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Gentlemen,

I have the honour to submit herewith the Annual Report of the Bank
for International Settlements for the seventeenth financial year, beginning
ist April 1946 and ending 31st March 1947. The results of the year's
business operations are set out in detail in the section from page 157 to
page 164 together with a general review of the current activities of the Bank
and an analysis of the balance sheet as at 31st March 1947.

The financial year closed with a surplus of 692,787.01 Swiss gold fcancs
which has been transferred to the Special Suspense Account established in
1945. This account, to which the surplus of the financial year 1944-45 was
credited and the deficit of the following financial year 1945-46, amounting to
616,581.45 Swiss gold francs, was charged, is thus back at a figure slightly
exceeding the amount initially credited to it. As may.. be seen from the
section dealing with the current activities of the Bank, equilibrium between
the Bank's current revenue and expenditure was progressively re-established
in the course of the financial year.

The Bank's financial year 1946-47 has seen some important innovations
in the institutional framework of the world's monetary system, for it was
in that period that the International Monetary Fund and the International
Bank for Reconstruction and Development reached the stage at which opera-
tions could begin.

The first task of t h e I n t e r n a t i o n a l M o n e t a r y F u n d was to fix the
par values of the various currencies: on 18th December 1946, the Managing
Director of the Fund published a schedule O of the par values that had
been accepted as initial rates in accordance with the articles of the Agreement
setting up the Fund. In an official statement (a) issued on the same date it
was, however, explained that: "This is the first time that a large number of

(1) The schedule is reproduced on page 169.
(2) See page 172.
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nations have submitted their exchange rates to consideration by an international
organisation and thus a new phase of international monetary cooperation has
begun. The major significance of the present step is not in the particular
rates of exchange which are announced, but in the fact that the participating
nations have now fully established a régime wherein they are pledged to
promote exchange stability, to make no changes in the par values of their
currencies except, in accordance with the Fund Agreement, and to . assist
each other in attaining the general objectives of the Fund."

Notwithstanding the fact that at the present exchange rates there
were, in a number of cases, substantial disparities between the price levels of
the countries concerned, the Fund had reached the conclusion that the proper
course of action was to accept as initial par values the existing rates of
exchange, ist March 1947 was fixed as the date on which the Fund would
begin exchange transactions ; a statement by the Managing Director, however,
carried a warning to the effect that limitations on the amounts which countries
might borrow would be strictly enforced to prevent any country, or a few
countries, from taking more than a fair share of scarce currencies.

T h e I n t e r n a t i o n a l B a n k for R e c o n s t r u c t i o n a n d D e v e l o p m e n t
likewise proceeded with its organisation in the course of 1946 and it had,
in particular, to attack the problem of the best way to raise capital on the
American market in order to secure a sufficiency of loanable funds. The
objective has been to establish an increasingly close contact not only with
bodies responsible to the respective governments, but also with the money and
capital markets through which current savings are becoming available, such
contact being indispensable for. an institution which proposes to undertake a
substantial volume of international lending. For the markets themselves it is
equally a matter of importance that close contact should be maintained with
the monetary authorities either directly or through competent international
institutions, this being - especially the case in a period when, besides the normal
risks of foreign lending, the possibility of transfer, in many countries, depends
on decisions taken by exchange controls.

These problems had already been discussed during the war, and it was
then foreseen that in the period following the end of hostilities a system of
humanitarian aid would first be required. Such aid has, in fact, been pro-
vided through the United Nations Relief and Rehabilitation Administration
(UNRRA) and also through other relief organisations or grants by different
governments. It was not to be expected, however, that, in a period of great
insecurity, private lending could immediately step in and meet the widespread
need for access " to foreign funds. It, therefore, seemed certain that some
official lending would have to be arranged, the most typical examples of
such lending being the United States line of credit to the United Kingdom
and the loans granted by the U . S . Export-Import Bank. There have, however,
been other forms of post-war official lending, the first in order of time
being the reciprocal credits extended through various European payments and
monetary agreements.



But provision of funds from the Treasuries of individual governments
could not continue indefinitely as the only source of lending and other methods,
therefore, were required. It was partly with this end in view that the two
new institutions were organised, the International Monetary Fund to furnish
short-term accommodation and the International Bank for Reconstruction and
Development to assist its members to obtain long-term funds.

It has been announced that the International Monetary Fund will issue
three-monthly reports; at the time of writing, May 1947, no such report had
appeared.

In an address given in New York on 18th April 1947, the President of
the International Bank for Reconstruction and Development explained that
the capital funds of the Bank paid in or to be paid in by member govern-
ments amounted to 20 per cent, of the Bank's total subscribed, or. approxim-
ately $1,550 million, of which about $725 million were represented by U. S.
dollars, the remainder being represented by the local currencies of the
various members other than the United States. Since the need and desires
of practically all potential borrowers were primarily for dollars, the Bank had
to look for its loanable funds partly to the $725 million subscribed in that
currency but primarily to the sale of its securities in the private investment
market, predominantly the United States market. The President further under-
lined that before a loan was granted the Bank had to be satisfied that the
project or programme to be financed was economically sound in the sense
that it would raise the level of productivity of the borrowing country and
that the prospects of repayment would be such as to make the loan a
prudent risk. Because of the security arising from the possible call on the
remaining 80 per cent, of the subscriptions by the member governments and
because the Bank is not primarily a profit-seeking concern, the President
considered that the Bank would be able to make loans for projects which,
though constituting good risks, were not sufficiently attractive to secure purely
private financing. But he also pointed out that the Bank was empowered
to assist private capital by its guarantees of, and participations in, private
international loans and drew the conclusion that the greater the contribution
of the Bank to the creation of conditions of economic stability and prosperity
throughout the world, the sooner could private agencies play their traditional
rôle in the process of international investment.

Both the International Monetary Fund and the International Bank for
Reconstruction and Development have, as part of their activities, established
contact with the United Nations and various other institutions.

During the meeting of the Board of Governors of the International
Bank for Reconstruction and Development, held in Washington in October
1946, the President of the International Bank and the Chairman of the Board
of the Bank for International Settlements exchanged their views with regard
to the cooperation which could be established between the two institutions.



Conversations were resumed after the election of Mr McCloy as
President of the International Bank.

A memorandum regarding the practical modalities of the foreseen co-
operation in research and exchange of information has been worked out
and approved by an exchange of letters, dated 17th April 1947. The
Bank for International Settlements has declared itself ready to facilitate
with all its possible means the task of the International Bank in Europe
especially by putting its Monetary and Economic Department at the
disposal of the International Bank and by furnishing to its officials on
duty in Europe all the essential facilities and every useful information,
without prejudice to any other form of cooperation which in the future
might appear to be appropriate.
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II. Transition from War to Peace E c o n o m y .

The two years which have passed since hostilities in Europe came to
an end have been years of t r a n s i t i o n f r o m w a r to p e a c e e c o n o m y .
The main task has thus been to overcome with the greatest possible speed
two wellnigh unavoidable difficulties which beset the war economy:

(i) Wartime b u d g e t d e f i c i t s became so large that they could be met
only by resort to inflationary financing.

(ii) E x c e p t i o n a l s h o r t a g e s in_ ordinary consumers' goods and the con-
sequent reductions in the standard of living were due to the fact
that up to one-half of the productive power in certain countries had
been devoted to the prosecution of the war.

The progress of reconversion since the summer of 1945 has varied
greatly from country to country, the degree of success being dependent upon,
inter alia, the extent of actual destruction suffered during the war and of
the exhaustion of stocks, the size of monetary reserves and the amounts
of foreign credit obtained, as well as the ability shown by governments in
tackling the problems of administration. But the principles which emerge
from the experience gained are, with slight modifications, applicable to all
countries.

A return to o r d e r l y b u d g e t i n g is clearly of paramount importance
as a safeguard against inflation. It is conceivable that, immediately after
hostilities had ceased, ' a country was still justified in exceptional outlay on
such vital needs as the restoration of communications and the provision of
minimum working capital for industrial and commercial enterprises, even if
that involved some further inflation. But there soon came a point when
the disadvantages of continued or spasmodic rises in prices, with the mone-
tary uncertainty thus engendered, far outweighed other considerations, since
nothing enduring can be built on the quicksands of constantly changing
monetary values.

Apart from inflationary dangers resulting from large budget deficits,
there is another important consideration, namely, that such deficits take toll
of current domestic savings and the proceeds of foreign credits also, and
thus eat_ i n t o t h e r e s o u r c e s a v a i l a b l e for p r o d u c t i v e i n v e s t m e n t s .
It often happens that attention is paid too exclusively to the purely financial
aspect of balancing the budget, although the physical apportionment of actual
productive power is of equal consequence. For this very reason importance
attaches to the level at which equilibrium is obtained. A hypertrophied
administration not only makes it difficult to fill the gap between expenditure
and revenue but retains men and women of different grades whose labour
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is urgently needed in industry, agriculture and commerce. Losses suffered
in this way are clearly perceived in societies of a collectivistic type with a
keen predilection for large-scale industrial investments; but at the present
juncture such losses cannot escape notice anywhere since they stand out
conspicuously against the background of the acute labour shortage prevailing
in the world. It is interesting to note that in France the Monnet Plan
(published in December 1946) was worked out in close contact with repre-
sentatives of various associations including trade unions, all being in agree- ;
ment that the practical execution of the plan was conditional upon a radical
reform of public finances, including the establishment of budget equilibrium
by a compression of expenditure. A similar line has been adopted in the
two-year plan for Czechoslovakia. If a feeling of security came to prevail in
the international sphere, permitting substantial reductions in military ex-
penditure, an enormous advance would have been made towards monetary
reconstruction and an improvement in the general standard of living. There
is, in more ways than one, a connection between a real and secure peace,
orderly financing and social wellbeing.

During the war, s u b s i d i e s , designed mainly to hold down the cost
of living, became an important item on the expenditure side of many national
budgets. By a combination of price control and subsidies it was possible to
moderate the increase in wages and the consequent rise in the general level
of prices; and, for governments which had large borrowing programmes, this
was an important consideration from a financial point of view also, since
lower costs meant smaller additions to the deadweight debt. Wi th the
return to peace, the granting of subsidies is generally being felt as a hindrance
to the establishment of budget equilibrium and also as a factor militating
against the realisation of a natural balance between costs and prices. True,
it is sometimes argued that the payment of subsidies merely constitutes a
transfer from one income group to another, without absorbing actual resources,
and that, for this reason, such expenditure should not be regarded as a real
encroachment on productive power, limiting the volume of investments. But this
is surely too shallow a view: so long as governments have to borrow for current
purposes, and thus to meet the subsidies, there is very likely to be a net reduc-
tion in the savings available for productive purposes (since the holding-down of
the cost of living certainly does not give rise to a corresponding amount of
fresh savings). If, moreover, the subsidies can be financed only through the
issue of new paper money, the resulting inflationary increase in such prices
as are not fully controlled may soon nullify all the advantages for the
consumer. It will prove positively harmful to try to keep the cost of
living down by subsidising, if in that way new purchasing power is released
to the public and affects prices in general.

Even when the budget is balanced, there is the consideration that the
maintenance, of artificially low prices benefits not only those who really need
the aid involved but also those who could do without it ; moreover, the subsidies
necessitate the maintenance of a higher level of taxation than would otherwise
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have been required — which may be a serious matter when taxation, already
high, acts as a discouragement to new initiative and exertions.*

The n a t i o n a l i s a t i o n s which have taken place in many countries since
the war cannot as yet be judged by results, partly because complete data
regarding the operation of the national enterprises are still lacking for the
most part. But it . is known-that in many cases operating losses are being
sustained which have to be covered by grants from the public treasuries.
When that is the case the nationalised enterprises not only do not contribute
their fair share to .the current upkeep of public services but actually appro-
priate a part of the nation's savings to cover current costs, and thus slow
down progress all round.

Fortunately it can be said that in many countries t h e t r u e c o n n e c t i o n
b e t w e e n a l l o c a t i o n s in t h e f i n a n c i a l a c c o u n t s a n d t h e d i s p o s a l ,
for different purposes, of t h e n a t i o n ' s r ea l r e s o u r c e s is becoming more
and more understood, thanks partly to the publication of special studies,
often in connection with the annual budget (e.g. in the form of "White
Papers" submitted to Parliament in Great Britain — a similar procedure
being adopted in Holland, Norway, etc.). In the United States, the activities
of wartime agencies have, as a rule, been discontinued (the Federal Price
Control, which at the beginning of 1946 still employed about 34,000 persons,
is, for instance, to cease its work as a federal institution in the latter half
of 1947); a further rationalisation has been imposed upon government services
by the cut in budget expenditure from $371/2 to about 33 milliard in accord-
ance with a decision taken by Congress in March 1947.

In the second world war a much greater proportion of government
expenditure was covered by taxation than had been the case in the previous
conflict; even in the financial year 1944-45, i.e. at the height of the war,
fully 50 per cent, of the British Government's expenditure was met by
current revenue, with 46 per cent, as the corresponding figure for the

It is singularly difficult to obtain comparable figures of subsidies for different countr ies or even
comprehensive figures comparable over a series of years for one and the same country. T h e
following tab le shows t h e appropr ia t ions for " food subs id ies" , b u t it shou ld b e r e m e m b e r e d tha t
large sums are often expended on o ther pr ice reduct ions such as keeping d o w n t h e pr ice of cóal
or t h e ren ts in new bui ldings.

Food Subsidies in a Number of Countries. (') 1944. ;
(!) Subsidies for 1947-48 are esti-

ma ted at £391 mil l ion.
(3) In t h e U n i t e d States, all food

subsidies were to b e abolished
by i s t M a y 1947, only, a small
appropr ia t ion for sugar having
been re ta ined in the 1947-48
budge t . In a n u m b e r of other
countr ies an a t t emp t had been
m a d e to offset, by increased
subsidies , t h e rise in pr ices
which gathered m o m e n t u m in
t h e s u m m e r of 1946; bu t in

the course of 1947 a contrary policy of r e t r enchment has begun to be noticeable in th is field
also. Sudden and complete abolition of subsidies in a per iod of rising pr ices would, of course,
expose consumers wi th m o r e or less fixed incomes to a severe strain.

Country

Belgium
Holland
Norway . . . . .
Switzerland . . .
United Kingdom .
United States . .

Unit
of

currency

B.fcs
FI.
N.Kr.
Sw.fcs
£ stg
$

1944-45
or 1945

1945-46
or 1946

1946-47
or 1947

in millions of national currency units

11,000
128 (')
140
126
250

1,366

7,300
376
357
234
265

1,634

5,200
316
428
227
349 O
325 P)



United States and over 45 per cent, for Germany. In other countries,
too, efforts were made to increase the yield of taxation. With government
revenue at a high level, it seemed likely that post-war budgets would fairly
easily be brought into balance once the swollen war expenditure could be
discontinued. Another condition was, of course, that no great fall occurred
in national income through large-scale unemployment — an eventuality
against which more or less effective safeguards had been devised by the
various governments.

As events have turned out, thé flow of money incomes has in general
been well maintained, together with a steady resumption of peacetime pro-
duction. But, even so, budgetary equilibrium has not easily been restored;
the main reasons for the delay and disappointments in this particular field
are those already mentioned above; continuance of high military expenditure,
official establishments larger than ever before, subsidies sometimes even
higher than during the war and often appreciable deficits in nationalised
enterprises; but to these reasons should be added: heavy appropriations for
demobilisation and discharge gratuities and the increasing cost of pensions,
as well as new items of social expenditure, real progress in the social field
being a result of official schemes only in so far as they really (together with
a general increase in incomes) contribute to an all-round improvement in the
standard of living.* In the course of 1946 only a limited number of countries
were able to achieve a real equilibrium in their budgets. In some cases the
situation was even worse than during the war itself. China, harassed by
civil war, laboured under heavy government deficits resulting in extreme
inflation; and deficit financing also brought down the currencies of Greece
and Hungary. •

But apart from those countries where the budgetary situation got
completely out of hand, the following groups may be distinguished :

(i) In some countries expenditure has been sufficiently reduced for the
budget to be balanced, even with a reduction in taxation. This has
been the case, most typically, in the United States and Canada.

* It should be remembered that in most countries social charges are levied outside the budgets, the
amounts collected being placed to the account of particular funds, from which payments are made
in the form of health insurance benefits, old-age pensions, etc. The amounts involved run to high
figures. According to an investigation of France's social outlay in the winter of 1946-47, the total
of private and public contributions to social services will amount to well over Fr.fcs 300 milliard
in 1947, corresponding to nearly 10 per cent, of the national income. Two particular points
should be noted:

(1) The net amounts received weekly or monthly by the wage-earners in no way represent
the "cost of labour" in production, for it is necessary to add the amounts paid as social
charges, whether in the form of a contribution by the employer or as a deduction from
the wage of the employed. The difference between the net receipts of the workers and total
wage costs begins to be substantial, the charges, all told, adding another 30 or 40 per cent,
to the net wage.

(2) Amounts paid to the official funds as social charges are often spent immediately to provide
benefits, no great amounts being accumulated as a kind of capital sum. Before social
schemes came into operation, the individual in some countries, and particularly in France, was
able to provide for his old age, etc. It is thus possible that the net result of social legislation
will be a decline in the total personal savings of a nation; but no general rule can be laid
down, since the members of • a socially well-equipped community may tend to become more
provident in their habits and therefore save more, even if they can count on official benefits,
especially since their average earnings may have risen.
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(ii) Expenditure has been reduced, but only far enough for equilibrium
to be re-established at what .was more or less the revenue level during
the war. That has been the case in the United Kingdom, where total
expenditure has been brought down from £6,058 million in 1944-45
to an estimated figure of £3,200 million in 1947-48, while total revenue
has remained at about £3,200 million. Commodity prices have, however,
risen in the meantime by nearly 10 per cent., according to the Board
of Trade index of wholesale prices.

(iii) In a number of countries both, expenditure and revenue have been
maintained at about the wartime levels; such reductions as have been
made in, for instance, military expenditure, have been counterbalanced
by increases under other headings. This has been the position of
Sweden. But in Denmark, where defence expenditure was almost
eliminated.during the occupation, there was after 1945 a distinct increase
in such expenditure, and this, together with the cost of maintaining a few
hundred thousand German refugees, has almost taken the place of the
contribution to occupation costs. And in Switzerland the resumption
of foreign trade has brought with it higher yields from customs duties,
with the result that, contrary to expectations, the Federal budget was
balanced in 1946.

(iv) The fourth group comprises countries where prices have been rising
and, therefore, both expenditure and revenue have passed the wartime
levels. This has been the trend in most occupied countries.

(v) Full information about the outcome of the budget administration is
not available for Germany but it would seem as if public expenditure
were covered by current revenue in most of the "Länder". It ought, indeed,
to be no difficult task to balance the budget when all military expenditure
is suppressed and while little or nothing is being paid on account of un-
employment.

The use of f o r e i g n c r e d i t s a n d o t h e r f o r m s of f o r e i g n a id
has in many cases filled part, of the gap in the budget accounts. W h e n
a Treasury sells foreign exchange to importers, it receives the equivalent
in its own currency and such funds can be used to meet budget expendi-
ture (forming, in some budgets, an important revenue item, which is known
in France under the special name "bénéfice d'impex"). Even when U N R R A
was the importer and seller of the goods, the proceeds of the sales were
largely left to accrue on suspense accounts with the central bank or the
Treasury, and while this process went on the funds thus accumulated made
it easier to meet budget deficits. Under agreements with U N R R A the
receiving countries have given an undertaking that within a reasonable time
they will spend on relief and rehabilitation the equivalent of the net pro-
ceeds from the sale of UNRRA supplies. In Italy, for instance, the funds in
question, the so-called "Fondo Lire", have risen to more than Lit. 70 milliard,
arrangements being made for the use of the funds over a period of three
to five years, largely for the building of houses.



