t r i e s . I n v i e w o f t h e f a c t t h a t f u r t h e r i n c r e a s e s i n p r o d u c t i v i t y h a v e

o c c u r r e d s i n c e 1 9 2 9 a n d t h a t s y n t h e t i c s u b s t i t u t e s h a v e n o w b e e n d i s c o v e r e d

f o r s e v e r a l i m p o r t a n t r a w m a t e r i a l s , i t m a y p e r h a p s b e e x p e c t e d t h a t t h e t e r m s

o f t r a d e f o r t h e i n d u s t r i a l c o u n t r i e s o f E u r o p e w i l l r e m a i n a b o u t a s f a v o u r a b l e

i n t h e f u t u r e a s t h e y w e r e i n 1 9 5 3 p r o v i d e d , o f c o u r s e , t h a t t h e r e a r e n o

g r a v e p o l i t i c a l d i s t u r b a n c e s .

A s f a r a s t h e U n i t e d S t a t e s i s c o n c e r n e d , t h e p i c t u r e i s s o m e w h a t

d i f f e r e n t , s i n c e t h a t c o u n t r y i s s t i l l t o s o m e e x t e n t a n e x p o r t e r o f r a w m a t e r i a l s

a n d s i n c e , m o r e o v e r , t h e p r i c e s i t h a s t o p a y f o r c e r t a i n c o m m o d i t i e s o f w h i c h
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Gold and dollar holdings.*
Excluding the United States, international institutions and the U.S.S.R.

Quarterly, in milliards of U.S. dollars.
25 25

i t i s i m p o r t i n g i n c r e a s i n g q u a n t i t i e s ( c o f f e e , c o c o a a n d f o r e s t r y p r o d u c t s )

h a v e , f o r a n u m b e r o f y e a r s b e e n r i s i n g a t m o r e t h a n t h e a v e r a g e r a t e f o r a l l

c o m m o d i t i e s . T h e U . S . t e r m s o f t r a d e a r e n o t v e r y d i f f e r e n t t o d a y f r o m w h a t

t h e y w e r e i n 1 9 1 3 ; t h e y w o u l d p r o b a b l y b e c o m e m o r e f a v o u r a b l e i n t h e e v e n t o f

a s e v e r e d e p r e s s i o n — w h i c h , h o w e v e r , n e e d l e s s t o s a y , i t i s i n e v e r y b o d y ' s

i n t e r e s t t o a v o i d .

V e r y m u c h t h e s a m e c i r c u m s t a n c e s a s m a d e p o s s i b l e t h e h i g h d e g r e e o f

p r i c e s t a b i l i t y i n 1 9 5 2 a n d 1 9 5 3 a l s o c o n t r i b u t e d t o a n i m p r o v e m e n t i n

t h e i n t e r n a t i o n a l b a l a n c e - o f - p a y m e n t s p o s i t i o n . T h e g o l d a n d d o l l a r

h o l d i n g s o f c o u n t r i e s o u t s i d e t h e U n i t e d S t a t e s b e g a n t o g r o w i n t h e s p r i n g

o f 1 9 5 2 — i . e . a t a

t i m e w h e n t h e s p e c -

t a c u l a r K o r e a b o o m

h a d s p e n t i t s f o r c e —

a n d t h e y h a v e b e e n

i n c r e a s i n g e v e r s i n c e .

I n t h e t w e n t y - o n e

m o n t h s f r o m A p r i l

1 9 5 2 t o t h e e n d o f

1 9 5 3 t h e i n c r e a s e i n

s u c h h o l d i n g s ( n o t i n -

c l u d i n g , h o w e v e r , t h e

g o l d r e s e r v e s o f t h e

U . S . S . R . — s i n c e t h e i r

s i z e i s n o t k n o w n —

t h o s e o f i n t e r -o r

n a t i o n a l i n s t i t u t i o n s )

a m o u n t e d t o n e a r l y

$ 3 . 9 m i l l i a r d ; a n d o f

t h i s $ 2 . 6 m i l l i a r d w a s

a d d e d i n 1 9 5 3 . A s

m a y b e s e e n f r o m

t h e s e c o n d o f t h e

t w o g r a p h s , t h e i m -

p r o v e m e n t w h i c h h a s

o c c u r r e d s i n c e t h e

s p r i n g o f 1 9 5 2 h a s

b e e n c o n f i n e d a l m o s t

e x c l u s i v e l y t o t h e

s t e r l i n g a r e a a n d t h e

c o n t i n e n t a l O . E . E . C .

c o u n t r i e s , e s p e c i a l l y

w e s t e r n G e r m a n y ,

t h e N e t h e r l a n d s a n d

A u s t r i a . T h e r e w a s a l s o

a n i n c r e a s e , a l t h o u g h

1946 1952 1953 1954

Distribution of gold and dollar holdings.
Excluding the United States, international institutions and the U.S.S.R.