There is, in this way and in others, a connection between the resources
used to bridge a gap in the balance of payments and the covering of
deficits in the budget accounts.

It is always important to remember the d i f f e r e n c e s w h i c h ex i s t
in t h e m e t h o d s of d r a w i n g u p t h e b u d g e t s of different countries,
but these differences are more marked than ever now that the problem
of extraordinary expenditure created by the war (and the boundary between
ordinary and extraordinary items is by no means easily established) has given
rise to new complications. In a period of reconstruction and nationalisation it
is especially hard to lay down any clear rule for the distinction between
current and capital items. Care must, of course, be taken lest accounting
methods are used to give the impression that all is well in the state finances,
when as a matter of fact borrowing is continuing on a large scale.

Many countries operate special investment budgets with more or less
strict criteria as to what kind of outlay may be regarded as "investment".
It is usually a rule of m o d e r n e m p l o y m e n t po l i cy , as laid down in
official declarations by different governments, that fluctuations in business
activity should be,mitigated, by, government action, in spending more than
its revenue during a depression but realising a surplus when there is a boom.
In application of these principles, the present boom in some countries ought
to be counteracted by budget surpluses and a strict curtailment of public
investments. It sometimes happens that one only discovers there has been a
boom when the depression has already set in; but at this particular juncture the
signs of business activity are there for everybody to see. And the governments
do not deny that present conditions call for budgeting with a surplus. In
practice, however, it has been found most difficult for those concerned to
live up to ideas which were strongly supported and acclaimed as long as
it was only a question of recourse to deficit spending, as was the case in
the 'thirties of the inter-war period.

It would perhaps be unfair to expect the strictest observance of budget-
ary principles in an emergency period after a terrible and devastating war,
when so much has to be repaired. The degree of improvement in the field
of public finance must not be underrated: budget deficits are, as a rule,
being compressed if not wholly eliminated. Nevertheless, in more than one
country the government has found that the money and capital markets are
less ready to absorb issues of bills and bonds for Treasury purposes, the
reason being an increase in private demand for funds as reconversion gets
under way and brings a higher volume of investment and a need for more
working capital. To meet the increased requirements without resort to
inflation a greater volume of genuine savings is wanted, and that this is
the case is usually made quite clear in the analysis of economic conditions
and the plans which have been prepared in so many countries. The conse-
quence has been a more sober attitude towards budgetary problems, in
the realisation that unsound financing postpones the day of füll peacetime
production.



Balancing the budget means that there is no longer a deficit to add
an excess of new money to the volume of purchasing power in the hands
of the public (often still over-abundant, as it was during the war). And
budget equilibrium in this sense is one of the conditions which have to be
fulfilled before the price structure can be restored to its peacetime state of
freedom and order. Another condition is the alleviation of the e x c e p t i o n a l
s h o r t a g e s of c o n s u m e r s ' g o o d s which arose during the war.

In the twelfth Annual Report of this Bank, covering the financial year
to March 1942, it was pointed out (page 21) that: R a t i o n i n g serves a
triple purpose:

(i) to ensure an equitable distribution of foodstuffs and other essential
commodities;

(ii) to counteract a rise in prices by cutting down demand and
(iii) to reduce spending and thus increase savings.

As long as commodities have remained scarce by peacetime standards,
there have been strong reasons for retaining rationing, although the war
is over, not only to ensure a minimum of fairness in distribution but
also to prevent prices and wages from chasing each other up an unending
spiral. Experience has shown that, when there is no control, prices of
scarce foodstuffs often rise steeply: people having money will buy what
they need at any price and the whole burden of the shortage is borne
by those who cannot afford the high prices. Conditions have been similar
when the control legally in force is ineffective in practice, the bulk of
the public's purchases being made on black markets. When that happens,
producers in general, whether in agriculture or industry, will very likely
still do well or at least hold their own, and so will merchants in various
branches. But the contrary is the lot of people with, incomes which do
not rise at the same pace as the free prices; and those who can naturally
press for higher money wages. Suppose that workers in general have obtained
a rise of, say, 20-25 per cent, from one month to another (which actually
happened more than once in a number of : countries) : since there is no
likelihood of any immediate and corresponding increase in the supply of goods
and services, the higher money wages cause an increase in costs and in
the volume of spending, followed by corresponding price rises; so the workers
are soon no better off than before. It has even happened that the inflationary
movement has made farmers and other producers less willing to exchange
their goods against notes, the net result then being smaller supplies, with
a reduction in the standard of living for everyone, including those who
thought that the increase in money wages would improve their lot.

It has gradually come to be realised that n o m i n a l wage increases of
the kind just described not only serve no rational purpose but usually lead
to a deterioration in the general situation. When a few people have had
to bear the whole brunt of the shortages, however, it has been exceedingly
difficult to arrest the upward surge. In some cases the receipt of supplies
from abroad (of wheat, for instance) has made it possible to call a halt
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a n d g a i n t i m e for p r o d u c t i o n a n d d i s t r i b u t i o n t o g e t g o i n g a g a i n o n a

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

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

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

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

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

a u t u m n of 1945 a n d t h e s t e p p i n g - u p of i m p o r t s as s o o n as t h e p o r t of

A n t w e r p h a d b e e n p u t i n w o r k i n g o r d e r , w a g e s w e r e s t a b i l i s e d fo r p r a c t i -

ca l l y a y e a r ; . i n F i n l a n d , t o o , a t e m p o r a r y s t a b i l i s a t i o n w a s a t t a i n e d i n t h e

c o u r s e o f 1 9 4 6 . A n a t t e m p t h a s b e e n m a d e b y t h e F r e n c h G o v e r n m e n t ,

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

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

l o w e r i n g o f p r i c e s (5 p e r c e n t , a s a n n o u n c e d o n 3 1 s t D e c e m b e r 1946

a n d a n o t h e r 5 p e r c e n t , i n F e b r u a r y 1 9 4 7 ) . F o r s u c h a p o l i c y t o s u c c e e d ,

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

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

i n a r e a l l y c o m p r e h e n s i v e w a y . P r i c e - r e d u c i n g p o l i c i e s w e r e a l so a n n o u n c e d

b y t h e C z e c h o s l o v a k a n d B u l g a r i a n G o v e r n m e n t s i n t h e s p r i n g o f 1 9 4 7 .

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

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

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

first w o r l d w a r ; i t is t h e s a m e c o u n t r i e s w h i c h , as a r u l e , c o m e n e a r e s t

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

N o s y s t e m , h o w e v e r , i s p e r f e c t f r o m e v e r y p o i n t o f v i e w . E f f i c i e n t

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

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

f o o d e v e n m o r e , as s e e m s t o b e t h e c a s e i n G r e a t B r i t a i n a n d S w i t z e r l a n d ;

b u t t h o s e w h o a r e b e t t e r off d o n o t g e t a s m u c h as b e f o r e t h e w a r a n d ,

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

m o r e , h e m a y e v e n r e f r a i n f r o m g r e a t e r e f fo r t s t o i m p r o v e h i s i n c o m e . T h u s

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

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

T h e r e a r e a f e w c o u n t r i e s — a n d a m o n g t h e m , i n d i f f e r e n t c i r c u m -

s t a n c e s , I t a l y a n d H u n g a r y — w h e r e , a l r e a d y i n t h e w i n t e r o f 1 9 4 6 - 4 7 ,

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

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

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

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

s u c h a s t a t e o f affa i rs t h u s h a v i n g i t s g o o d s i d e . B u t t h e r e t u r n t o fa i r ly

ful l s h e l v e s i n t h e s h o p s is o n l y e x p l i c a b l e b y t h e f ac t t h a t a g r e a t p a r t

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

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

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

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

O n t h e o t h e r h a n d , i t is n o t o u t o f t h e q u e s t i o n t h a t a b a l a n c e d r e l a t i o n

b e t w e e n t h e v o l u m e of p u r c h a s i n g p o w e r i n i t s d i f f e r e n t f o r m s ( i n c l u d i n g
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liquid capital assets) and the current supply of goods and services will,
because of the rise in prices, be more easily re-established in these countries
than in some others.

These various examples go to show that economic policy, like other
policies, is, when not simply imposed by necessity, so often a choice be-
tween evils ; as long as wartime shortages remain, not only have many in-
conveniences to be tolerated, but no policy can be adopted which does
not involve severe handicaps. More than ever the hard core of the economic
problem is felt to be as stated in the British White Paper on the economic
state of the nation: "The central fact of 1947 is that we have not enough
resources to do all we want to do". Since the better satisfaction of wants
depends on an i n c r e a s e in p r o d u c t i o n , the governments are coming
more and more to make other tasks subordinate to this main purpose.

For a long time western civilisation had forgotten what real famine
was; but the second world war, even more than the first, has taught all
people to be thankful for their daily bread. In the autumn of 1945, t h e
w h e a t h a r v e s t on the continent of Europe (excluding the United Kingdom
and the U.S.S.R.) was about 60 per cent, of normal, the principal reasons for
the deficiency being the disturbance of cultivation by actual warfare, exhaustion
of the soil partly as a result of insufficient manuring, and difficulties in
harvesting. The main overseas producer, the United States, had, however, a
record crop, nearly 50 per cent, above the 1935-39 average; while in Canada
the yield was somewhat below that average and there were crop failures in
Australia and the Argentine. Fortunately, stocks in hand were large enough
to meet urgent needs and were drawn upon until, in the summer of 1946,
they had fallen to about 30 per cent, below the 1935-39 average.

In the following harvest year, 1946-47, a number of European coun-
tries, especially those bordering the Atlantic Ocean, could report a definite
improvement in the yield of their harvests, but the south-eastern and eastern
parts of the continent were affected by the worst drought for at least half
a century. In Roumania, crops harvested are estimated to have been not
quite 30 per cent, of the normal volume and similar conditions would seem
to have prevailed in parts of the U.S.S.R., especially in the Ukraine with
its black earth.

But, overseas, all the principal grain-producing countries had more than
average crops of maize as well as of wheat, the exportable wheat surplus for
the United States, Canada, the Argentine and Australia for the year 1946-47
being estimated at 8.4 million tons, as compared with an average of over
10 million tons actually shipped abroad during the period 1934-38.

In the inter-war period, during which the price of grain was generally
low, much wheat went to feed animals (including poultry, which, incidentally,
brings the agricultural population of the United States a higher income
than that obtained from the cultivation of wheat). In 1946-47, thanks to
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Wheat Prices.
Chicago: in dollars per bushel.

3.00

t h e a m p l e s u p p l y o f m a i z e a n d a l s o i n c o n s e q u e n c e o f h i g h e r p r i c e s ( a f t e r

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

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

t h e p r i c e o f w h e a t r o s e t o $ 3 . 0 5 p e r b u s h e l o n 1 8 t h M a r c h 1 9 4 7 — t h e

h i g h e s t p r i c e t o u c h e d s i n c e 1 9 1 7 , a n d a b o u t f o u r t i m e s a s m u c h a s i n 1 9 3 8

— b u t a f t e r w a r d s d e c l i n e d t o a b o u t $ 2 . 6 0 i n A p r i l . I t i s i n t e r e s t i n g t o n o t e

t h a t , a l l t h r o u g h t h e a u t u m n o f 1 9 4 6 f o r w a r d q u o t a t i o n s o f w h e a t r e f l e c t e d

t h e e x p e c t a t i o n t h a t p r i c e s w o u l d f a l l t o w a r d s t h e s p r i n g o f 1 9 4 7 ( s i n c e

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

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

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

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

I n t h e U n i t e d S t a t e s ,

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

a u t u m n o f 1 9 4 6 a n d t h e

f o l l o w i n g w i n t e r w e r e m o s t

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

f o r e c a s t s h o l d o u t h o p e s

o f a r e c o r d w h e a t c r o p

i n t h a t c o u n t r y ; b u t , e v e n

s o , t h e c e r t a i n t y o f a

l o w e r o u t p u t i n E u r o p e

m a k e s i t u n l i k e l y t h a t t h e

A m e r i c a n y i e l d w i l l fill

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

T h e S e c r e t a r y G e n e r a l o f

t h e I n t e r n a t i o n a l E m e r g e n c y

F o o d C o u n c i l e x p l a i n e d ,

O Monthly averages. i n M a r c h 1 9 4 7 , t h a t t h e
(2) The curve shows the weekly quotations during various months for

delivery in May. .P) Delivery in September. general prospects t o r g ra in

p r o d u c t i o n i n w e s t e r n

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

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

w i t h t h e p r e v i o u s y e a r , d a m a g e b y r a i n s a n d floods i n I t a l y , a n d a

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

o u t E u r o p e . .

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

n o r m a l t i m e s ; i n t h e p e r i o d 1 9 3 5 - 3 8 , t h e a n n u a l c o n s u m p t i o n o f t h e g r o u p

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

w a s a b o u t 8 6 k i l o g r a m m e s p e r h e a d , a s c o m p a r e d w i t h o n l y 3 4 k i l o g r a m m e s

i n I t a l y a n d 8 8 k i l o g r a m m e s i n t h e U n i t e d S t a t e s , t h e m a x i m u m r e c o r d e d

- c o n s u m p t i o n b e i n g 1 3 4 k i l o g r a m m e s i n A u s t r a l i a . . I n 1 9 4 6 w o r l d m e a t p r o -

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

d i s t r i b u t i o n w a s v e r y u n e v e n . W h i l e t h e U n i t e d S t a t e s m e a t p r o d u c t i o n w a s

a b o u t 2 0 p e r c e n t , a b o v e p r e - w a r , t h e i n c r e a s e w a s a l m o s t w h o l l y s w a l l o w e d

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



Europe are approaching the pre-war level, or have already regained it, but
the stock of pigs amounts to only 50-70 per cent. In the rest of Europe,
however, especially in countries affected by war operations, the situation is
less favourable: thus, Austria is likely to have only about 40 per cent, of
its pre-war quantity of meat per head and Poland 55 per cent., the latter
country having been an exporter of meat products before the war. But even
in countries where pre-war stocks have been practically restored, as for most
kinds of cattle in Denmark, the supply of meat is still affected by the
difficulty of procuring feeding stuffs from abroad, since this limits the extent
to which cattle can be fattened up for slaughter, quite apart from its even
more important effects on the output of milk and butter.

The relatively low production of milk and butter all over Europe is
only one aspect of the so-called " f a t gap" , which constitutes the most
serious deficiency in the food supply — a bottleneck comparable with that
of coal in the industrial field. For the world as a whole, the supply of
visible fats in 1947 is estimated to be around 80-85 per cent, of the pre-
war volume. The exports of soya beans from Manchukuo, which in pre-war
days accounted for 6 per cent, of world exports of fats but not less than
five-sixths of the total world export of soya beans and soya-bean oil, have
ceased completely. Indian exports have been suspended on account of the
food crisis in that country. On the other hand, the extraction of whale oil is
showing signs of recovery, the yield in the winter season of 1946-47 reaching
as much as 60 per cent, of the pre-war level. The Philippines are once again
exporting on the pre-war scale. Fortunately, there are some countries which
are contributing more than before the war: in the United States, 5 million
acres were sown with flax-seed, compared with about 2 million acres before
the war; exports from tropical Africa are larger than before the war but
have fallen off from the wartime level, and the Argentine continues to export
substantial quantities of oil-seeds and oil-cakes and has even been exporting
butter to Switzerland. But, with the exception of a few Latin American
countries and parts of British Africa, consumption per head has nowhere
reached the pre-war level! ~ ~

The regional variations in the
composition of the fats consumed
(whether mainly animal or veget-
able : butter, beef suet, whale oil,
vegetable oil, etc.) create some
difficulties in the provisioning of
the scarcity areas. At any rate, the
situation in the Mediterranean
countries is improving thanks
to an increased output of locally
produced olive oil.

In conformity with a statement by the Secretary General of the Inter-
national Emergency Food Council, the food situation in Europe in the spring
of 1947 may be summarised as follows: .

C o n s u m p t i o n o f Fat in 1946.

Country

United States
, United Kingdom .

Western and Northern Europe . .
Central and Eastern Europe . . .
Germany

Consumption per head
as percentage

of pre-war

91 — 92
78
70

35 — 65
25



— 20 —

Industrial Production.

Monthly indexes, January-June 1939 = 100.

1936 1937 1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948

(1) Yearly averages. (2) Twelve-month moving averages.
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(i) Nutritionally; Austria, Italy, France and, more particularly, Belgium
are better off than they were a year ago. On an average they are
now getting from 200 to 400 calories more per person per day (which
means an improvement by about one-sixth), but they are not as well
fed as in pre-war days.

(ii) The nutritional value of the British diet is lower than a year ago, and
people are getting "very tired" of rationing.

(iii) Actual famine conditions exist in Roumania and possibly in a few areas
of the U.S.S.R. owing to the crop failure caused by the drought.

The repercussions of the war, marked by a decline in productivity, are
gradually being overcome but the weaknesses which still exist leave European
agriculture dangerously exposed, to such unpredictable effects of the weather
as the drought in the summer of 1946 and the unusually long cold spell
in the following winter. Such effects are the more difficult to sustain since
the European food situation is particularly vulnerable, owing to the lack of
adequate reserve stocks.

The difficulties of bringing i n d u s t r i a l p r o d u c t i o n into full swing in
post-war Europe have, except in a few countries, been aggravated by the
state of the food supply, which has afforded insufficient nourishment especi-
ally for those engaged on heavy work (miners being a typical example).

Changes in the volume of industrial production are usually the result
of factors other than the hazards of the weather; but the heavy snowfalls
and prolonged cold in the winter of 1946-47 impaired transport conditions
in western Europe and brought about a crisis which, through shortage of coal,
affected industry in general.

The indexes show a general advance in output, with interruptions only
-in--a- few instances on account; of labour-disputes,--the post-war period-having-
been characterised in European countries by a remarkable freedom from
prolonged strikes and lockouts.

The available manpower may not always be as well distributed as could
be desired, and fatigue, under-nourishment and absenteeism, together with
lack of materials and the use of old-fashioned machinery, may keep the
output per worker below the potential level. But the beneficial results of
much persistent effort are gradually becoming visible in one European country
after another. For in one respect the transition from war to peacetime
conditions has actually been easier than was expected: fu l l e m p l o y m e n t
has been attained in countries pursuing widely different economic policies,
and may be attributed to forces stronger than those resulting from the action
taken by any individual government.

It is instructive to recall. the numerous plans which were drawn up
during the war, to enable the authorities "to provide work" when the
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United States: Net Savings.
Quarterly, in milliards of dollars.
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c a u s i n g a d a n g e r o u s d r o p -

p i n g - o f f i n d e m a n d . I t m a y

a l w a y s b e w e l l " t o h o p e

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

f o r t h e w o r s t " , b u t t h e

a c t u a l t u r n o f e v e n t s i n

t h e f i r s t t w o p o s t - w a r y e a r s

s h o w s h o w n e c e s s a r y i t i s

n o t t o b e c o m e a p r i s o n e r

o f l o n g - t e r m p l a n s b u t t o

a l l o w s u f f i c i e n t e l a s t i c i t y

f o r t h e a d a p t a t i o n o f

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

i n g a n d l a r g e l y u n p r e d i c t -

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

m i c l i f e .

T h e r e , h a v e , h o w e v e r ,

b e e n t w o c o n s p i c u o u s e x -

c e p t i o n s t o t h e s t a t e o f

f u l l e m p l o y m e n t :

( i ) I n m a n y c o u n t r i e s , a n d m o r e p a r t i c u l a r l y a t c e r t a i n p e r i o d s , l a c k o f

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

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

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

m e n t a t a n a b n o r m a l l y l o w l e v e l .

C o a l i s i n d e e d t h e I n d u s t r i a l C o m m o d i t y N u m b e r i , b o t h a s a s o u r c e

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

c h e m i c a l s , e t c . ) a n d a l s o f o r t h e d i r e c t h e a t i n g o f h o u s e s . *

'.40

30

20

-

IM ,,,„,

/ '
j

iiiiii.iin

/

NE T SAVI iIGS
as percentage of

DISPOSABLE INCOME

M1: \ M I I I I I I I I I ilnlnli

A\
M l

^ \

i i l i i l i i l n

-

-

n l i ih i l l

40%

30

20

1939 1940 1941 1942 T943 1944 1945 1946 1947

Coal's unique position is due to the facts that its sources, of supply are, in terms of human
measurement, inexhaustible (at the present rate of mining they would last five thousand years),
that it is easily transported, and that there is a considerable difference between the amount of
energy that consumers can extract from coal and the energy necessary for its mining and distri-
bution. The industrialisation in the nineteenth century was essentially based on coal, the pro-
duction of which doubled every fifteen or twenty years up to 1914. Since then, however, output
has remained almost constant, while the output of petroleum and water power has increased at a
rapid rate. Coal, however, still provides more than half of the world's supply of energy and
recent events show how even a slight reduction in supplies may cause widespread difficulties. At a
meeting of the American Chemical Societies on 12th September 1946 it was stated that an atomic
power plant of 75,000 kw., driven by a uranium-graphite pile of Hanford type, could produce
electricity at a cost of 0.8 cent per kilowatt hour, while the cost of coal power at the plant on
the east coast of the United States was 0.65 cent per kwh. at the prevailing price of coal ($7.00
per short ton at the plant). It is thus sufficient for the price of coal to attain the level of $10.00
per ton in the United States for atomic power to be as cheap as coal power. (See an article by
Josef Eklund on "Atomic Energy and Economic Progress" in the January 1947 number of the
Quarterly Review issued by Skandinaviska Banken, Stockholm.)
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T h e p r i c e c h a r g e d f o r c o a l i n ; E u r o p e a n c o u n t r i e s is i n v a r i a b l y

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

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

a v a i l i t se l f o f a t o m i c p o w e r ; b u t i t m a y w e l l b e t h a t t h e e r e c t i o n o f a n

a t o m i c p o w e r p l a n t i n E u r o p e w o u l d a l so c o s t m o r e t h a n i n t h e U n i t e d S t a t e s .

I n 1 9 4 6 , c o a l p r o d u c t i o n i n t h e U n i t e d S t a t e s w a s i n t e r r u p t e d b y t w o

l a b o u r c o n f l i c t s ( t h e first l a s t i n g f r o m i s t A p r i l t o 1 i t h M a y a n d t h e s e c o n d

f r o m 2 i s t N o v e m b e r t o 7 t h D e c e m b e r ) , t h e t o t a l l o s s b e i n g 51 w o r k i n g d a y s

p e r m a n , w i t h a n e s t i m a t e d lo s s i n o u t p u t o f a b o u t 7 0 m i l l i o n m e t r i c t o n s .

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

S t a t e s e x p o r t e d c o a l a t a n a v e r a g e r a t e o f a b o u t . 3 % m i l l i o n t o n s a m o n t h

i n 1946 , o f w h i c h 1.4 m i l l i o n t o n s w e n t t o E u r o p e . D u r i n g t h e s e c o n d

average of 2.6 million tons a month and an attempt will be made, to increase
these exports to 3 million tons in the third quarter of 1947.

Thanks to the surveys published by the E u r o p e a n Goal O r g a n i s a t i o n ,
which was set up in London in the autumn of 1945, it has been possible
to compile the following tables showing the coal situation in western Europe
in comparison with pre-war conditions.

C o a l S i t u a t i o n i n E u r o p e (Hard

Countries
1935-1938

Production

1946 March 1947

Annual basis,
in millions of tons

Output per
manshift

Workers
employed

Total
output

Percentage change
between 1935-38 and March 1947

Great Britain . . . .
France . . . . . . .
Belgium . . . . . .
Holland . . . . . .
Western Germany .

Ruhr and Aachen
Saar

Poland 0) . . '.' . 7 7
Czechoslovakia . . .
Italy . ;
T u r k e y . •.... . . . .

230
46
28
13
136
123
12
61" "'
13P)
1.4
3.0 (<)

189
47
23
8
63
54
8

- „4?. ... . . .

15
1.1
3.8

193
50
26
11
85
73
11

"57
16P)
1.7
4.4

10
27
24
43

41
17
35-
20?)

— 9
+ 45
+ 21
+ 24

— 12
— 12

- -+ 32
+ 48 (3)

13
9
7

19

41
15

~ 6
n
16
47

(') Including the whole of Upper and Lower Silesia, now within Polish boundaries.
(2) Average 1935-37. (3) February 1947. (<) Average 1940.

T h e t w o o u t s t a n d i n g f a c t s r e v e a l e d b y t h e t a b l e a r e ( i ) t h e d e c l i n e

b y 1 3 p e r c e n t , i n t h e B r i t i s h o u t p u t , w h i c h h a s r e s u l t e d i n t h e v i r t u a l

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

4 0 p e r c e n t , i n t h e c o a l o u t p u t o f t h e R u h r ( w i t h , i t s h o u l d b e a d d e d ,

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

b e e n b r o u g h t u p t o 6 . 5 m i l l i o n t o n s i n M a r c h 1 9 4 7 a s c o m p a r e d w i t h a n

a v e r a g e o f 1 0 . 2 m i l l i o n t o n s i n t h e y e a r s 1 9 3 5 - 3 8 ) . T h e d e c l i n e i n B r i t i s h c o a l

o u t p u t h a s b e e n d u e p a r t l y t o a r e d u c t i o n b y 9 p e r c e n t , i n t h e n u m b e r

o f m e n e m p l o y e d i n t h e m i n e s , p a r t l y t o a d e c l i n e b y 6 p e r c e n t , i n t h e

a v e r a g e n u m b e r o f s h i f t s w o r k e d p e r w o r k e r a n d , finally, t o a d e c l i n e b y
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about i o per cent, in t h e ou tpu t pe r man-shift . O n e difficulty has been

the h igh average age of t h e miners , ano ther the insufficient main tenance

and modern isa t ion of equ ipment , to which should be added t h e difficulty

of obtaining spare par ts , as well as the increasing exhaust ion of some of

the pi ts and coal-fields. A pre l iminary target of 200 mill ions tons has been

men t ioned for 1947, the government relying, for this year, on higher p ro-

duct ivi ty ra ther t h a n an increased labour force, since the 40,000 extra mine r s

to be recrui ted (according to t h e W h i t e Paper ) are not expected to b e

actually at work in the mines before t h e end of 1947.

In the R u h r , t h e n u m b e r of workers employed in t h e mines in M a r c h

1947 was 239,000 as compared wi th about 270,000 before the war. I n order

to enable the miners to do their ha rd work m o r e efficiently and to at t ract

new recrui ts , extra rat ions have been granted (as m u c h as 4,000 calories pe r

day, compared wi th 1,550 for t h e ord inary consumer) .

I n spring of 1947, coal p roduc t ion in F r a n c e was abou t 9 per cent,

above pre-war levels, thanks to t h e employmen t of a larger labour force,

including 55,000 G e r m a n prisoners in ha rd and soft coal m i n e s ; b u t impor ts

were only about 40 per cent, of p re -war wi th t h e result tha t there was a

deficit of about 20 per cent, in the total coal supplies as compared with

pre-war condit ions. I n P o l a n d , the mach inery used in coal p roduc t ion was

relatively little damaged, du r ing the war and t h e ou tpu t has been s tepped u p

to over 90 per cent, of t h e pre-war ou tpu t in t h e Silesian basin, coal being a

mos t valuable asset in t h e count ry ' s foreign t rade, account ing for. 80 per cent,

of total Polish expor ts .

Unfor tunate ly , t he d rough t which affected sou the rn and eas tern E u r o p e

in 1946 materially r educed t h e o u t p u t of electricity over wide areas, a n d

wi th t h e insufficient coal impor ts , created a mos t difficult si tuation. In

Italy, for instance, a count ry which is receiving not qui te one-half of its

normal coal requi rements , lack of power led to a standstil l in m a n y indus -

tries in the winter of 1946-47. T h i s was par t icular ly unfor tuna te since the

workers had gradually increased their efficiency to almost peacet ime s tand-

ards , looking forward to steady employment ; t hus , w h e n a halt had to be

called, the workers natural ly tr ied to spin out the a m o u n t of available work

so as to avoid unemployment . , ,

I n G e r m a n y as well as in A u s t r i a , lack of coal has const i tu ted

one of t h e h indrances to a general recovery, be ing responsible, in part icular ,

for a setback in p roduc t ion dur ing t h e winter of 1946-47. T h i s aggravated

the difficulties created for E u r o p e b y t h e economic v a c u u m which t h e

vanquished countr ies still represent in its mids t . I t is far from1 easy to

obta in reliable est imates of the vo lume of p roduc t ion in G e r m a n y , b u t for

1946 the following tenta t ive est imates have been m a d e : agricultural ou tpu t

was probably 60 per cent, of the average p re -war volume, while industr ial

p roduc t ion had barely at tained 30 pe r cent. Condi t ions vary greatly from

district to district and from indus t ry to indus t ry , there be ing complete

cessation of work in typical a r m a m e n t under tak ings . T h e r e are, besides lack
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o f c o a l , s e v e r a l r e a s o n s f o r t h e l o w i n d u s t r i a l o u t p u t , b u t i t i s f a i r t o s a y

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

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

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

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

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

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

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

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

i n c o n s i s t e n c i e s : i n s o m e c a s e s w a g e s o f G e r m a n w o r k e r s a r e s t i l l p a i d a t

t h e o l d w a r t i m e r a t e s of , s a y , R M 1 5 0 p e r m o n t h , w h i l e t h e c o s t o f t h e

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

p r i c e s , t o b e t w e e n R M 1 2 . 5 0 a n d R M 2 5 p e r p e r s o n , b u t t h e p r i c e f o r a

s i n g l e m e a l a t a b l a c k - m a r k e t r e s t a u r a n t m a y e a s i l y b e a s m u c h a s R M 1 5 0 , a n d

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

R M 1 2 0 . T h e l o w l e v e l o f p r o d u c t i o n a f f e c t s n o t o n l y t h e i n h a b i t a n t s o f t h e t w o

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

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

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

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

e f f e c t s . T h e D u t c h G o v e r n m e n t h a s o f f i c i a l l y s t a t e d t h a t , f o r H o l l a n d ' s

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

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

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

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

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

i t h a l f r i c h h a l f p o o r . I n t h e s e l l e r s ' m a r k e t t h a t p r e v a i l s t h r o u g h o u t t h e

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

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

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

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

o f G e r m a n d e l i v e r i e s f r o m t h e w o r l d ' s e x p o r t m a r k e t s . A n u m b e r o f a r t i c l e s

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

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

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

h i g h l y i n d u s t r i a l i s e d c o u n t r i e s ( a n d a m o n g t h e m S w i t z e r l a n d ) a r e r e c e i v i n g

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

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

m a c h i n e r y ) . I n t h a t w a y t h e G e r m a n s i t u a t i o n ( a n d i n a l e s s e r d e g r e e t h e

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

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

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

" A f t e r n e a r l y t w o y e a r s ' e x p e r i e n c e o f o v e r - e m p l o y m e n t , i t i s g e n e r a l l y

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

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

e d u c a t i o n : a y o u n g m a n w i l l h e s i t a t e t o u n d e r g o a l o n g a n d p e r h a p s d r e a r y
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apprenticeship when in an unskilled job he can immediately get almost the
same wage as that paid to a skilled worker with many years of training. The
diminution of the wage differential between skilled and unskilled occupations
may indeed have lasting effects since it leads to a general lowering of technical
standards with, ultimately, serious consequences for the workers themselves.
It is also possible that, when there is always another equally good job to
be had, the individual in any grade will be tempted to become more care-
less in his work, and this, is probably one of the reasons for the increase
in absenteeism (another reason being the lack of incentive to work and earn
more in countries with high taxation and strict rationing). Over-employment
may further result in a distorted distribution of productive power: when
every branch of industry is looking for more people to employ, workers
naturally seek employment in occupations which they find more agreeable •—
generally commerce and other service trades — the result being that other
less favoured branches, such as coal mining and the textile industry, will
find it more difficult to recruit sufficient numbers. It is, of course, an old
experience that a pronounced boom builds up a series of unbalanced positions,
with consequences which become apparent often in a most unpleasant way
when the trend of business turns.

Finally, over-employment creates the conditions for a strong upward
movement of money wages and, whenever the wage increase is greater than
the simultaneous increase in productivity, the result will be a clearly inflation-
ary rise in prices. Early in 1947, investigations made by the Swiss Price
Control showed that about 90 per cent, of all recent price rises had been
due to wage increases. It is well to remember that a sudden rise in wages
has not always the same effect: sometimes, because of monetary stringency
or the general tendency of the commodity markets, as influenced from abroad,
commodity prices do not rise, and then the wage increase will tend to make
costs too high for production to continue on a remunerative basis; in such
a case the workers may be said to have priced themselves out of the market,
with unemployment as a result. Something of the kind would seem to have
happened in connection with the business setback of 1937 in the United
States. But in the present situation, in which the volume of the monetary
circulation is so great and money has remained so cheap, an increase in
wage costs has, in some countries, simply led to a corresponding increase in
prices ; nor would competition from abroad seem to have held down prices
when wage costs have risen, demand having not yet been satisfied; thus,
for a time, few of the normal brakes on a sudden rise in prices were
operating, the inflationary momentum having been too strong.

It is fair to say that in more than one country trade-union leaders and
members of the government have tried to exert a moderating influence when
new wage contracts have been under negotiation, for they have come to
realise that wage rises which simply lead to price rises benefit nobody. But
life is not so simple that, merely by holding down wage costs, a solution to
the problem of inflation can be found. There must be no inflationary gap
between expenditure and revenue in the budget, and a sufficiency of essential
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supplies m u s t b e secured from domest ic p roduc t ion and impor t s , sustained,

if need be , by foreign credi ts . I n o ther words , no piecemeal solut ion will

suffice b u t a c o m p r e h e n s i v e s c h e m e m u s t b e devised, p rov id ing for a

proper balance in the central and local budge t s , t h e reconst i tu t ion of adequa te

moneta ry reserves, and a sound relat ionship in t h e cost and pr ice s t ruc ture

bo th internal ly and in relation to o ther countr ies , wi th sufficient resources

available for economic development . Gradual ly , it should become possible to

r e tu rn to a normal ly working pr ice system, sufficiently well cons t i tu ted from

a mone ta ry and economic point of view to guarantee tha t the re shall b e no

lack of purchas ing power w h e n the ou tpu t of goods and services increases,

and tha t t he r e shall b e p r o m p t ad jus tment whenever a serious dislocation

appears in t h e cost and pr ice s t ruc tures wi th in t h e various economies or in

their relations wi th one another .



— 28

" I I I . P r i c e M o v e m e n t s .

Pr ice developments varied greatly in different countr ies between the

s u m m e r of 1939 and the early m o n t h s of 1947. Classified according to types

of movement , t he countr ies fall in to several g roups .

1. In G r e e c e and H u n g a r y uncontrol lable inflation got the upper

hand , almost completely wip ing put t h e value of the pre-war currency, so

tha t a new uni t had • to take its place. In Greece t h e conversion in

N o v e m b e r 1944 was at t h e rate of D r . 50 mill iard for one new d rachma

b u t in H u n g a r y Pengö 400,000,000,000,000,000,000 mill iard were exchanged

for one new forint — a figure h i ther to confined to as t ronomic calculations.

In bo th Greece and Hunga ry , before t h e change was made , price rises had

become so inordinate tha t t h e old currencies were practically unusable .

After such calamities it is difficult to restore confidence. In G r e e c e

t h e popula t ion is repor ted to have developed a "go ld complex" and, in

point of fact, t h e Bank of Greece was at t imes selling gold sovereigns

daily, gold serving as a basis for business t ransact ions in general. T h e

conversion men t ioned above took place o n n t h N o v e m b e r 1944 and resul ted

in a rate of D r . 600 = £ 1 ; b u t since t h e n two fur ther currency alterations

have occurred, a rate of D r . 20,000 = £1 being fixed on 26th January 1946.

T h e 1946 harvest was fortunately excellent and foreign supplies have been

coming in, largely thanks to U N R R A and the grant ing of Brit ish and

Amer i can credits . A n index of marke t prices in A t h e n s (base: Oc tober 1940

= 100), compiled b y U N R R A , shows a slight decline in free market prices

from 15,750 in January to 15,264 in N o v e m b e r 1946.

I n H u n g a r y , as pa r t of t h e mone ta ry reform, complete ly new price

relat ions were established b y a decree en ter ing in to force o n i s t A u g u s t 1946.

T h e pengö prices rul ing in 1938-39 were taken as a s tar t ing-point and , as

a first s tep, the price of whea t was fixed at For in t s 40 per 100 ki logrammes,

wh ich was 2.1 t imes t h e price in t h e base period 1938-39, o ther prices be ing

fixed wi th different and usually h igher coefficients of increase according to the

cost of p roduc t ion , t h e relative desirabili ty of p romot ing ou tpu t , etc. T h e

average increase in agricul tural prices was b y 3.4 t imes , while for industr ia l

articles the average coefficient was 5.1, b u t the actual increase would seem

to have been somewhat less. ( T h e spread be tween agricul tural and industr ia l

prices became somewhat wider t h a n had been in tended , b u t certain steps

were taken subsequent ly to na r row it again.) Ren t s were p u t at 40 per cent,

of real p re -war value, while for wage rates a m e t h o d was adopted by

which they were for t h e mos t par t b rough t to a level represent ing

50 per cent, of their p re -war buy ing power, assuming a labour product ivi ty

of about 80 per cent, as compared wi th pre-war condi t ions .* I n the case

* The Hungarian Institute for Economic Research has estimated the national income for the harvest
year 1946-47 at 60 per cent, of the pre-war real income, as compared with only 49 per cent,
for the year 1945-46, but the cost of reconstruction and reparations is a charge upon the current
income thus calculated.
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of industrial articles some prices were fixed directly while, for others, only
the method of calculation was prescribed. The intention was that the
prices should be sufficiently high to ensure that in future no increase could
justifiably occur, but rather a decline. With the forint at 11.74 = US$1,
as compared with a rate of Pengö 5.13 = US$i before the war, the
rates for dollar exchange in the new currency had been increased by a
coefficient of 2.29 (but commodity prices outside Hungary had also risen
since 1938-39).

It is still too early to judge the final effect »of the Hungarian cur-
rency reform; but, in order to establish a new equilibrium, the volume of
monetary purchasing power in the hands of the public had to be curtailed
in a most drastic manner. Thus the budget has been practically balanced,
heavy taxation imposed and real earnings limited (with a maximum salary
of Forints 3,200 per month), while new credits are granted very sparingly
by the banks and, as a rule, only at interest rates of 12 per cent, or more
As production has continued to increase, supplies have gradually been
improving on the markets and in the shops and in some instances prices
would seem to have fallen. It is significant that towards the end of the
year 1946 the price for broken gold (14 carat) fell from Forints 22-24 to
Forints 14-15 per gramme. •

Among the other European countries R o u m a n i a is in grave danger
of a complete collapse of its currency as a result of a runaway increase in
commodity prices, the black market quotation for the U. S. dollar at the
beginning of April 1947 being Lei 560,000, i. e. 3,900 times the pre-war
rate. The Roumanian situation has been greatly affected by the worst
harvest on record, in 1946; the yield of wheat was barely 1.6 million tons,
as compared with 4.8 million tons in 1938, and of maize hardly 100,000
wagon-loads, as compared with the normal 500,000 wagon-loads, of which
200,000 used to be retained for home consumption ; in the aggregate, the
yield of the 1946 harvest is estimated to have been well below one-half of
normal. Arrangements have been made by the Red Cross of several countries
to distribute emergency food supplies in Moldavia — one of the granaries
of Europe. In February 1947, railway tariffs were suddenly raised by seven
times and telephone charges by three times, but prices not subject to control
have been rising even more precipitately. In such circumstances it is not
possible to indicate any average rise in prices, some prices having risen as
much as the dollar quotation on the black market.