Quarterly, in milliards of U.S. dollar«.
25

1946 1947 1948 1949 1950 1951 1953 1954

* Dollar holdings include both official and private holdings.
Source: Federal Reserve Bank of New York.
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i t w a s m u c h l e s s m a r k e d , i n t h e c o m b i n e d h o l d i n g s o f t h e L a t i n A m e r i c a n

c o u n t r i e s , w h i c h r o s e b y $ 2 6 0 m i l l i o n d u r i n g 1 9 5 3 , w h i l e o n t h e o t h e r h a n d

t h o s e o f t h e A s i a t i c n o n - s t e r l i n g - a r e a c o u n t r i e s t a k e n a s a w h o l e u n d e r w e n t

l i t t l e c h a n g e d u r i n g t h i s p e r i o d , a n d C a n a d a ' s g o l d a n d U . S . d o l l a r h o l d i n g s

d e c r e a s e d s o m e w h a t i n 1 9 5 3 . C a n a d a ' s r e s e r v e s w e r e , h o w e v e r , a l r e a d y

s u b s t a n t i a l ; a n d i n L a t i n A m e r i c a a n d A s i a o n l y a f e w c o u n t r i e s a c t u a l l y

s u f f e r e d a n e t l o s s . I t C a n t h u s b e s a i d t h a t e v e n o u t s i d e E u r o p e a n d t h e

s t e r l i n g a r e a t h e y e a r w a s f o r m o s t c o u n t r i e s o n e o f s u s t a i n e d , a l t h o u g h

g e n e r a l l y s l o w , i m p r o v e m e n t .

T h e g r o w t h i n t h e r e s e r v e s o f t h e s t e r l i n g - a r e a c o u n t r i e s a n d o f t h e

O . E . E . C , c o u n t r i e s o f c o n t i n e n t a l w e s t e r n E u r o p e h a s g o n e h a n d i n h a n d w i t h

a distinct improvement in
O.E.E.C, countries: Current account

of the balance of payments.

Country

Austria .

Belgium

Denmark

France 0) '.

Germany

Greece

Iceland

Italy

Netherlands

Norway

Portugal

Sweden

Switzerland (2) . . . .

Turkey * .

United Kingdom . ; .

Total . , .

1951 ! 1952 1953*

in millions of U.S. dollars

— 176

.+ 236

— 40

— 1,063

+ 155

— 269

— 11

— 124

— 60

+ 36

— 2

+ 182

— 17

— 114

— 1,078

— 2,345

— 104

+ 150

+ 22

: — 659

+ 570

— 175

— 8

— 311

+ 490

—- 5

i — 63

+ 35

+ 170

— 170

+ 714

+ 656

+ 71
+ 4
+ 22
- 220
+ 875
— 89
— 5
— 189
+ 337
— 143
— 35
+ 45
+ 308
— 165
+ 630

+ 1,446

t h e c u r r e n t a c c o u n t o f

t h e i r b a l a n c e s o f p a y -

m e n t s , e s p e c i a l l y v i s - à - v i s

t h e U n i t e d S t a t e s .

(1) Including French overseas territories.
* Provisional.

(2) Private estimate.

A l t h o u g h n o t e v e r y c o u n -

t r y w a s a b l e t o i m p r o v e i t s

b a l a n c e - o f - p a y m e n t s p o s i t i o n

i n 1 9 5 3 , f o r w e s t e r n E u r o p e a s

a w h o l e t h e c h a n g e - o v e r f r o m

a c u r r e n t d e f i c i t o f $ 2 , 3 4 5 m i l -

l i o n i n 1 9 5 1 t o a c u r r e n t

s u r p l u s o f $ 1 , 4 4 6 m i l l i o n t w o

y e a r s l a t e r r e p r e s e n t s q u i t e

a r e m a r k a b l e a c h i e v e m e n t .

T h r o u g h t h e l i f t i n g o f r e s t r i c -

t i o n s o n t r a d e a n d p a y m e n t s

i n r e l a t i o n t o a l l c o u n t r i e s t h e

f o u n d a t i o n s a r e b e i n g l a i d f o r

a n e x p a n s i o n o f t h e v o l u m e

o f i n t e r n a t i o n a l c o m m e r c i a l

a n d financial t r a n s a c t i o n s .