In C h i n a , as in so many other countries, the prices offered for gold
have played, and continue to play, a great rôle, as in every country which
loses its grip on its currency. When the new Chinese dollar was stabilised " in
November 1935, the price of one ounce of gold was Chinese $118, but by 1939,
under the influence of inflationary financing, the price had risen to about
Chinese $500 and by the summer of 1945 to Chinese $50,000. Continued
deficit financing during the civil war led to a further fall in the value of
the Chinese currency; the price of gold sky-rocketed until in February 1947
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an official gold price of Chinese $ 480,000 for one ounce was fixed, bu t in

t h e black marke t as m u c h , as Chinese $920 ,000 was offered in m o m e n t s of

panic .

In t h e great te r r i tory of Ch ina commodi ty prices vary considerably

from distr ict to district b u t everywhere t he re are signs of violent inflation: in

Shanghai the official index (base: 1936) showed a rise in t h e p r e - w a r cost

of living by 5,218 t imes for O c t o b e r 1946. I n t h e following m o n t h , however,

there would seem to have , been a certain r e t u r n of confidence, some prices

actually falling; b u t thjg was only a passing phase and be tween N o v e m b e r

1946 and F e b r u a r y 1947 t h e prices of m a n y commodi t ies increased by ten

t imes . G r e a t uncer ta in ty has b e e n weighing on t h e markets , owing to the

comple te lack of information as to t h e a m o u n t of notes p r in t ed to cover

t h e cost of t h e civil war now in progress . Business people evidently prefer

to bo r row at an interest ra te of 15 per cent, p e r m o n t h ra ther t han sur-

render gold bars to t h e banks at t h e official price. T h e Chinese currency was

devalued th ree t imes in eleven m o n t h s , an official ra te of Chinese $12,000

to one U . S. dollar be ing fixed on 17th F e b r u a r y 1947. R u m o u r s have been

circulat ing about the in t roduc t ion of a new currency, a step wh ich can be

safely under taken on ly as- past of a comprehens ive financial reform.

2. W h i l e in Greece , H u n g a r y a n d Rouman ia the mos t spectacular rise

in t h e note circulation occurred after hostilities had ceased in the spring

of 1945, the main increase in P o l a n d ' s price level took place before that

date , t h e rise since the l iberat ion having been comparat ively modera te . In

t h e final stage of hostilities (Apri l 1945) foodstuffs were extremely scarce

in Poland and the- prices very h igh ; after the l iberat ion they fell, and in

Janua ry 1947, a l though a certain rise had occurred, average food prices on

t h e free markets of the b ig towns were still abou t 10 per cent, below the

war t ime peak. Cer ta in regional disparit ies are still to be found, a l though less

marked t h a n in 1945. I n t h e win te r of 1946-47 prices on the free marke t

were , on an average, 135 t imes as h igh as pre-war , compared wi th an

increase of 40 to 45 t imes in t h e note circulation in 1938. If ra t ioned goods

were taken into account , however, t h e rise would probably b e by about

75 t imes . Coal has been in a class apar t : in the principal towns the price

varied be tween Zl .200 and Zl.640 per 100 k i logrammes , or 70 to 130 t imes p r e -

war , whi le t h e export pr ice is, in zlotys, about 25 t imes t h e pre-war price.

3. Each of t h e countr ies so far men t ioned had b e e n t h e scene of actual

warfare. T h a t was also t h e lot of I t a l y , w h e r e t h e s i tuat ion was, moreover ,

aggravated, over a per iod of n ine teen m o n t h s , by a s t ruggle be tween two Italian

G o v e r n m e n t s , each wi th t h e power to p r in t notes, while t h e All ied armies

were a n addi t ional source of d e m a n d . T h e ma in pr ice rise occur red in 1944

and 1945, prices be ing relatively stable for t h e next six m o n t h s ; b u t the

level was lifted by abou t 40 pe r cent, in a new u p w a r d m o v e m e n t in the

latter half of 1946 a n d t h e early m o n t h s of 1947. T h u s at t h e beginning



of 1947 there was still no steadiness in the Italian price structure; different
groupings of commodities were giving quite different index figures, the ap-
plication of a system of multiple exchange rates enhancing the degree of
disparity. The average rise would seem to have been by between 30 and 35
times the pre-war level. Subsidies helped to keep down the price of wheat
and some other commodities for the poorest consumers, but the borrowing
necessary to meet the outlay for subsidies probably added to the inflationary
pressure. In February 1947, some 80 commodities were still subject to price
control as compared with 5,000 originally on the list; in practice anything
could be obtained, at a price, on markets which, in actual fact, might have
to be regarded as "free" even when restrictions were still legally in force.
Prices rose again, however, in the spring of 1947, to 40-50 times the
pre-war level, while the note circulation had only increased by 28 times
since 1938, the difference in the rate of increase being no doubt partly
due to continued shortages of goods. But it is likely that another factor
also played a rôle, viz. a decline in the hoarding of notes, previously so
common, especially among the peasants of Italy. The fact that there was no
longer any surplus of notes in the hands of the public, compared with
pre-war standards, was one of the reasons for abandoning the plan to
make an exchange of notes (and to block part of the notes called in).

In F r a n c e , too, there is a disparity between the rise in prices and
the increase in the note circulation: at the beginning of 1947 the wholesale
price level was thus, according to the official price index, about 8% times
pre-war, while the amount of notes outstanding was only about 5 % times;
and this, no doubt, is partly due, as in Italy, to a decrease in the hoard-

ing of notes. In the early
months of 1947, the level of
production in industry was
about 85-90 per cent, of pre-
war, and in agriculture about
84 per cent., but the real wages
of workers in towns were
probably only 60-65 P er cent,
of pre-war. In order to hold
back an increase in wages,
which might only have result-
ed in an all-round increase
in prices, the government (as
already mentioned) decreed a
price cut of 5 per cent, in
December 1946 and another
in February 1947. This was
an attempt to bring about a
reversal of the "hausse" sen-
timent and allow a breathing-
space for the attainment of

France: Prices of Agricultural and Industrial Products.
Monthly, 1938 = 1OÒ.
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a b e t t e r e q u i l i b r i u m . I t w o u l d s e e m t o h a v e m o d e r a t e d f u r t h e r i n c r e a s e s

i n m o n e y i n c o m e , a l t h o u g h t h e l a s t c u t o f 5 p e r c e n t , w a s n o t g e n e r a l

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

O n t h e b l a c k m a r k e t s , p r i c e s m o v e d i r r e g u l a r l y i n 1 9 4 6 ; t h a t s o m e d e c l i n e s

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

o f 1 9 4 6 - 4 7 r e f l e c t s a n i m p r o v e d s u p p l y s i t u a t i o n a n d a l s o a b e t t e r b u d g e t

p o s i t i o n f o r t h e g o v e r n m e n t .

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

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

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

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

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

r i s e n a b o u t 6 % t i m e s a b o v e t h e p r e - w a r l e v e l , w i t h a rise o f 1 0 - 1 5 p e r

c e n t , b e t w e e n t h e m i d d l e o f 1 9 4 6 a n d t h e s p r i n g o f 1 9 4 7 , i . e . a n

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

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

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

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

r e s p e c t s , p o l i t i c a l a n d o t h e r w i s e .

O u t s i d e E u r o p e , t h r e e c o u n t r i e s r e g i s t e r e d a p r i c e r i s e t o a t l e a s t 5 t i m e s

t h e p r e - w a r l e v e l , n a m e l y L e b a n o n ( 1 0 t i m e s ) a n d I r a q a n d I r a n ( a b o u t

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

s h o w e d a d i s t i n c t t e n d e n c y t o d e c l i n e i n t h e c o u r s e o f 1 9 4 6 .

4 . N e x t i s a h e t e r o g e n e o u s g r o u p o f c o u n t r i e s w i t h a p r i c e r i s e

b y o v e r 2 ^ t i m e s b u t n o t m o r e t h a n 4 o r 4 % t i m e s t h e p r e - w a r l e v e l .

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

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

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

A m o n g t h e m a r e B e l g i u m a n d C z e c h o s l o v a k i a ( p r i c e s h a v i n g r i s e n t o 3 t i m e s

t h e p r e - w a r l e v e l , b u t o n l y

W h o l e s a l e P r i c e s i n e a r l y 1 9 4 7 . t w i c e w i t h a l l o w a n c e f o r t h e

d e v a l u a t i o n ) , H o l l a n d ( w i t h

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

2 7 0 w i t h o u t , a n d 1 8 6 w i t h ,

a l l o w a n c e f o r t h e d e v a l u a -

t i o n ) a n d T u r k e y ( w i t h

w h o l e s a l e p r i c e s 4 . 3 t i m e s

t h e p r e - w a r l e v e l w i t h o u t ,

a n d a b o u t t w i c e w i t h , a l l o w -

a n c e f o r t h e d e v a l u a t i o n ) .

Countries

Belgium

Czechoslovakia

Holland

Turkey ,• • •

Current
index

March 1947

Percentage
devaluation
of currency

Price level
adjusted for
devaluation

Indexes: January-June 1939 — 100

305 *

300

270

430

oo

— 41

— 31

— 55

207

776

186

193

* For Belgium no regular index is available but a figure of around 305
has often been indicated, in official statements and elsewhere.

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

t w e e n 2 % a n d 3 % t i m e s s i n c e 1 9 3 9 b u t w h i c h h a v e r e t a i n e d t h e i r p r e - w a r

r a t e s o f e x c h a n g e i n r e l a t i o n t o t h e d o l l a r o r t o s t e r l i n g a n d w h i c h , t h e r e f o r e ,
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have to adjust their costs and prices to a lower level. These countries, which
include E g y p t , I n d i a , M e x i c o , P a l e s t i n e and S p a i n , are in much the
same position as a number of European countries after the first world war.
On that occasion, Great Britain, Holland, Switzerland, Denmark, Norway,
Sweden and others, having experienced a considerable rise in prices, never-
theless returned to the pre-war gold parities, although such a policy meant
going further than the United States in the matter of deflation. Thus in
Egypt, for instance, business conditions in 1946 were in a depressed state
at a time when thé rest of the world was, for the most part, enjoying a
boom.

5. Finally, there is a large group of countries in which w h o l e s a l e
p r i c e s h a v e r i s e n s o m e w h e r e b e t w e e n 45 a n d 130 p e r c e n t , a b o v e
p r e - w a r a n d t h e r i s e in t h e cos t of l i v i n g r a n g e s , as a r u l e , f rom
45 to 75 p e r c e n t . This group includes Australia, Canada, Costa Rica,
Denmark, Great Britain, Ireland, New Zealand, Norway, Portugal, South
Africa, Sweden, Switzerland, the United States and Venezuela. If account
is taken of the devaluation, Belgium, Czechoslovakia, Holland and Turkey
belong to this group. Some of the margins between the price figures of
these various countries are probably due to differences in compiling the in-
dexes, but a number of real disparities also remain. There is, however,
reason to think that these disparities have become somewhat narrower in
the year 1946-47, partly because of the price rise in the United States.

As may be seen from the graph showing price movements since 1939
in the U n i t e d S t a t e s , the outstanding facts have been (i) a gradual rise

by 30 per cent, from the
summer of 1939 to the
end of 1942, followed by
(ii) three years of compa-
rative stability under price
control, lasting up to 1946;
and (iii) a fairly steep rise
by about 28 per cent.* in
the latter half of 1946 after
the price control had been
progressively abolished, Up
to the beginning of 1947
the total price rise since
the beginning of the se-
cond world war was 90
per cent, compared with a
146 per cent, increase from
August 1914 to the peak

United States: Price Movements.
Indexes: January-June 1939=100.
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T h e r e a l price rise was, however, somewhat less than t h e indexes indicate. T h e index figures
before decontrol take in to accoun t , official ceiling prices, t h o u g h as a mat te r of fact many food-
stuffs and o ther articles were sold and bough t in considerable quanti t ies at h igher prices (in the
case of meat , probably two-thirds of t h e cur ren t supply) .
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in May 1920. The cost of living is shown to have risen from an index
figure of a tout 130 in 1945 to 155 by the beginning of 1947 — a rise
by not quite 20 per cent, (the real rise being doubtless rather less — see
footnote).

The price increases which occurred in the United States between the
middle of 1946 and the early months of 1947 were inevitably unwelcome
to those who had more or less fixed incomes, and these increases also
reduced the real value of the dollar loans and credits which a number of
countries had obtained, and of such dollar holdings as various countries had
accumulated in American banks. On the other hand, there have been some
advantages connected with the price rise in the United States:

F i r s t l y , the price increases established a more natural relation
between the volume of money and the supply of goods and in that
way helped to lessen the inconveniences connected with the redundant
liquid claims inherited from the war. The Federal and local budgets
being substantially in equilibrium, a non-artificial cost and price level
is coming into existence in the United, States.

S e c o n d l y , the rise in American wholesale prices to a level of
over 90 per cent, and in the cost of living to 50 per cent, above
pre-war made it easier for a number of European countries, in which
prices during and immediately after the war had risen more sharply
than in the United States, to attain a balanced foreign exchange position
without having to devalue their currencies. It may be pertinent in this
connection to recall some words in the speech which Lord Keynes
made on 18th December 1945 in the House of Lords on the British-
American Loan: "The United States is rapidly becoming a high-living
and high-cost country. Their wages are two-and-a-half times ours.
These are the historic, classical methods by which in the long run
international equilibrium will be restored."

Grave doubts are, however, often expressed as to the future stability
of the American price level, which is now of such decisive importance for
the world's price movements and thus for' the attainment of monetary
stability in general. Some have forecast a price fall by twenty per cent, or
more before the end of 1947, while others look forward to no substantial
break for a year or two.

Production continues to rise and, as inventories have largely been
filled up to peacetime requirements, a certain downward pressure on prices
may possibly set in. But most manufacturers have orders to meet for months
and even for years to come, and money continues to be cheap — short-term
business paper, which in 1920 carried an interest rate of 6-8 per cent., can
now be placed at rates around 1 per cent. The flow of gold, which in
1919-20 temporarily turned against the United States, so that a loss of
$340 million was sustained between the summer of 1919 and the spring
of 1920, has since the middle of 1945 been uninterruptedly in the direction
of New York and may well continue so for some considerable time.
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United States: Wholesale Prices
in two war and post-war periods. — Monthly indexes 1926= 100.
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M o r e o v e r , t h e l a r g e r p a r t o f t h e d e p o s i t s o f A m e r i c a n b a n k s c o r r e s p o n d t o

g o v e r n m e n t b o n d s ( w h i c h , a f t e r t h e u t i l i s a t i o n o f t h e U . S. T r e a s u r y ' s G e n e r a l

F u n d , c a n b e r e d u c e d s u b s t a n t i a l l y o n l y b y b u d g e t s u r p l u s e s ) ; a n d , i n so

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

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

d e b t s , e v e n if c o m m o d i t y p r i c e s s h o u l d suf fer a c e r t a i n s e t b a c k . T h e b a n k s

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

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

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

c o n t r a c t i o n o f t h e k i n d w h i c h a g g r a v a t e d t h e s i t u a t i o n i n t h e y e a r s 1 9 3 0 - 3 2 .

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

m a y k e e p t h e fall f r o m b e c o m i n g g r e a t e n o u g h t o n e c e s s i t a t e a m a j o r

c u t i n w a g e r a t e s ; fo r , w h e n s u c h a c u t is r e q u i r e d , t h e r e a d j u s t m e n t w i l l

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

F o r E u r o p e a n c o u n t r i e s , t h e r i s e i n p r i c e s i n t h e U n i t e d S t a t e s a n d i n

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

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

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

t a i n e d , a s i n G r e a t B r i t a i n . T h e t a b l e s h o w s t h a t t h e r i s e i n p r i c e s

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

I n t h e c o u r s e o f 1946 n o n - f e r r o u s m e t a l s e x p e r i e n c e d t h e m o s t p r o -

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

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

a n o v e r a l l r i s e o f a b o u t 13V2 p e r c e n t , b e t w e e n F e b r u a r y 1 9 4 6 a n d

F e b r u a r y 1 9 4 7 , w i t h i m p o r t s c o s t i n g 126 p e r c e n t , m o r e t h a n i n 1 9 3 8 w h i l e

e x p o r t p r i c e s h a d i n c r e a s e d b y o n l y 115 p e r c e n t .
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Changes in Principal Groups.

August 1939 = 100

Cereals .
Meat, fish and eggs . . .
Other food and tobacco .

Total food, etc. . . .
Coal
Iron and steel
Non-ferrous metals . . .
Cotton
Wool
Other textiles
Chemicals and oils. . . .
Miscellaneous

Total mater ia ls, etc.

Al l ar t ic les

Dec. 1945

195
144
185

174
208
148
126
200
178
195
155
198

172

173

Dec. 1946

200
149
174

173
208
168
178
240
188
219
171
198

189

183

March 1947

198
150
180

175
208
168
210
242
190
223
178
203

193

187

United Kingdom: Import and Export Prices.
Monthly indexes: 1938 = 100.

T h e r i s e i n w h o l e s a l e

p r i c e s h a s b e e n e x c e p t i o n -

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

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

t h e B r i t i s h E m p i r e : 4 2 p e r

c e n t , i n A u s t r a l i a , 4 8 p e r

c e n t , i n N e w Z e a l a n d a n d

6 0 p e r c e n t , i n C a n a d a .

I n D e n m a r k , o n t h e

o t h e r h a n d , t h e s e p r i c e s

s h o w a r i s e o f 1 0 5 p e r

c e n t . , a n d i n P o r t u g a l

a s m u c h a s 1 5 0 p e r c e n t . A s t r a d e b e c o m e s f r e e r t h e s e m a r k e d d i f f e r e n c e s

a r e b o u n d t o b e g r a d u a l l y e l i m i n a t e d .

1946 1947

T h e B r i t i s h c o s t - o f -

l i v i n g i n d e x s h o w s a rise

o f 3 2 p e r c e n t , b e t w e e n

A u g u s t 1 9 3 9 a n d M a r c h

1 9 4 7 , t h e l o w p e r c e n t a g e

rise b e i n g d u e p a r t l y t o

t h e h e a v y s u b s i d i e s , p a r t l y

t o t h e f r e e z i n g o f r e n t s

a t t h e p r e - w a r l e v e l ,

b u t p a r t l y a l s o t o t h e

r e l a t i v e w e i g h t s • g i v e n

t o t h e c o m m o d i t i e s o n

w h i c h t h e i n d e x i s b a s e d .

W a g e r a t e s , o n t h e o t h e r

h a n d , h a v e risen b y 6 5 - 7 0

p e r c e n t . a n d b u i l d -

i n g m a t e r i a l s b y 8 5 p e r

c e n t . T h e p r i c e c o n t r o l

h a d t o b e e n f o r c e d m o r e

s t r i c t l y a g a i n a f t e r t h e

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

o f 1 9 4 6 - 4 7 .

O u t s i d e t h e five g r o u p s m e n t i o n e d a b o v e a r e t h e c u r i o u s p r i c e c o n -

d i t i o n s i n G e r m a n y a n d A u s t r i a , w h i c h c a n b e fitted i n t o n o r e g u l a r s c h e m e .

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

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

fixed d u r i n g t h e w a r ; a n d t h e s e r a t e s , i t s h o u l d b e n o t e d , h a v e b e e n , i n

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

f o r c e b e f o r e t h e w a r ( g o i n g b a c k , i n G e r m a n y , t o t h e w a g e s t o p o f 1 9 3 6 ) .