T h e i m p r o v e m e n t i n t h e E u r o p e a n c o u n t r i e s ' b a l a n c e - o f - p a y m e n t s s i t u a -

t i o n h a s a s i t s c o u n t e r p a r t a v e r y r e m a r k a b l e c h a n g e i n t h a t o f t h e U n i t e d

S t a t e s a n d C a n a d a . A s f a r a s t h e U n i t e d S t a t e s i s c o n c e r n e d , a c o n s i d e r -

a b l e p r o p o r t i o n o f i t s e x p o r t s i n r e c e n t y e a r s h a s c o n s i s t e d o f m i l i t a r y

e q u i p m e n t d e l i v e r e d u n d e r t h e M u t u a l S e c u r i t y P r o g r a m , a n d i f t h e s e

d e l i v e r i e s a r e i n c l u d e d i n t h e t o t a l o f U . S . e x p o r t s t h e U n i t e d S t a t e s ' o v e r a l l

s u r p l u s i n r e s p e c t o f g o o d s a n d s e r v i c e s o f a l l k i n d s s h o w s o n l y a v e r y

s m a l l d e c l i n e , f a l l i n g f r o m $ 4 . 9 m i l l i a r d i n 1 9 5 2 t o $ 4 . 7 m i l l i a r d i n 1 9 5 3 .

If, h o w e v e r , t h e m i l i t a r y d e l i v e r i e s ( w h i c h i n 1 9 5 3 r e p r e s e n t e d a s m u c h a s

o n e - f o u r t h o f t o t a l e x p o r t s ) a r e e x c l u d e d , a n d r e m i t t a n c e s a n d o t h e r g i f t s

( i n c l u d i n g c o n t r i b u t i o n s f o r c h a r i t a b l e p u r p o s e s ) a r e r e g a r d e d a s p a r t o f

c u r r e n t e x p e n d i t u r e , a s i s t h e p r a c t i c e i n E u r o p e a n b a l a n c e - o f - p a y m e n t s



I I

e s t i m a t e s , t h e U . S . c u r r e n t b a l a n c e i s s e e n t o h a v e c h a n g e d f r o m a s u r p l u s

o f $ 1 , 8 2 9 m i l l i o n i n 1 9 5 2 t o a d e f i c i t o f $ 6 2 m i l l i o n i n 1 9 5 3 .

C a n a d a ' s b a l a n c e o f p a y m e n t s u n d e r w e n t a c h a n g e w h i c h w a s p r o -

p o r t i o n a t e l y e v e n g r e a t e r , a c u r r e n t s u r p l u s o f C a n . $ 1 5 7 m i l l i o n i n 1 9 5 2 b e i n g

r e p l a c e d b y a d e f i c i t o f C a n . $ 4 6 7 m i l l i o n i n 1 9 5 3 , b u t i t s h o u l d b e a d d e d

t h a t t h e c h a n g e w a s m a i n l y i n r e l a t i o n t o t h e s t e r l i n g a r e a a n d t h e U n i t e d

S t a t e s , f r o m w h i c h c o u n t r y a s u b s t a n t i a l a m o u n t o f c a p i t a l f o r i n v e s t m e n t

p u r p o s e s h a s flowed i n t o C a n a d a i n r e c e n t y e a r s .

A c c o r d i n g t o t h e s t a t i s t i c s o f t h e U . S . D e p a r t m e n t o f C o m m e r c e ,

w e s t e r n E u r o p e i n 1 9 5 3 h a d a s u r p l u s o n c u r r e n t a c c o u n t * o f s o m e $ 8 5 0 m i l -

l i o n i n r e l a t i o n t o t h e U n i t e d S t a t e s a n d , f u r t h e r m o r e , r e c e i v e d s o m e

$ 1 , 1 5 0 m i l l i o n i n t h e f o r m o f e c o n o m i c - a i d g r a n t s a n d o f c e r t a i n o t h e r

g o v e r n m e n t t r a n s f e r s . T h e s e s u b s t a n t i a l a d d i t i o n s t o i t s r e s o u r c e s , t o g e t h e r

w i t h t h e g o l d a n d d o l l a r s w h i c h i t e a r n e d i n t r a n s a c t i o n s w i t h c o u n t r i e s

o t h e r t h a n t h e U n i t e d S t a t e s , e n a b l e d w e s t e r n E u r o p e ( i n c l u d i n g t h e a s s o -

c i a t e d m o n e t a r y a r e a s ) t o a d d s o m e $ 2 , 4 0 0 m i l l i o n t o i t s g o l d a n d d o l l a r

h o l d i n g s i n 1 9 5 3 .