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

o f f i c i a l p r e m i u m s i n v a r i o u s f o r m s : f o r i n s t a n c e , flats o r s m a l l h o u s e s w i t h



gardens were let at a cheap rent to individually good workers and, in a
more general way, meals were provided in canteens, where food could
be obtained more cheaply and in greater quantity than elsewhere, since the
factories could afford to purchase extra supplies in markets (black or other-
wise) which were too expensive for thè workers.

Since the end of the war the system of additional premiums and meals
in canteens has been further developed and the workers themselves have,
in addition, found their own ways of adding to their real income: the indi-
vidual worker often takes a day off in order to procure additional supplies
of food by, for instance, visits to relatives and friends with a place in the
country; goods can also be obtained in exchange for cigarettes or (a more
recent practice) for nails and tools (such as ' scissors, screw-drivers, etc.,
which can easily be carried in the pocket) or, in the case of miners, by
bartering small quantities of coal. A further development has been that in
some key industries, such as coal and iron, larger rations have been allowed,
together with an increase of money wages in some cases (a rise of 20 per cent,
in the Ruhr during 1946, further increases being contemplated). In the spring
of 1947 a proposal was being considered for an increase in the producers'
prices for coal and iron by 100 per cent, and in the wage rates for specially
trained workers by 50 per cent. There is a further scheme designed to deal
with the so-called "problem industries" (textiles and others), in which wages
have been (and still are) so low that workers have fought shy of employment
in these branches of industrial activity.

The system of comparatively stable money, wages in Germany, thanks to
which the wartime and post-war increases have been smaller in that country
than anywhere else, could certainly not have been applied, had it not been
for the fact that since the beginning of 1946 German budgets have been
more or less balanced, with an actual surplus of, in all, R M 1.8 milliard
in the American zone and a surplus of about R M 1 milliard expected for
1947 in the British zone (account being taken of the fact that advances which
the Military Government has granted to the coal mining industry are to be
brought into the zonal budget).

One difficulty in Germany is the absence of a controlled national
currency, issues having been made in different ways, so that nobody knows
exactly how many marks have been issued in all, the most generally accepted
estimate being 65 milliard marks, as compared with R M 11 % milliard in the
summer of 1939. A u s t r i a , on the other hand, has had a currency of its
own since the end of 1945 and steps are gradually being taken to restore
the working of the price system. Thus, the strict wage and price stops,
inherited from the Anschluss period, have been somewhat eased: increases
have been granted, which by the autumn of 1946 would seem to have
raised official prices to about 40 per cent, above the level of 1937. And,
in March 1947, this upward adjustment was followed by the granting of a
23 per cent, wage increase above the December 1946 level.



As supplies have become somewhat less scarce, prices have fallen on
the black markets in Vienna, as shown in the table. The percentages relate
to the summer of 1945 when the black market was at its highest :— perhaps
one to two hundred times the official prices.

B l a c k - M a r k e t P r i c e s i n V i e n n a . *

Period

1945 August

1946 March . . . . . . .
June
September
December

1947 January . . . . . .
February
March

Black-Market
Prices

Foods
Tobacco,
coffee,

tea, etc.

Official Prices

Foods
Tobacco,

coffee,
tea, etc.

August 1945 = 100

100.-

66.6
66.4
28.9
26.5

26.4
23.4
21.8

100.-

53.2
34.7
18.7
15.0

14.7
13.1
12.7

100.-

109.4
109.4
131.1
157.6

157.6
157.6
157.9

100.-

364.0
364.0
365.7
366.1

366.1
366.1
370.0

Black-Market Prices
as Multiple of
Official Prices

Foods
Tobacco,
coffee,

tea, etc.
Official Prices = 1

264

766
148
55
43

44
40
37

124

18
10
4
4

- 4
3
3

* Weighted according to peacetime consumption.

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

a g a i n t o w o r k m o r e i n o r d e r t o e a r n m o r e . S t i l l , i n t h e s u m m e r o f 1 9 4 6 ,

i f a w o r k e r e a r n e d S c h . 5 5 a w e e k , h e h a d e n o u g h t o b u y h i s o w n a n d

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

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

t h e b l a c k m a r k e t , w h i c h w o u l d " a n y h o w b e b e y o n d h i s r e a c h . F u r t h e r e a r n i n g s ,

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

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

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

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

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

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

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

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

h e w a n t e d . A s t h e w a r t i m e s h o r t a g e s a r e g r a d u a l l y o v e r c o m e , i t -

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

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

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

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

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

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

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

m o n e y t o b e s p e n t a n d 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 a v a i l a b l e ; a n d ,

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

t h r o u g h a d e c l i n e i n q u a l i t y , o r t h e r e w i l l b e a r a p i d i n c r e a s e i n i m p o r t s ,
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against which import restrictions still in force may be intensified or re-
strictions already abolished may be reimposed. Instead of sinking deeper
into the quagmire of controls, the authorities should rather seek to re-establish
freedom for the purchase and sale of goods, so that money can once more
become a token of general purchasing power. This would bring back freedom
of choice and attention to quality, and it would also furnish a guide to
the better direction of production. An attempt to effect a redistribution of
income by rationing would, under normal circumstances, be a crude and
maybe even ineffective mode of action — ineffective because, by the purchase
of non-rationed goods, those who have sufficient funds at their disposal are
able to obtain more in terms of real cost to society than if they had been
entitled to acquire freely whatever goods and services they wanted. If any
person or group of persons is considered to have obtained income or wealth
wrongly, the correction should be made by means less costly than a denial
of money's functions and ä stultification of the whole price system.

The superabundance of purchasing power, * which has been and still is
typical of the post-war situation in most countries, is not a homogeneous
phenomenon. In its simplest form it is caused by inflationary issues for
government purposes. But, even with a budget in equilibrium, an excess
of purchasing power may reflect the spending or investment of old deposits
and other liquid assets representing a "hangover" from the war financing.
It may also happen that incomes suddenly rise (when, for instance, wages
are raised) but prices are kept down by a control of goods already produced,
the result being a disparity between spending and available supplies, as
stated above. Moreover, easy money conditions, sustained by purchases
of securities by the central bank, may provide an abundance of credit in
the market, with consequences which it is difficult to foresee in every
respect. When a surplus of spending appears, it is necessary to analyse
each particular situation correctly in order to find out what the proper
remedies are; in any case it would be well to get rid of the idea that
the problems can simply be solved by more "control".

After a major world war, t h r e e c r i t i c a l b u s i n e s s a d j u s t m e n t s
constitute successive threats:

(i) The first occurs when war expenditure is suddenly cut and the question
arises whether the slack is going to be taken up by an expansion of
other outlay (in the form of current spending and investment) so as
to prevent a disastrous price fall and widespread unemployment. As
we already know, this first hurdle has been taken with less difficulty
than had been generally expected.

(ii) The second critical period sets in when wartime shortages disappear,
when inventories have been replenished and when consumers have satis-
fied the demand postponed during the war. The pressure will not be

There are a few countries, and among them Hungary and Yugoslavia, in which great efforts have
been made to re-establish equilibrium; one of the consequences has been the emergence of a
stringency on the money and capital markets.
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felt simultaneously in all countries. In the United States the time for
this particular adjustment would seem to be ripe in the course of 1947.
Considering that during the second world war exceptional shortages
were never allowed to lift prices and wages as much as had been the
case during the first world war, the subsequent price setback may this
time be less violent. In any case, there are plenty of opportunities
for investment (in housing, etc.) and, when such opportunities exist,
the necessary adjustments will usually be made without any prolonged
depression.

(iii) At a later date a moment will probably come when, after years of steady
investment, the rate of return on capital is likely to be affected, and it
is not out of the question that such a situation, if not properly dealt
with, will cause a glut on the markets which, together with an apparent
lack of investment possibilities, will create serious difficulties. Still, it
should be remembered that after the first world war difficulties of this
kind did not set in before 1929-30, i. e. more than ten years after the
armistice. Probably in this case too we can count upon a few years'
grace; but we must not repeat the mistakes which made the price fall
in the early 'thirties so violent and disastrous.

In general, of course, it is well to remember that action by the autho-
rities (or their omission of proper action) is a more important factor now-
adays for the simple reason, if for no other, that the public sector has
grown in size. To take an example: should there be an abrupt cessation
of financing in dollars, the foreign demand on the American market might
shrink rapidly, and that at a time when price support might be badly needed.
This is not the least of the considerations making it highly desirable that
sufficient facilities in the form of loans and credits should be provided, so
that a lacuna in the institutional sphere may not, even indirectly, cause an
embarrassing decline in world market prices.



IV. Post-War Foreign Trade.

In the course of 1946 most countries resumed the regular issue of
their trade statistics but, owing to continued non-publication in some cases
and to difficulties of interpreting some of the published data, it has not
been possible to give comprehensive figures of world trade comparable with
those compiled before the war. Accordingly, the best method has been to
give the dollar value of foreign trade for a certain number of countries
for which the necessary statistics have become available. •

V o l u m e o f W o r l d T r a d e .

Countries

United Kingdom . . . . . .
United States
31 other countries

Total for 33 countries . . .

Germany (and Austria) . .
Japan
U.S.S.R .
Rest of the world

Total for 76 countries . . .

Pre-war

1929 1937 1938

12 months

Post-war

1945
July-
Dec.

19

Jan.-
June

46

July-
Dec.

6 months

July
1945

to June
1946

1946

12 months

in mil l ions of dollars

15,200
16,100
36,300

67,600

12,200
3,300
1,600

31,500

116,200

7,300
6,300

16,900

30,500

5,100
2,000

600
15,600

53,800

6,500.
5,000

14,600

26,100

4,700
1,500

500,
14,200

47,000

3,300
5,800
9,100

18,200

4,100
6,900

10,300

21,300

5,000
7,400

14,200

26,600

7,500
12,700
19,400

39,600

9,100
14,300
24,500

47,900

Note : Compiled from the League of Nations
International Trade Statistics and from the U.S.
Department of Commerce "Foreign Commerce
Weekly".

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

f o r 1 9 4 s a n d 1 9 4 6 w e r e r e s p o n s i b l e i n 1 9 3 8 f o r n e a r l y 6 0 p e r c e n t , o f t h e

t o t a l f o r e i g n t r a d e o f t h e w o r l d . I n j u d g i n g t h e s i g n i f i c a n c e o f t h e figures

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

p r i c e c h a n g e s w h i c h h a v e o c c u r r e d s i n c e 1 9 2 9 — t h e s h a r p f a l l i n p r i c e s

f r o m 1 9 3 0 o n w a r d s , w h i c h , i n s p i t e o f a p a r t i a l r e c o v e r y , l e f t , f o r i n s t a n c e ,

U . S . d o l l a r p r i c e s i n 1 9 3 8 s o m e 3 0 p e r c e n t , b e l o w t h e 1 9 2 9 l e v e l ; t h e n

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

t h e i n c r e a s e b y s o m e 2 0 - 3 0 p e r c e n t , o n t h e U . S . m a r k e t b e t w e e n t h e

s u m m e r o f 1 9 4 5 a n d t h e e n d o f 1 9 4 6 . N o r m u s t t h e p r i c e c h a n g e s b e

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

r e c o r d s t h e m o n t h l y t r a d e o f t w e n t y c o u n t r i e s ( r e s p o n s i b l e f o r a b o u t 5 0 p e r

c e n t , o f w o r l d t r a d e i n 1 9 3 8 ) .

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

t h e s p r i n g o f 1 9 4 5 , a n d i n t h e F a r E a s t a l s o b y t h e f o l l o w i n g A u g u s t , t h e

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

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

s p u r t p a r t i c u l a r l y i n 1 9 4 6 . O w i n g t o t h e p o s t - w a r r i s e i n p r i c e s , h o w e v e r ,

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

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

h a l f o f 1 9 4 6 ; a n d , i n t h a t c o n n e c t i o n , i t m u s t b e r e m e m b e r e d t h a t t h e t r a d e

figures a s g i v e n i n t h e n a t i o n a l s t a t i s t i c s h a v e b e e n c o n v e r t e d i n t o d o l l a r s

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

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

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

b y s e a . I f t h e l e v e l i n 1 9 3 8 i s p u t a t 1 0 0 , t h e p r i c e i n d e x figure f o r t h e

l a t t e r h a l f o f 1 9 4 6 w o u l d p r o b a b l y b e s o m e w h e r e b e t w e e n 2 0 0 a n d 2 5 0 . If ,

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

i n d e x figure o f 2 2 5 , t h e 1 9 3 8 v a l u e o f f o r e i g n t r a d e f o r t h e t h i r t y - t h r e e

c o u n t r i e s a t t h e r a t e o f p r o g r e s s a t t a i n e d i n t h e s e c o n d h a l f o f 1 9 4 6 w o u l d

b e $ 2 3 . 5 m i l l i a r d , a s c o m p a r e d w i t h $ 2 6 . 2 m i l l i a r d i n 1 9 3 8 , a d e c l i n e i n

v o l u m e b y a b o u t 1 0 p e r c e n t . F o r t h e w o r l d a s a w h o l e , h o w e v e r , t h e

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

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

t h e w a r a n d , b y t h e l a t t e r h a l f o f 1 9 4 6 , h a d r e g a i n e d o n l y a f r a c t i o n ( a b o u t

1 0 p e r c e n t . ) o f t h e p r e - w a r v o l u m e ( w i t h h i g h e r figures f o r t h e i m p o r t

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

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

t e n a n c e o f t h e G e r m a n a n d t h e J a p a n e s e p o p u l a t i o n ) .

E v e n a p a r t f r o m t h e t e m p o r a r y d i s a p p e a r a n c e o f G e r m a n y a n d J a p a n

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

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

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

Exports (including re-exports)
Commercial-exports ... . .... .
Lend-lease exports
UNRRA and other relief. . .

Total . . .

Imports (total)

Trade balance

Balance of commercial trade .

1938 1945 1946

in millions of dollars

3,094

3,094

1,960

+ 1,134

+ 1,134

3,763
5,562

481

9,806

4,136

+ 5,670

— 373

7,964
654

1,124

9,742

4,935

+ 4,807

+ 3,029

B e f o r e t h e w a r G r e a t B r i t a i n a c c o u n t e d f o r o n e - s e v e n t h o f t h e w o r l d ' s

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

e a c h w i t h a b o u t o n e - t e n t h o f t h e t o t a l . B u t , i n 1 9 4 6 , t h e U n i t e d S t a t e s

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

G r e a t B r i t a i n . T h e o l d c h a r a c t e r i s t i c s o f t h e t r a d e o f t h e t w o c o u n t r i e s

s t i l l p r e v a i l : G r e a t B r i t a i n i n 1 9 4 6 h a d , a s p r e v i o u s l y , a n i m p o r t s u r p l u s

( t h r o u g h t h e d e c a d e f r o m 1 9 2 9 t o 1 9 3 8 t h e r e l a t i o n b e t w e e n B r i t i s h i m p o r t s

a n d e x p o r t s w a s 3 : 2 ) , w h i l e t h e U n i t e d S t a t e s b a l a n c e o f t r a d e s h o w e d a n

e x p o r t s u r p l u s , a s i t h a d

U n i t e d S t a t e s : F o r e i g n T r a d e . d o n e w i t h o u t a s i n g l e e x -

c e p t i o n s i n c e t h e y e a r 1 8 9 3 .

W h e r e a s b e f o r e t h e s e c o n d

w o r l d w a r t h e m e r c h a n -

d i s e e x p o r t s u r p l u s w a s

l a r g e l y o f f s e t " b y a n a d -

v e r s e b a l a n c e o f s e r v i c e s

( i n v i s i b l e t r a d e ) , t h e U n i t e d

S t a t e s i n 1 9 4 6 h a d t o i t s

c r e d i t a s u r p l u s i n r e s p e c t

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

s e r v i c e s .

O w i n g t o l a r g e l e n d - l e a s e s h i p m e n t s , t h e U n i t e d S t a t e s h a d h a d i n

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

a c c o u n t , p a i d , f o r l a r g e l y b y g o l d ; b u t i n 1 9 4 6 t h e t r a d i t i o n a l e x p o r t s u r p l u s

o n m e r c h a n d i s e a c c o u n t r e a p p e a r e d .

I f t o c o m m e r c i a l e x p o r t s a m o u n t i n g t o a b o u t $ 8 m i l l i a r d a n d l e n d - l e a s e

a n d U N R R A s u p p l i e s of ,

t o g e t h e r , a b o u t $ 1 . 8 m i l -

l i a r d a r e a d d e d d e l i v e r i e s

o f m i l i t a r y s u r p l u s s t o c k s

a n d m i l i t a r y r e l i e f t o t h e

e x t e n t o f $ 2 . 6 m i l l i a r d , t h e

U n i t e d S t a t e s i n 1 9 4 6 s u p -

p l i e d $ 1 2 . 4 m i l l i a r d w o r t h o f

g o o d s , w h i c h , t o g e t h e r w i t h

$ 2 . 9 m i l l i a r d o f i n t e r e s t a n d

s e r v i c e s , m a d e a t o t a l o f

$ 1 5 . 3 m i l l i a r d o f v i s i b l e a n d

i n v i s i b l e e x p o r t s . O n t h e

o t h e r s i d e , i m p o r t s a n d s e r -

v i c e s a t a r o u n d $ 7 m i l l i a r d

l e f t a b a l a n c e d u e t o t h e

U n i t e d S t a t e s a m o u n t i n g

t o $ 8 . 2 m i l l i a r d i n 1 9 4 6 .

T h i s w a s financed i n t h e

f o l l o w i n g t h r e e w a y s :

United States: Total Exports by groups.
Quarterly, in millions of dollars.
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(i) $3.2 milliard by donations, including $2.6 milliard paid by the Treasury
and $600 million from private donations and welfare organisations.

(ii) $3.5 milliard by loans and credits.

(iii) $1.4 milliard paid by foreign importing governments out of their accu-
mulated reserves in gold and dollars.

The following details are given by the Export-Import Bank:

Financing of United States
Credit Balance in 1946.

C o n t r i b u t i o n s :
UNRRA
Lend-lease
Civilian supplies to occupied areas
Other government contributions ( n e t ) . . . .
Private donation (net)

Total contributions . .

L o a n s a n d i n v e s t m e n t s of
U n i t e d S t a t e s f u n d s :

Export-Import Bank .
Lend-lease credits
Surplus property credits .
British loan . .
Other United States funds (net)

Total loans etc. . . . .

Use of foreign gold and dollar resources . . . .
Errors and omissions

Total

* In millions
of dollars

1,500
100
600
400
600

3,200

1,000
900
800
600
200

3,500

1,400
100

8,200

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

b e o b t a i n e d .

F o r 1 9 4 7 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

e s t i m a t e d t h a t t h e e x c e s s

o f e x p o r t s o f g o o d s a n d

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

$ 7 . 2 m i l l i a r d , o r a b o u t

$ 1 m i l l i a r d l e s s t h a n i n

1 9 4 6 . A b o u t o n e - q u a r t e r o f

t h e s u r p l u s e x p o r t s w i l l

p r o b a b l y n o t r e q u i r e a n y

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

c o v e r e d b y d o n a t i o n s o f

v a r i o u s k i n d s , w h i l e i t i s

e x p e c t e d t h a t t h e r e m a i n d e r

w i l l b e c o v e r e d p a r t l y b y

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

b y t h e u s e o f e x i s t i n g

h o l d i n g s o f g o l d a n d d o l l a r s

a n d p a r t l y b y t h e s a l e o f

a m i l l i a r d U . S . d o l l a r s m a y

I n 1 9 4 6 t h e f o r e i g n t r a d e o f t h e U n i t e d S t a t e s s t i l l s h o w e d s o m e

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

r e c o r d e d e x p o r t s w a s 2 3 p e r c e n t . , a s c o m p a r e d w i t h o n l y 1 0 p e r c e n t ,

d u r i n g t h e y e a r s 1 9 3 6 - 3 8 . T h e c o n t i n u i n g h i g h p e r c e n t a g e f o r 1 9 4 6 r e p r e -

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

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

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

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

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

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

r e g u l a t i o n s h a d b e e n c o n s i d e r a b l y r e l a x e d . A s r e g a r d s t h e d i r e c t i o n o f t r a d e

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

w e r e a b o u t 2 9 p e r c e n t , o f t h e t o t a l b e f o r e t h e w a r , d r o p p e d t o 7 p e r c e n t ,

i n 1 9 4 4 b u t r e c o v e r e d t o 1 6 p e r c e n t , i n 1 9 4 6 . O n t h e o t h e r h a n d , C a n a d a ' s

s h a r e m o r e t h a n d o u b l e d , p a s s i n g f r o m 1 4 % p e r c e n t , i n 1 9 3 6 - 4 0 t o a s m u c h

a s 3 2 p e r c e n t , i n 1 9 4 4 a n d s t i l l r e p r e s e n t i n g 1 8 p e r c e n t , i n 1 9 4 6 .
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United States: Foreign Trade.
Imports and Exports (monthly, in millions of dollars)
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T h e m o s t s t r i k i n g f e a t u r e o f C a n a d a ' s t r a d e i s t h e o v e r w h e l m i n g i m -

p o r t a n c e o f G r e a t B r i t a i n a n d t h e U n i t e d . S t a t e s , t h e s e t w o c o u n t r i e s a b s o r b i n g ,

b e f o r e t h e w a r , a b o u t 7 5 - 8 0 p e r c e n t , o f C a n a d a ' s e x p o r t s a n d t o g e t h e r f u r n i s h i n g

8 0 p e r c e n t , o f C a n a d i a n i m p o r t s . T h e r e l a t i o n s h i p p r o v i d e d a m o s t t y p i c a l

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

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

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

s t e r l i n g .

A n i n t e r e s t i n g m a n i f e s t a t i o n o f t h e c h a n g e w h i c h h a s t a k e n p l a c e i n

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

b e t w e e n C a n a d a a n d L a t i n A m e r i c a n c o u n t r i e s .
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Distribution

United States:
Exports
Imports

Balance . . .

B r i t i sh Emp i re : *
Exports
Imports

Balance . . .

Total for all countries:
Exports
Imports

Balance . . .

1938 1944

in millions of

261
425

— 164

437
186

+ 251

835
677

+ 158

1,301
1,447

— 146

1,729
204

+ 1,525

3,440
1,743

+ 1,697

1945 , 1946

Can. dollars

1,197
1,202

g

1,523
231

+ 1,292

3,218
1,546

+ 1,672

888
1,405

— 517

920
278

+ 642

2,312
1,864

+ 448

Canada's Balance of Trade. NotälWffi&tant to note
that under wartime conditions
import and export statistics
are not reliable indicators of
international payments arising
out of commodity trade;
goods have, for instance,
been shipped overseas for
the use of Canadian forces
or shipped to destinations
other than the country of
purchase. It should further
be noted that both during
the war and in the post-war
period imports from Great
Britain have not included
articles imported for the use
of British armed forces sta-
tioned in Canada nor articles
admitted free under Order in
Council. As from 1945, the
item "Canadian goods return-
ed" has been excluded from
the import figures,B a large
volume of Canadian military
equipment and stores having
been returned under this head-
ing with no payment involved.

F o r 1 9 4 6 t h e h e a v y i m p o r t s u r p l u s f r o m t h e U n i t e d S t a t e s t o g e t h e r w i t h

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

d u r i n g t h e f i r s t q u a r t e r o f 1 9 4 7 a n d f o r c e d C a n a d a t o r e i n t r o d u c e s o m e

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

B e f o r e 1 9 1 4 G r e a t B r i t a i n ' s s u b s t a n t i a l i m p o r t s u r p l u s w a s a s a

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

t h e . o t h e r s e r v i c e s m a i n l y c o n n e c t e d w i t h L o n d o n ' s p o s i t i o n a s a f i n a n c i a l

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

f r o m o v e r s e a s i n v e s t m e n t s w a s a v a i l a b l e f o r r e i n v e s t m e n t a b r o a d . D u r i n g

t h e first w o r l d w a r G r e a t B r i t a i n u s e d u p a b o u t o n e - q u a r t e r o f t h e ( n o m i n a l )

v a l u e o f i t s f o r e i g n c a p i t a l b u t , i n t h e first p o s t - w a r d e c a d e u p t o 1 9 3 0 ,

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

t h e g r e a t d e p r e s s i o n , h o w e v e r , G r e a t B r i t a i n a g a i n d r e w o n i t s f o r e i g n

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

United Kingdom: Current Account of

Items

Vis ib le Trade:
Imports (retained)
Exports

Balance . . .

Government Expenditure Overseas . . .

Total Current Payments Abroad

Inv is ib le I ncome f rom:
Shipping
Overseas investments
Other sources

Total invisible income . . .

Balance on Current Account .

1913

the Balance of Payments.

1929 1938 1945 1946

in millions of £ sterling

659
525

— 134

— 134

+ 94
+ 210
+ 35

+ 339

+ 205

1,111
730

— 381

— 381

+ 130
+ 250
+ 104

+ 484

+ 103

858
471

— 387

— 16

— 403

+ 105
+ 175
+ 53

+ 333

— 70

1,053
399

— 654

+ 97

— 875

1,247
912

— 335

— 300

— 635

+ 125
+ 80
+ 30

+ 235

— 400



47

etc. above the rate of domestic saving. In consequence of the renewed
heavy drafts on the foreign assets during the second world war and the
foreign indebtedness which was then incurred, the n e t income from
Great Britain's overseas investments would seem to have been reduced, in
real value, to about one-fifth of what it was before the first world war.

Notwithstanding a loss of 28 per cent, of the British merchant marine
during the war, the income from shipping has kept up fairly well, being
swollen by high freight rates, which in 1946 were fully four times the pre-
war rates. A reduction in these rates must be expected, but Great Britain
is making a strong bid to maintain its earning position by a great effort
in shipbuilding. At the end of March 1947 the total tonnage under construc-
tion in the world (apart from Danzig, Germany, Japan, Poland and the
U.S.S.R.) was 3.7 million gross tons, of which 54 per cent, was being built
in Great Britain and Ireland, three-quarters of it on British orders. "

Other invisible income (from banking commissions, etc.) has not
regained its pre-war importance. All in all, it would seem as if, in 1946, the
total invisible income (thus including income from overseas investments and
services) was in real value barely 40 per cent, of what it had been before
the war.

Great efforts have been made to increase exports, which already in 1946
were brought up to their pre-war volume, while imports, equally adjusted
for the price increases, were still 30 per cent, less than before the war, the
balance being weighed down, however, by heavily increased government ex-
penditure abroad at the rate of £300 million in 1946.

Thanks to the export drive, the 1946 import surplus was. less in
current value than in 1938 or 1939 and, in volume, certainly less than
one-half of what it had been in either of those two years. The gap is
likely to be further reduced as freight rates drop from their present high
level. Since this high level affects the valuation of imports (which are valued
c. i. f.) more than of exports (which are valued f. 0. b.), it is difficult to
tell whether the turn of the terms of trade against Great Britain, as
shown by the figures in the following table, is not apparent rather than real.

Average Values'of British Imports and Exports.

Groups

Food, Drink and Tobacco
Raw Materials and Articles mainly

unmanufactured
Articles wholly or mainly manufactured
Animals not for Food

Weighted average . . .

Total imports

1945 1946 1st quarter
1947

U. K. exports

1945 1946 1st quarter
1947

Price index numbers: 1938 = 100

185

213
216
188

198

219

219
194
214

210

245

243
234
182

238

192

215
185
309

186

201

208
193
354

195

216

241
209
390

211
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The rise in British import prices in the spring of 1947 was no doubt
connected with the rise in prices on many markets (especially in the United
States) during the winter of 1946-47. The effect of this rise was the more
noticeable since it is from North America and the Argentine that Great Britain
receives the main part of its imports of foodstuffs and raw materials. The

• distribution of British trade, indicated in the next table, shows that the
aggregate deficit of £335 million in 1946 was the net result of a large deficit
with the most important "hard-currency" countries, a surplus with Europe
and almost balanced accounts with the sterling area.

Dis t r ibu t ion of Br i t ish Foreign Trade.0)

Imports . . .
Exports (3) . .

Balance . . .

United States, Canada
and Argentina

1938 1946

Sterling area

1938 1946

Europe

1938 1946

Total (2)

1938 1946

in millions of £ sterling

235
62

— 173

489
89

— 400

305
223

— 82

451
456

+ 5

308
173

— 135

233
348

+ 115

919
471

— 448

1,298
912

— 386

0) Exports to Europe include UNRRA and NAAFI suppliés which, taken together, were at the rate of £4 million
a month in 1946.

(2) Including other countries than those classified, with an aggregate of less than 10 per cent, of the total
turnover. (3) Without re-exports.

T h e f o l l o w i n g t a b l e o f p e r c e n t a g e r e l a t i o n s h i p s f o r t h e U n i t e d K i n g d o m

b r i n g s o u t t h e c h a n g e w h i c h h a s t a k e n p l a c e b e t w e e n 1 9 3 8 a n d 1 9 4 6 .

B r i t i s h E x p o r t s
in p e r c e n t a g e of B r i t i s h I m p o r t s .

Area

"Hard currency" countries .
Sterling area
Europe

Total . . ,

1938

0/

To
26
73
56
57

1946

/o
18

101
149

70

T h e b a l a n c e w i t h E u r o p e i s p a r t l y

d e t e r m i n e d b y U N R R A d e l i v e r i e s f r e e

o f c h a r g e . L a c k o f w o r k i n g c a p i t a l a n d

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

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

t h e e x h a u s t i v e e f f e c t s o f t h e w a r , w h i c h

m a d e t h e m d r a w o n f u n d s o b t a i n e d

t h r o u g h p a y m e n t a g r e e m e n t s a n d o t h e r

c r e d i t s . T h u s D e n m a r k , f o r i n s t a n c e ,

r a n u p a d e b t o f £ 3 3 . 5 m i l l i o n t o p a y

f o r s u r p l u s i m p o r t s , m o s t l y f r o m G r e a t

B r i t a i n . T h e r e w o u l d b e a p r o f o u n d

i m p r o v e m e n t i n t h e B r i t i s h t r a d e p o -

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

b e t t e r a b l e t o m a k e p a y m e n t s i n g o o d s

o r i n c o n v e r t i b l e c u r r e n c i e s . G r e a t B r i t a i n

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

B u t , i n s o f a r a s t h e m e t h o d s j u s t m e n t i o n e d f o r i m p r o v i n g t h e s i t u a t i o n

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

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

t a x a t i o n o n t o b a c c o . T h e e x t e n t t o w h i c h G r e a t B r i t a i n w i l l h a v e t o r e l y o n

o n e o r o t h e r o f t h e s e m e t h o d s w i l l n o t d e p e n d o n « B r i t i s h a c t i o n a l o n e .

Note: The figures for Europe include the "hard
currency" countries, Sweden and Switzerland.
If these two countries were transferred to the
first group in the table, the British balance in
relation to Sweden and Switzerland would in-
crease the balance with the United States, Canada
and the Argentine by only £5 million or 1 per
cent. It has therefore seemed preferable to
group them together with other European coun-
tries, the more so since Sweden no longer has
so hard a currency as was previously the case.
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Turning to the c o n t i n e n t of E u r o p e , truly representative trade
statistics are available for a certain number of countries but, where rapid
changes have occurred in the price level or where multiple exchange rates
are quoted (as in Italy) or goods are moved in and out of occupied areas,
figures are not always available and, when available, they have to be inter-
preted with extreme circumspection. *

For the following relatively small countries the statistics may, however,
be taken as giving a fairly adequate picture of the currents of trade.

It is interesting to note that three countries — Denmark, Sweden and
Switzerland — which habitually have an excess of imports, had an export
surplus in 1945, all three being able to furnish goods to other nations
before their own import trade really got going. But for them this proved
to be a temporary phase: in 1946 they already had import surpluses so
substantial that two of them — Denmark and Sweden — had to reimpose
fairly severe trade regulations.

D e n m a r k had excess imports in 1946 at the rate of about D.Kr. 100million
a month, i.e. D.Kr. 1,225 million for the whole year. The net income from
shipping may have been as high as D.Kr. 400 million, while incomings and
outgoings of other invisible items would seem to have balanced.

In June 1946 the Government announced a trade restriction plan in
which it was estimated that for 1947 an amount of D.Kr. 1,450 million
would be obtained from the export of farm products and D.Kr. 500 million
from the export of industrial goods, while shipping income would give
D.Kr. 350 million and drafts on credit balances with other countries might
yield a little over D.Kr. 100-million, making a total of D.Kr. 2,400 million.
With an amount of D.Kr. 125 million reserved for interest and redemption
of foreign loans, D.Kr. 2,275 million would thus be available for import
of goods, this involving a cut of nearly D.Kr. 600 million in imports as
compared with trade in 1946.

In the table N o r w a y ' s import surplus for 1946 is given as
N.Kr. 994 million but, if account is also taken of sales and purchases of
ships and of the income from whale oil, the import surplus on merchandise
account becomes N.Kr. 1,330 million. On the other hand, income from ship-
ping is estimated to have reached a net amount of N.Kr. 600 million, while
other invisible income (interest and dividends, tourists, etc.) resulted in net
payments abroad of about N.Kr. 60 million, leaving a deficit of N.Kr. 790 mil-
lion on the current account of the balance of payments. Moreover, some
N.Kr. 300 million net was paid out in advance on contracts entered into for

In the autumn of 1946, the exports of a certain country in Europe, according to official statistics,
covered as much as three-quarters of the imports in one month, but such a relationship seemed
improbable; an investigation by UNRRA (whose services have done much to clarify the position
in many places) proved that imports had been valued at prices converted at official rates, while
exports had been valued at domestic prices and converted at market rates; when recalculated in
dollar values it was found that exports probably covered about 30 per cent, of the true value
of imports.



Foreign Trade.

D e n m a r k :
Exports . . . .
Imports . . . .

Balance .

N o r w a y :
Exports . . . .
Imports . . . .

Balance .

S w e d e n :
Exports . . . .
Imports . . . .

Balance .

F i n l a n d : «
Exports . . . .
Imports . . . .

Balance .

1938 1945 1946 1947
Jan .-March

In millions of national currency units

1,528
1,624

— 96

787
1,193

— 406

1,843
2,082

— 239

8,398
8,607

— 209

904
703

+ 201

326
1,198

— 872

1,758
1,084

+ 674

5,228
6,821

— 1,593

1,611
2,836

— 1,225

1,201
2,195

— 994

2,528
3,370

— 842

23,051
24,286

— 1,235

388
522

— 134

«
219
548

— 329

480
984

— 504

3,914
6,274

— 2,360

0) January and February only.
(2) Not Including reparation deliveries and restitution goods.

d e l i v e r i e s o f s h i p s f r o m

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

m e n t s , t o g e t h e r w i t h t h e

d e f i c i t o n t h e c u r r e n t a c -

c o u n t o f t h e b a l a n c e o f

p a y m e n t s , w e r e f i n a n c e d —

a p a r t f r o m s o m e t r a n s -

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

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

t i o n o f N . K r . i . i o o m i l l i o n

i n t h e c o u n t r y ' s r e s e r v e s

o f g o l d a n d f o r e i g n e x -

c h a n g e . I m p o r t f i g u r e s r e -

m a i n e d h i g h i n t h e o p e n -

i n g m o n t h s o f 1 9 4 7 a n d ,

i n M a y , t h e N o r w e g i a n

G o v e r n m e n t a n n o u n c e d s e -

v e r e r e s t r i c t i o n s i n t h e

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

i m p o r t s f r o m d o l l a r a n d

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

S w e d e n ' s i m p o r t s u r p l u s o f S . K r . 8 4 2 m i l l i o n i n 1 9 4 6 i s e s t i m a t e d t o

h a v e b e e n c o v e r e d t o t h e e x t e n t o f S . K r . 3 5 0 m i l l i o n b y n e t i n c o m e f r o m

s h i p p i n g a n d t o t h e e x t e n t o f S . K r . 1 2 5 m i l l i o n b y n e t r e c e i p t s f r o m o t h e r

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

S . K r . 3 6 7 m i l l i o n o n t h e c u r r e n t a c c o u n t o f t h e b a l a n c e o f p a y m e n t s . O n

c a p i t a l a c c o u n t a l s o s o m e m o v e m e n t s t o o k p l a c e — n o t a l l e a s i l y d i s c e r n i b l e ;

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

e x c h a n g e w e r e r e d u c e d b y a b o u t S . K r . 3 5 0 m i l l i o n . T h e a m o u n t o f s u r p l u s

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

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

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

o f 1 9 4 7 a m o u n t i n g t o S . K r . 5 0 4 m i l l i o n — a r e c o r d figure f o r a l l t i m e .

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

o f t h e S v e r i g e s R i k s b a n k h a v i n g d e c l i n e d f r o m S . K r . 2 , 9 7 3 m i l l i o n a t t h e e n d o f

J u n e 1 9 4 6 t o S . K r . 1 , 9 0 9 m i l l i o n a t t h e e n d o f t h e y e a r a n d t o S . K r . 1 , 2 8 7 m i l -

l i o n a t t h e e n d o f M a r c h 1 9 4 7 , t h e S w e d i s h G o v e r n m e n t a n n o u n c e d i n M a r c h

1 9 4 7 t h a t a l l i m p o r t s w o u l d b e s u b j e c t t o l i c e n c e s a n d t h a t t h e i m p o r t o f

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

t o r a t i o n i n g o f c o f f e e , t e a a n d s o m e o t h e r c o m m o d i t i e s .

I n i n t e r p r e t i n g F i n l a n d ' s t r a d e figures, i t m u s t b e r e m e m b e r e d t h a t

t h e c o u n t r y ' s p r i c e l e v e l h a d risen b y r o u g h l y 6 % t i m e s a c c o r d i n g t o t h e

o f f i c i a l i n d e x , t h e a c t u a l v o l u m e o f i m p o r t s a n d e x p o r t s i n 1 9 4 6 b e i n g n o t

m o r e t h a n o n e - h a l f o f w h a t i t w a s b e f o r e t h e w a r . S t i l l , i m p o r t a n t p r o g r e s s

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

A s u b s t a n t i a l p a r t o f t h e e x p o r t s a r e o n a c c o u n t o f r e p a r a t i o n s ; u p t o t h e



end of January 1947 Finnish deliveries in kind, calculated on the basis of
1938 prices, represented a value of $100 million, but at present world prices
the value would be about $170 million. Finland has managed to keep going
thanks partly to foreign credits, in the first place from Sweden and the
United States.

The National Bank of B e l g i u m explains in its report for 1946 that
the import figures in the trade returns seem to be too high, mainly because
of some duplication. But, even so, a substantial import surplus remained,
the payment of which was facilitated by the receipt of foreign currencies
—• some B.fcs 9 milliard in 1946 — as a counterpart to goods and services
and Belgian notes furnished to the Allied forces; and a similar amount
was received as proceeds of foreign loans and a repatriation of income and
capital from abroad. It is perhaps of interest to recall that the payment
to the Allied forces was at the time one of the main reasons for the sharp
increase which occurred in Belgium's note circulation, and consequently in the
price level, after the country was liberated. The example is one of many
that could be quoted, showing how difficult it is to tell whether or not a
certain chain of events (in this case: first, the issue of notes to the Allied
forces; secondly, at a later date, reimbursement in foreign exchange of
the amounts involved) has been, on balance, to the advantage of the
country concerned.