T h e q u e s t i o n o f t h e b a l a n c e o f p a y m e n t s i s a c o m p l e x m a t t e r . W h i l e

t h e r e i s n o d o u b t t h a t t h e s u c c e s s o r f a i l u r e o f a c o u n t r y ' s e f f o r t s t o e s t a b l i s h

e q u i l i b r i u m i n i t s i n t e r n a l e c o n o m y i s t h e p r i m a r y f a c t o r . d e t e r m i n i n g w h e t h e r

i t w i l l h a v e a s u r p l u s o r a d e f i c i t i n i t s b a l a n c e o f p a y m e n t s , a c c o u n t m u s t

a l s o b e t a k e n o f d e v e l o p m e n t s i n t h e e c o n o m i e s o f i t s m a i n t r a d i n g p a r t n e r s

a n d o f s u c h s p e c i a l c i r c u m s t a n c e s a s t h e r e c e i p t o f e c o n o m i c , m i l i t a r y a n d

o t h e r a i d f r o m t h e U n i t e d S t a t e s a n d t h e c o n t i n u e d i m p o s i t i o n o f r e s t r i c t i o n s

o n i m p o r t s , p a r t i c u l a r l y f r o m t h e d o l l a r a r e a . . , . . • ,

I n t h e c a l e n d a r y e a r 1 9 5 3 , t h e n e t a m o u n t o f U . S . e c o n o m i c a i d t o a l l

c o u n t r i e s w a s $ 2 , 0 2 9 m i l l i o n a n d t h a t o f m i l i t a r y a i d $ 4 , 3 7 1 m i l l i o n , w h i l e

U . S . m i l i t a r y e x p e n d i t u r e a b r o a d t o t a l l e d s o m e $ 2 , 0 0 0 m i l l i o n . F r o m t h e p o i n t

o f v i e w o f t h e b e n e f i c i a r i e s t h e r e i s , o f c o u r s e , a v e r y i m p o r t a n t ; d i f f e r e n c e

b e t w e e n e c o n o m i c a i d , w h i c h a d d s t o t h e f r e e r e s o u r c e s a v a i l a b l e f o r . i n v e s t -

m e n t i n t h e r e c i p i e n t c o u n t r y ( b e i n g i n t h i s r e s p e c t s o m e w h a t h a k i n , t o t h e

flow o f d o m e s t i c s a v i n g s ) , a n d m i l i t a r y a i d , w h i c h e i t h e r c o n s i s t s i n t h e

d e l i v e r y o f s p e c i f i c m a t e r i a l s f o r d e f e n c e p u r p o s e s o r i n t h e p r o v i s i o n o f

f u n d s c o r r e s p o n d i n g t o d e f i n i t e i t e m s o f a r m a m e n t e x p e n d i t u r e , t h u s s u p p l y i n g

n o e x t r a f u n d s f o r t h e financing o f c i v i l i a n i n v e s t m e n t . T h e g r e a t m a j o r i t y o f

w e s t e r n E u r o p e a n c o u n t r i e s a r e n o l o n g e r r e c e i v i n g e c o n o m i c a i d a n d , a s t h e

m i l i t a r y a i d i s l a r g e l y c o n d i t i o n a l u p o n t h e i n c u r r i n g b y t h e r e c i p i e n t c o u n t r y

o f e x p e n d i t u r e w h i c h o t h e r w i s e m i g h t n o t b e u n d e r t a k e n , t h e a s s i s t a n c e g i v e n

b y t h e U n i t e d S t a t e s n o l o n g e r h a s t h e s a m e s i g n i f i c a n c e f r o m t h e m o n e t a r y

p o i n t o f v i e w a s i t h a d i n t h e M a r s h a l l a i d p e r i o d . I t s h o u l d a l s o b e n o t e d

t h a t t h e r e c e n t i n c r e a s e i n A m e r i c a n m i l i t a r y a n d o t h e r e x p e n d i t u r e h a s b e e n

* T h e official U.S. figures for the balance on goods and services account have been adjusted here so
as to exlude the cost of exports to Europe under the military-aid programme and to include, as
income for Europe, the net amount of private "unilateral transfers" (remittances and gifts, etc.).
which in 1953 was $246 million.