In 1938 H o l l a n d had a trade deficit of Fl. 376 million, which, however,
was more than covered by a surplus of Fl. 484 million for invisible items,
consisting of Fl. 271 million receipts from interest and dividends, Fl. 232 mil-
lion (net) from shipping and harbour traffic, Fl. 17 million from sundry

services, with a net amount
F o r e i g n T r a d e . of only Fl. 36 million as a

debit item on account of
tourist traffic. During the
war as much as one-half of
the Dutch mercantile marine
was lost and the amounts
earned by such other activi-
ties as harbour traffic, transit
trade, insurance, etc. have
been less than usual (largely
because of conditions in
the East Indies and in
Germany). The loss of in-
come from invisible items,
at a time when the need of
imports is particularly great
after the war, left Holland
with no choice but to draw
on its monetary reserves

January and February only. and to borrow abroad.

B e l g o - LuxemboL
Exports . . . .
Imports . . . .

Balance .

H o l l a n d :
Exports . . . .
Imports . . . .

Balance .

S w i t z e r l a n d :
Exports . . . .
Imports . . . .

Balance .

P o r t u g a l :
Exports . . . .
Imports . . . .

Balance .

1938 1945 1946 1947
Jan.-March

in millions of national currency units

rg U n i o n
21,670
23,069

— 1,399

1,039
1,415

— 376

1,317
1,607

— 290

1,139
2,300

— 1,161

3,984
13,756

— 9,772

1,473
1,225

+ 248

3,237
4,056

— 819

29,654
52,562

— 22,908

785
2,145

— 1,360

2,676
3,423

— 747

4,375
6,543

— 2,168

11,801
17,367

— 5,566

343
770

— 427

772
1,033

— 261

#

436
686

— 250



Swiss Foreign Trade:
Movements of Prices and Volume.

; Quarterly, 1938 = 100.

S w i t z e r l a n d a l s o s h o w s s o m e e x c e p t i o n a l f e a t u r e s i n i t s f o r e i g n

t r a d e : as 1 m a y b e s e e n f r o m t h e g r a p h , t h e p r e - w a r v o l u m e h a s b e e n e x c e e d e d

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

— e x p o r t p r i c e s h a v e i n c r e a s e d m o r e t h a n i m p o r t p r i c e s n o t w i t h s t a n d i n g t h e

s w o l l e n c o s t s o f t r a n s p o r t .

W i t h r e g a r d t o c h e m i c a l s ,

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

t e x t i l e s , S w i t z e r l a n d h a s b e e n a b l e

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

f r o m G e r m a n y ; i t h a s e v e n h a d t o

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

o t h e r s t e p s t o p r e v e n t f o r e i g n

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

t h a t i t W o u l d g i v e a d a n g e r o u s

o r i e n t a t i o n t o t h e c o u n t r y ' s w h o l e

e c o n o m y . I n 1 9 3 8 , a b o u t o n e - f i f t h

o f S w i t z e r l a n d ' s f o r e i g n t r a d e w a s

w i t h G e r m a n y ; i n 1 9 4 6 l e s s t h a n

1 p e r c e n t . I n s t e a d , t h e U n i t e d

S t a t e s h a s g o n e u p t o t h e f i r s t

p l a c e , w i t h o n e - s i x t h o f t h e t o t a l

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

a v a i l a b l e f o r S w i t z e r l a n d w i t h r e g a r d

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

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

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

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

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

i n 1 9 4 6 , t h e i m p o r t s u r p l u s b e i n g t h r e e t i m e s a s h i g h a s i n 1 9 4 5 ; b u t t h e r e

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

b a l a n c e o f p a y m e n t s b e n e f i t i n g b y t h e c o u n t r y ' s e x c e l l e n t g e o g r a p h i c a l p o s i t i o n .

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

t r a d e h a s a c q u i r e d a g r e a t i m p o r t a n c e i n t h e field o f i n t e r n a t i o n a l s e t t l e -

m e n t s , j u s t a s t h e " s e r v i c e t r a d e s " i n t h e i n d i v i d u a l e c o n o m i e s s h o w a

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

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

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

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

y e t b e e n a b l e t o r e s t o r e t h e i r i n c o m e t o a n y t h i n g l i k e t h e p r e - 1 9 1 4 l e v e l

o r e v e n t o w h a t i t w a s i n t h e y e a r s 1 9 2 8 - 3 0 .

F o r t h e w h o l e y e a r 1 9 4 6 s u r p l u s i m p o r t s i n F r a n c e w e r e F r . f c s 1 3 3

m i l l i a r d a n d t h e y r e m a i n e d ( o n a n a n n u a l b a s i s ) a t a b o u t t h e s a m e r a t e

i n t h e first q u a r t e r o f 1 9 4 7 . H o w t h e s e d e f i c i t s h a v e b e e n c o v e r e d m a y
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Imports
Exports

Foreign

Balance . —

Trade of France.

1938

in

46,064
30,590

15,474

1945

millions of

54,837
11,393

_ 43,444

1946 1947
Jan.-March

French francs

234,042
101,406

— 132,636

76,953
47,919

— 29,034

b e s e e n f r o m t h e t a b l e

w h i c h _ r e p r o d u c e s t h e

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

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

l a n c e o f p a y m e n t s f o r

1 9 4 s a n d 1 9 4 6 ( f o r t h e

l a t t e r y e a r i n t e r m s o f

U . S . d o l l a r s a l s o ) .

B e f o r e 1 9 1 4 a n d i n t h e y e a r s a r o u n d 1 9 2 9 t h e i m p o r t s u r p l u s h a d b e e n

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

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

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

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

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

I n b o t h 1 9 4 5 a n d 1 9 4 6 t h e d e f i c i t s o n c u r r e n t a c c o u n t , t o g e t h e r w i t h

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

e x t e n t o f a b o u t 6 0 p e r c e n t , b y f o r e i g n l o a n s a n d c r e d i t s ( t o g e t h e r w i t h

f o r e i g n i n v e s t m e n t s i n F r a n c e ) a n d 4 0 p e r c e n t , b y t h e u s e o f r e s e r v e s ,

m a i n l y t h e g o l d h o l d i n g s o f t h e B a n k o f F r a n c e .

A c c o r d i n g t o a n e s t i m a t e i n c l u d e d i n t h e M o n n e t P l a n , e q u i l i b r i u m i n

t h e b a l a n c e o f p a y m e n t s s h o u l d b e e s t a b l i s h e d i n 1 9 5 0 , w i t h e x p o r t s a n d

i m p o r t s a t a p p r o x i m a t e l y t h e s a m e figure ( b e t w e e n $ 2 , 1 0 0 a n d 2 , 2 0 0 m i l l i o n )

a n d w i t h t o u r i s t t r a f f i c f u r n i s h i n g $ 3 2 0 m i l l i o n ( w h i c h w o u l d s t i l l b e s o m e -

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

a t a b o u t $ 3 4 0 m i l l i o n ) .

France: Current Account of the Balance of Payments.

Items

Import su rp lus *
Inv is ib le i tems:

1. Current payments:
Cost of insurance, freight, etc
Administrative expenditure
Remittances of foreign workers
Other items

Total current invisible payments
2. Current income:

Interest and dividends
Tourist traffic
Spending by Allied troops
Other items

Total current invisible income . . . '.

Balance of invisible items

Net balance on current account

1945 1946

in milliards of Fr.fcs

— 59:3

1.3
3.9
0.7

15.0

— 20.9

0.7
— 1.0

5.4
1.1

+ 6.2

— 14.8

— 74.0

— 200.9

36.0
8.6
8.2

20.9

— 73.7

12.0
2.5
1.2

22.0

+ 37.7

— 36.0

— 236.9

in millions
of dollars

— 1,675

300
72
68

173

— 613

100
20
10

184

+ 314

— 299

— 1,974

The amounts shown as import surplus in this table are larger than in the previous table because they
include imports of military equipment and some other items not appearing in the current trade statistics.
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France: Capital Account of the Balance of Payments.

Items

Def ic i t on current account .
1ncreased by :

Repayment of foreign loans, French investments
abroad, etc

Total payments to be met

This total was covered by:
1. Foreign loans and credits
2. Repayment of loans to France .
3. Private investments in France, etc

Total 1—3

4. Use of reserves :
Public reserves .
Amounts requisitioned from the public, etc. . .

Total use of reserves

Total proceeds of capi tal t ransact ions (1—4) . .

1945 1946

in milliards of Fr.fcs

74.0

4.9

78.9

> 47.8

47.8

31.1

31.1

78.9

236.9

31.0

267.9

130.9
1.4 -

12.0

144.3

107.9
15.7

123.6

267.9

in millions
of dollars

1,974.0

258.5

2,232.5

1,090.4
12.1

100.0

1,202.5

899.1
130.9

1,030.0

2,232.5

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

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

c o u n t r i e s t o e v a l u a t e i m p o r t s a n d e x p o r t s i n d o l l a r s i n o r d e r t o g e t a s o m e -

w h a t c l e a r e r p i c t u r e o f t h e r e a l f o r e i g n t r a d e p o s i t i o n , a s w a s d o n e f o r 1 9 4 6 b y

t h e C e n t r a l I n s t i t u t e o f S t a t i s t i c s i n R o m e . E x p o r t s a t $ 3 7 6 m i l l i o n c o v e r

4 6 p e r c e n t , o f t h e i m p o r t s a t $ 8 1 2 m i l l i o n , l e a v i n g a t r a d e d e f i c i t o f $ 4 3 6 m i l -

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

Italy: Balance of Payments 1946.

Credit items

Emigrants' remittances

Income from tourist traffic

Income from other invisible items .

Total . . .

In millions
of

U.S. dollars

45

2

27

74

Debit items

Import surplus
Various non-commercial payments .

Total . . .

Deduct: Total of credit items . . .

Balance on current account

In millions
of

U.S. dollars

436
20

456
74

— 382

T h i s p a s s i v e b a l a n c e h a s b e e n m o r e t h a n c o v e r e d b y : of "dollar"5

C o n t r i b u t i o n s : U N R R A 3 8 0

F u n d s f o r p a y m e n t o f A l l i e d t r o o p s 0 . . . 1 5 0

F . E . A . F u n d s 6 0

P o s t - l i b e r a t i o n a c c o u n t s O 6 0

L o a n s : E x p o r t - I m p o r t B a n k (3) 2 5

T o t a l c o n t r i b u t i o n s a n d l o a n s 6 7 5

L e s s , o n c u r r e n t a c c o u n t 3 8 2

S u r p l u s i n b a l a n c e o f p a y m e n t s 2 9 3

(x) O f which $110 million was utilised dur ing 1946.
(3) O f which only $3.5 million was d rawn in 1946.

(2) Credi ts for 1945 impor ts , utilised in 1946.
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This surplus represents a net addition, during the year, to the coun-
_try_!s__holdings_of__foreign currencies, _the__major part being an increase
in official reserves but a certain part being in private ownership. Whereas
several countries (France, Holland, etc.) had to supplement foreign aid by
liquidating a portion of their gold and foreign assets, Italy was thus able
to accumulate substantial amounts of foreign exchange during 1946, especially
as imports were difficult to obtain. The foreign holdings will partly serve
to cover surplus imports in 1947 and 1948, especially since UNRRA will
discontinue its imports some time in the summer of 1947, its place being
presumably taken, however, to a certain extent, by relief at the charge of
the United States. It has been estimated that for the whole of 1947 imports
and other current payments will take fully $1,500 million, of which nearly
60 per cent, will be covered by exports, emigrants' remittances, shipping
earnings, etc., while early ' in the year UNRRA deliveries still to be made
in 1947 were valued at $130 million. The Italian authorities seem to think
that the year 1948 will prove more difficult than the current year.

For Italy, pre-war trade with Germany used to represent about 22 per cent,
of the total foreign trade turnover and had the advantage that the goods im-
ported from Germany could be paid for largely by the products of Italy's own soil
(fruits, vegetables, etc.), which is not possible in relation to the United States.

Before the war the share of G e r m a n y in world trade was a little less
than 10 per cent, and in the trade of Europe about 18 per cent., but the
exports to European countries exceeded imports from them. Great Britain,
France, Belgium, Holland, Denmark, Sweden, Switzerland, Czechoslovakia and
Poland together absorbed 40 per cent, of Germany's exports but provided
only 30 per cent, of its imports. In the present sellers' market most of
these countries can, without any very grave inconvenience, temporarily
dispense with Germany as customer but find it difficult to do without
certain German goods, and in several instances they are suffering considerable
losses from the disappearance of transit trade with Germany. The Danubian
and Balkan countries, to which German exports had been increasingly di-
rected since 1934, are simply having to do without many articles habitually
obtained from Germany; but supplies from Germany had, of course,

already fallen off consider-
German t r a d e ably during the course of

in D a n u b i a n and Balkan c o u n t r i e s . the war.

In 1937, German ex-
ports were the equivalent
of $2,380 million, and im-
ports of $2,200 million.
But for 1946 total ex-
ports from the British,
French and U. S. zones
have been estimated at
only $230 million, with an

Countries

Bulgaria
Turkey
Greece
Hungary
Yugoslavia
Roumania

Exports to Germany

1929 1937

Imports from Germany

1929 1937

Percentage share of Germany In country's trade

30
13
23
12
9

28

43
36
31
24
22
19

22
15
9

20
16
24

55
42
27
26
32
29



unknown quantity of exports from the Russian zone, while the interzonal
trade (in either direction) has been estimated by the Russian administration in
Berlin at $85 million. The total of $230 million is made up of $145 million
from the British zone (including $117 million coal exports), $60 million
from the French and $25 million from the American zone. As regards the
French zone, an export surplus of $6 million was obtained from June 1945
to December 1946 but for the other zones imports exceeded exports in
value. There are many difficulties in connection with a revival of German
exports on a scale that would enable the country to pay for the necessary
imports and leave a surplus. Coal exports, now around one-half of. total
exports, amounted to about 10 per cent, of the total before the war,
70 to 80 per cent, of the exports being represented by finished articles, for
the production of which foreign raw materials were largely required. There
is still no particular advantage for a German inv selling abroad, since he
only gets the inland price; and the monetary regulations are also hampering.
It should be remembered that German exports in the past characteristically
consisted of a great number of small items; in 1938 the German export trade
was made up of not less than 30,000-40,000 individual transactions daily.
In the early months of 1947, German firms in the British and American
zones, were permitted to have direct dealings with foreign customers, new
export procedures being arranged and the ban on trading with the enemy
being abolished in Great Britain and the United States.

Gaps in the foreign trade for E a s t e r n E u r o p e a n c o u n t r i e s mostly
correspond to periods of great uncertainty, when few or no statistics were
collected; in some cases they reflect failure to resume publication of com-
mercial data. With a view to accurate interpretation of the particular figures,
it must be pointed out that none of the countries covered by the table has
included UNRRA deliveries among its imports (while in Italy, for instance,
such deliveries were added to other imports and thus included in the
global import figures). The foreign trade for 1938 cannot, of course, be
compared with that of post-war years without allowance for the (often
considerable) rise in prices and, in some cases, for changes of frontiers.

For P o l a n d the trade statistics are published not only in zlotys but also
in U. S. dollars.

Poland: Foreign Trade.

Poland's most important trade partner is the U.S.S.R., which in 1946 supplied
70 per cent, of the imports (as compared with 91 per cent, the previous year) and

absorbed 50 per cent, of the
exports (93 per cent, in the
previous year). Next came
Sweden, with 14 per cent, of
the imports and 18 per cent,
of the exports. Coal is the
most important item in
Poland's export trade, ac-

* without UNRRA deliveries. counting for 8o per cent, of

Exports
Imports * . . . . .

Balance . . .

1938 1945 1946

in millions of U.S. dollars

225.2
247.1

— 21.9

37.8
34.2

+ 3.6

133.0
138.8

— 5.8

1946 in
percentage

of 1938

59
56

—
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P o l a n d : C o a l e x p o r t s in 1946

Coal exports to:

U.S.S.R
Sweden
Denmark
France
Norway
Switzerland
Germany, Soviet Zone . . .
Others .

Total . . .

In thousands
of tons

9,352
2,180

733
596
377
258
542
965

15,003

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

R o l a n d - _ h a s c o n c l u d e d _ _ a _ j w h o l e _ s g n e s _ o f _

c o m m e r c i a l a g r e e m e n t s , a l l o n a b i l a t e r a l

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

U . S . S . R . a n d S w e d e n , b y i m p o r t a n t c r e d i t

a r r a n g e m e n t s ; t h e a m o u n t s i n v o l v e d h a v e

a l l b e e n e x p r e s s e d i n g o l d o r i n c u r -

r e n c i e s o t h e r t h a n t h e z l o t y . T h e d i s t r i -

b u t i o n o f P o l a n d ' s f o r e i g n t r a d e m a y

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

t o d i f f e r e n t c o u n t r i e s .

Foreign Trade
of Eastern European Countries.

In C z e c h o s l o v a k i a deliveries by UNRRA and other imports not re-
corded in the regular trade statistics amounted in 1946 to Kcs 13,000 million,
i.e. to a higher figure than the regular imports of Kcs 10,240 million
shown in the current trade statistics. . . .

With regard to the
year 1947, about Kcs 2 mil-
liard is reported as outstand-
ing in respect of U N R R A
deliveries. Once these de-
liveries have been completed,
Czechoslovakia will have to
raise its exports by some
60 per cent, to be able
to cover imports as large
as those in 1946. Such a
high rate of exports was;
however, nearly reached in
the first quarter of 1947;
but the balance of pay-
ments will be burdened
by the fact that raw
materials have to be im-
ported 6-8 months before
the manufactured articles
are ready for export.
Furthermore, provision has
to be made for compen-
sation to foreign owners
of nationalised industries
and for the import of
machinery under the
Two-Year Plan. A desire

(1) For May to December. (2) January and February. , . ,,. . . , ,
(3)For 1938, 1945 and 1946 in 1938 pengös; various currencies converted t o O b t a i n h a r d Cur renc ies

into pengös at official rates without premiums; for 1st quarter 1947 , . ,. ' i . • ' i i
in forints. . «Es t ima te s . e x p l a i n s t h e r e l a t i v e l y l a r g e

Czechos lovak ia :
Exports
Imports

Balance .

Aus t r i a :
Exports
Imports

Balance .

H ungary :
Exports . . . . .
Imports

Balance .

Bu lgar ia :
Exports
Imports

Balance .

G reece :
Exports
Imports

Balance .

Turkey :
Exports
Imports. . . . .

Balance .

1938 1945 1946 1947
Jan.-March

in millions of national currency units

10,242
8,389

+ 1,853

540
900

— 360

522
418

+ 104

5,578
4,934

+ 644

10,149
14,761

— 4,612

144.9
149.8

— 4.9

500 0)
777 0)

— 277 0)

1.4
2.4

— 1.0

12,397
5,820

+ 6,577

• .

218.9
126.2

+ 92.7

14,345
10,239

+ 4.1C6

219.3
250.9

— 31.6

76.7
65.4

+ 11.3

14,942
17,514

— 2,572

95,000 m
450,000 «

-355,000 W

432.1
223.9

+ 208.2

5,461
5,0C6

+ 455

51 P)
8 3 (?)

- 32 (?)

187P)
244 (3)

' — 57(3)

3,788
3,427

+ 361

160.4 00
66.3 (?)

+ 94.1 (2)



export surplus to Switzerland, which for the first quarter of 1947 amounted
to Kcs 272 million.

For A u s t r i a , Switzerland is the most important trade partner, with
a share in the country's trade which in 1946 was nearly twice as large
as that of Czechoslovakia, occupying second place. It should, however, be

remembered that current trade
A u s t r i a : statistics are incomplete owing

Dis t r i bu t i on of Fore ign T r a d e 1946. to the fact that a large part
of the deliveries to the east
remain unrecorded (especially
those from assets in the pos-
session of the U.S.S.R.).

Imports from Germany
consist almost wholly of coal,
payment being largely made
through the export of electric
current (an "invisible item" not
shown in the table). In the first
quarter of 1947 the total import
surplus was running at a higher
rate than for the whole of 1946.

In 194S, the year hostilities ceased, H u n g a r y had virtually no exchange
of goods and services with other countries, but trade began to pick up in
1946, even before the month of August when the new currency, the forint,
was introduced. For that year, however, the valuations both of imports
and of exports are most uncertain, quite apart from the fact that the
statistics take no account of the illicit trade, which in 1946 is estimated
to have been about twice as large as the movements recorded in the sta-
tistics. In this respect an improvement has occurred, the official trade figures
for the first quarter of 1947 being much more comprehensive. While im-
ports into Hungary have come largely from the United States and
Czechoslovakia, exports have been increasingly going to the U.S.S.R., on
account of reparations, and to Switzerland in order to obtain a margin
in a "free" currency greatly in demand. Under arrangements with the
U.S.S.R., wool and cotton are being delivered for processing in Hungary;
and from the U . S . Export-Import Bank a credit of $7 million was
obtained in the spring of 1947, mainly for the import of cotton. Much
of Hungary's trade is connected with reparations, which are payable over
eight years to a total of $300 million (at 1938 prices*). The Three-Year
Plan presupposes that in years to come Hungarian exports will be pre-
dominantly industrial and only 40 per cent, will consist of agricultural pro-
ducts — a result reflecting the rapid industrialisation which took place in
the country in the course of the 'thirties. , •

Countries

Switzerland
Czechoslovakia
Italy . . . . .
United States
France
Yugoslavia :
Hungary
Germany . .
Great Britain . . . . . .
Poland
Others

Total . . .

Exports Imports Balance

in millions of Schillings

79.9
41.9
38.3
14.5
10.0
6.7
4.7
4.5
2.9
2.0

13.9

219.3

77.1
42.4
19.9
8.9
5.3
3.2
8.0

59.7
2.7
6.4

17.3

250.9

+ 2.8
— 0.5
+ 18.4
+ 5.6
+ 4.7
+ 3.5
— 3.3
— 55.2
+ 0.2
— 4.4
— 3.4

— 31.6

* T h e 1938 prices are in some cases increased by i o or 15 per cent. O f H u n g a r i a n reparat ions
,$200 million are payable to the U.S.S.R. and $100 million to Yugoslavia and Czechoslovakia.
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For R o u m a n i a no post-war trade statistics have been published. So
far, rapid inflation has made any valuation most uncertain, with the added
difficulty that exports could not be fully recorded, especially those to the
east. It is, however, known that almost all the goods exported (chiefly
timber and oil) have been absorbed by the reparation liability to the U.S.S.R.
(total reparations payable over eight years being fixed at $300 million at
1938 prices). While, before the war, Roumania was an exporter of wheat
and maize, the terrible drought has made imports of cereals necessary, an
arrangement having been negotiated in the spring of 1947 for the purchase
of maize in the United States against gold.

In Y u g o s l a v i a also, current trade statistics are lacking, but UNRRA
reports that its deliveries to Yugoslavia, the major part of which fell within
1946, have amounted to $365 million up to the end of 1946 (the proceeds from
the sales within Yugoslavia amounting to Din. 10 milliard — an amount equal
to the country's federal budget for 1946). It is also stated by U N R R A that
total exports in the first nine months of 1945 amounted to some $4 million
(dinars being converted at the official rate of 50 to the dollar) and consisted
mainly of products which were of secondary importance in the country's
exports before the war, such as wine and grapes, alcohol, liqueurs, tobacco,
opium, various ores, metals and sulphuric acid. Imports outside the UNRRA
programme amounted to $12 million in the first nine months of 1945 and
were thus insignificant in comparison with UNRRA deliveries.

For B u l g a r i a the import surplus in 1946 was largely due to purchases
of grain (as a consequence of the drought) and of raw materials, with imports
also of machinery and such ready-made articles as were obtainable in a part

of Europe in which German de-
Bulgaria: liveries used to be predominant.

Distribution of Foreign Trade in 1946. The largest export items were
tobacco, pure alcohol and attar
of roses, with the U.S.S.R. as
the main trade partner as re-
gards both exports and imports.

While imports from the
U.S.S.R. were larger in 1946
than they had been in the
previous year, there was a
tendency to inrease exports to
western countries, and in the
trade with them a favourable
balance was as a rule achieved.

The trade statistics of G r e e c e have been upset first by the wild
inflation and then, after the first stabilisation, by two further devaluations.
Such figures as are available indicate that in 1946 exports covered about

Countries

U.S.S.R
Czechoslovakia
United States
Roumania
France . . . .
Turkey
Switzerland
Belgium
Hungary .
Others . .

Total . . .

Exports Imports Balance

in millions of leva

9,865
1,562

774
585
533
347
234
182
137
723

14,942

14,341
1,050

614
295
23

382
78
91

123
517

17,514

— 4,476
+ 512
+ 160
+ 290
+ 510
— 35
+ 156
+ 91
+ 14
+ 206

— 2,572
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one-quarter of imports. In a report by the Greek delegate to the Technical
Commission of the United Nations, made public in February 1947, it was
estimated that Greek import requirements of essential goods would amount
to $513 million in 1947, including $207 million for foodstuffs. Prospective
exports and other current income items were expected to yield $142 million,
leaving a deficit of $371 million, which it was hoped to cover by $250 mil-
lion in relief, subsequent to UNRRA assistance, and $121 million in loans.
Proceeds of exports, including currants (value £1.4 million), sulphamine
(£0.9 million), tobacco exported to Great Britain (£2.5 million) and to the
United States ($4 million), would be sufficient to cover vital food require-
ments, while other imports would be dependent on Allied assistance.

T u r k e y shows, for 1946, a substantial export surplus of £T 208 million,
which is almost as much as the total amount of imports. After the devalu-
ation of the Turkish pound by about 35 per cent.* in September 1946, Turkish
exports reached a record level, the foreign demand exerting an upward
influence on domestic prices, however. In conjunction with the decision to
devalue the currency, increased payment facilities were granted to importers
and wartime prohibitions on the import of many goods were lifted (only
some luxury goods being still subject to them). Attempts are being made to
renew trade relations with countries on the continent of Europe but Great
Britain and the United States have remained the chief suppliers.

In 1945 most Danubian and Balkan countries were still practically cut off
from all interchange of goods and services with the west, such trade as these
countries were capable of sustaining being with one another and, to a larger
extent, with the U.S.S.R. In 1946 — the first post-war year for which fairly
reliable trade statistics began to be compiled in this part of the world — com-
mercial relations were more widespread but there was still virtually : no trade
with Germany, the U.S.S.R. remaining the most important trade partner. This

represented a complete re-
Fore ign T r a d e T u r n o v e r of t h e versai of the pre-war situa-
D a n u b i a n and Balkan c o u n t r i e s . tion, in which Germany had

Percentage share of imports plus exports. tried by every means at
its disposal to develop trade
with eastern and south-
eastern Europe; broadly
speaking, Germany's share
in the trade (imports and
exports) of this area was
then around one-third of
the total.

Only Poland (import-
ing goods which came
mainly from the Russian
Zone) Czechoslovakia and

Countries

Austria
Bulgaria . . . .
Czechoslovakia .
Greece
Hungary . . . .
Poland
Roumania . . .
Turkey . . . . .
Yugoslavia . . .

1938

Germany United
Kingdom

U.S.A. U.S.S.R.

1946 ,

U.S.S.R.

percentages

15
ss
20
34
29
24
32
45
34

5
6
7

11
7

/5
10
7
9

5
3
6

12
4
9
3

11
6

0.7
0.0
7.9
1.4

0.5
0.1
3.6
0.1

76
11

36
60

* I n c l u d i n g p r e m i u m s .
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Aus t r i a (receiving deliveries of coal f rom the R u h r ) found in G e r m a n y a

t r ade pa r tne r of some impor tance in 1946.

In t h e per iod from 1925-38 Ge rmany , Grea t Bri ta in and the U n i t e d States

were t h e ma in t r ade par tners of t h e U . S . S . R . , p rov id ing 40 -60 per cent, of

impor t s and absorbing roughly half of all Russ ian expor ts .

Russian Foreign Trade.
Percentage share of Great Britain,
Germany and the United States.

100
r-1»] ' ' ' ' '

; / - ^
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60

0
1913 1929 1930 1931 1932 1933 1934 1935 1936 1937 1938

w h i l e o r d i n a r y t r a d e w a s s t i l l o n a

t h e e x p o r t s f r o m t h e U . S . S . R . t o t h e

T h e d e c r e a s e i n t h e t r a d e r e -

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

c h a n g e s i n p o l i t i c a l o r i e n t a t i o n . I n

1 9 3 7 t h e U n i t e d S t a t e s f o r t h e first

t i m e r a n k e d t o p a m o n g t h e s u p p l i e r

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

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

d u c t s , w h i l e G r e a t B r i t a i n w a s t h e

m a i n p u r c h a s e r o f R u s s i a n g o o d s .

F o r r e c e n t y e a r s t h e t r a d e o f

t h e U . S . S . R . c a n o n l y b e k n o w n i n -

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

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

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

t h e w a r t h e s h a r e o f t h e U . S . S . R . i n

t r a d e w i t h t h e D a n u b i a n a n d B a l k a n

c o u n t r i e s w a s o f t e n o n l y a f r a c t i o n

o f 1 p e r c e n t . , t h e p o s i t i o n a t t a i n e d

i n 1 9 4 6 b y t h e U . S . S . R . i n t h e i m -

p o r t s a n d e x p o r t s o f P o l a n d , B u l g a r i a

a n d H u n g a r y ( f o r w h i c h t h e n e c e s -

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

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

s h a r e e v e r t a k e n b y G e r m a n y . D u r i n g

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

G r e a t B r i t a i n a n d t h e U n i t e d S t a t e s

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

u n d e r t h e l e n d - l e a s e a r r a n g e m e n t s ,

s m a l l s c a l e , e x c e p t f o r a n i n c r e a s e i n

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

T h e c o m p o s i t i o n o f e x p o r t s f r o m t h e U . S . S . R . t o t h e U n i t e d S t a t e s u n d e r -

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

7 2 p e r c e n t , o f t h e t o t a l i n t h e first h a l f o f 1 9 4 6 ; o t h e r i m p o r t a n t i t e m s w e r e

m a n u f a c t u r e d m a n g a n e s e , o r e s a n d t e x t i l e fibre. H i d e s o c c u p i e d first p l a c e i n

R u s s i a n e x p o r t s t o G r e a t B r i t a i n , w h i l e t h e v a l u e o f t i m b e r i m p o r t s d r o p p e d

t o o n e - t e n t h o f i t s 1 9 3 8 i m p o r t a n c e a n d p e t r o l e u m t o o n e - t h i r t i e t h . I n B r i t i s h

e x p o r t s t o t h e U . S . S . R . t h e first p l a c e h a s b e e n t a k e n b y m a c h i n e r y , i n c l u d i n g

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

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

Years

1938
1942
1943
1944
1945
1946

Trade of Great Bri tain

Great Britain

Imports
from

U.S.S.

in

19.5
3.2
1.8
2.1
3.8
4.9

B.

Exports
to

U.S.S.R.

millions of £

6.5
9.8
9.5

23.9
16.3
9.1

and

Imports

U
from
S.S.R.

24
25
30
50
54

100

the United States

Cash

in

70
64
29
30
38
54

United States

with the

Exports to U.S.S.R.

Lend '
Lease

UNRRA and
private
relief

millions of dollars

1,361
2,966
3,443
1,783

152

.

17
152

U.S.S.R.

Total

70
1,425
2,995
3,473
1,838

358

W h i l e t h e w a r w a s s t i l l g o i n g o n , t h e U . S . S . R . c o n c l u d e d c e r t a i n

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

B u l g a r i a ; a n d s i n c e t h e w a r i t h a s c o n c l u d e d a b o u t fifteen t r a d e a g r e e m e n t s ,

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

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

o f 4 0 0 , 0 0 0 t o n s o f w h e a t t o F r a n c e i n t h e s e c o n d q u a r t e r o f 1 9 4 6 . O n e o f

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

S w e d i s h c r e d i t o f S . K r . 1 , 0 0 0 m i l l i o n o v e r a p e r i o d o f five y e a r s , t o b e u s e d

i n a d d i t i o n t o a y e a r l y t r a d e t u r n o v e r o f S . K r . 2 0 0 m i l l i o n b e t w e e n t h e t w o

c o u n t r i e s . I n c h r o n o l o g i c a l o r d e r , t h e U . S . S . R . c o n c l u d e d a g r e e m e n t s w i t h

F i n l a n d , B u l g a r i a , Y u g o s l a v i a , R o u m a n i a , P o l a n d , H u n g a r y , F r a n c e , C z e c h o s l o v a k i a ,

I t a l y , I c e l a n d , t h e A r g e n t i n e , U r u g u a y , G r e a t B r i t a i n , S w e d e n , I r e l a n d a n d

N o r w a y . S o m e o f t h e s e a g r e e m e n t s fixed t h e t r a d e t u r n o v e r , a l l o f t h e m

d e t e r m i n i n g i n a d v a n c e t h e c o m m o d i t i e s t o b e e x c h a n g e d . A c c o r d i n g t o t h e

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

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

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

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

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

m a n u f a c t u r e d g o o d s , f o r i n s t a n c e , f r o m H u n g a r y .

B e f o r e t h e w a r t h e F a r E a s t a c c o u n t e d f o r a b o u t o n e - e i g h t h o f t h e t o t a l

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

i m p o r t a n c e , J a p a n , I n d i a , t h e D u t c h E a s t I n d i e s , B r i t i s h M a l a y a , C h i n a a n d

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

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

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

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

m e n t — J a p a n — n o w H v e s o n d i r e c t A m e r i c a n a s s i s t a n c e c o s t i n g a b o u t

$ 6 0 0 m i l l i o n a y e a r . I n t h e p a s t J a p a n ' s m a i n t r a d i n g p a r t n e r w a s t h e

U n i t e d S t a t e s , w h i c h i n t h e l a s t p e a c e t i m e y e a r , 1 9 3 6 , t o o k 8 5 p e r c e n t ,

o f t h e e x p o r t s o f r a w s i l k , 2 2 p e r c e n t , o f t i n n e d f o o d a n d 1 4 p e r c e n t , o f

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

t h o u g h r e a l s i l k m a t e r i a l s w e r e e x p o r t e d o n a l a r g e s c a l e t o G r e a t B r i t a i n

a n d t h e U n i t e d S t a t e s a l s o .
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Main Trading Partners of Japan.

Countries
Imports

1929 1936

percentages
29.5
13.0
2.3

6.0

7.2

7.1

3.5

6.9

3.1

21.4

100.0

30.7
13.5

7.4

6.6

5.6

4.2

4.1

2.6

2.6

22.7

100.0

Countries
Exports

1929 1936

U.S.A
India
Manchukuo
Australia
China.
Germany
Dutch East Indies . . . .
Great Britain
Canada
Others

Total

U.S.A
Kwantung
India
China
Manchukuo
Great Britain
Dutch East Indies . . . .
Australia
Hong Kong
Straits Settlements . . . .
Philippines
Others . . . .

Total

percentages
42.5

5.8
9.2

13.1
3.1
2.9
4.1
2.1
2.8
1.3
1.4

11.7

100.0

22.1
12.9
9.6
S.9
5.6
5.5
4.8
2.6
2.2
2.2
7.9

24.7

100.0

I n 1 9 3 6 A s i a t i c c o u n t r i e s t o o k a b o u t 5 0 p e r c e n t , o f J a p a n ' s e x p o r t s a n d

s u p p l i e d n e a r l y 4 0 p e r c e n t , o f J a p a n ' s i m p o r t s . A p a r t f r o m t e x t i l e s , J a p a n

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

m a c h i n e r y a n d m e t a l s , b i c y c l e s , p a p e r , g l a s s w a r e a n d p o t t e r y . 8 0 p e r c e n t , o f

C h i n a ' s i m p o r t r e q u i r e m e n t s o f t e x t i l e m a c h i n e r y w e r e s u p p l i e d b y J a p a n a n d ,

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

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

J a p a n .

I n t h e s p r i n g o f 1 9 4 7 , t h e v o l u m e o f i n d u s t r i a l p r o d u c t i o n w a s a b o u t

o n e - t h i r d o f t h e p e a c e t i m e o u t p u t . J a p a n h a s r e c e i v e d a c e r t a i n a m o u n t o f

U . S . c o t t o n f o r p r o c e s s i n g b u t n o t h i n g l i k e t h e a m o u n t o f p r e - w a r i m p o r t s

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

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

i s s u e d b y t h e C o t t o n a n d Y a r n M e r c h a n t s ' A s s o c i a t i o n , t h e o u t p u t o f t h e

c o t t o n i n d u s t r y i n t h e s p r i n g o f 1 9 4 7 w a s 4 0 0 m i l l i o n s q u a r e y a r d s , a s

c o m p a r e d w i t h a p r e - w a r a v e r a g e o f 4 , 0 0 0 m i l l i o n s q u a r e y a r d s .

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

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

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

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

c o u n t r i e s b y t h e s p r i n g o f 1 9 4 7 . T h e e x p o r t p o s i t i o n i s s t i l l a f f e c t e d b y

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

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

i n d u s t r i e s a r e o n t h e l i s t o f r e m o v a l s .

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

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

t r a d i t i o n a l e x p o r t s u r p l u s .

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

m a i n l y o w i n g t o a s h r i n k a g e i n i m p o r t s ; b u t s i n c e 1 9 4 5 i m p o r t s h a v e r i s e n
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April to March

Imports . . . . . .

Total Exports* .

Export Surplus*.

1938-39 1943-44 1944-45 1945-46 1946
Apr.-Sept.

in millions of rupees

1,519

1,692

+ 173

1,177
2,108

+ 931

2,036
2,271

+ 235

2,407
2,649

+ 242

1,200
1,418

+ 218

I n d i a : F o r e i g n T r a d e . . m o r e t h a n e x p o r t s ,

t h e p r i n c i p a l p o s t - w a r

s u p p l i e r b e i n g t h e

U n i t e d S t a t e s , i n s t e a d

o f G r e a t B r i t a i n a s

p r e v i o u s l y . I t s h o u l d

b e a d d e d , h o w e v e r ,

t h a t i n 1 9 4 6 - 4 7 i m p o r t s

* l n c l u d i n 9 " s p o r t s . f r o m t h e B r i t i s h I s l e s

w e r e r a p i d l y r e c o v e r i n g , w h i l e e x p o r t s t o G r e a t ' B r i t a i n c o n t i n u e d t o h o l d

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

b e t w e e n 5 0 a n d 6 0 p e r c e n t , o f I n d i a ' s f o r e i g n t r a d e . A s r e g a r d s t h e

r e m a i n i n g 4 0 t o 5 0 p e r c e n t . , a g r e a t s h i f t h a s o c c u r r e d o w i n g t o t h e

d i s a p p e a r a n c e o f J a p a n a n d G e r m a n y a n d t h e r a p i d i n c r e a s e i n i m p o r t s

f r o m t h e U n i t e d S t a t e s , I r a n , E g y p t a n d A u s t r a l i a . B u t t h e r e h a s a l s o b e e n

a g r e a t i n c r e a s e i n I n d i a ' s o w n p r o d u c t i o n , e s p e c i a l l y n o t i c e a b l e i n c o t t o n

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

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

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

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

v i o u s l y o b t a i n e d f r o m a b r o a d i s n o t i c e a b l e n o t o n l y i n I n d i a b u t i n a g r e a t

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

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

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

N o t w i t h s t a n d i n g t h e g r e a t v a r i e t y o f c o n d i t i o n s w h i c h h a v e c h a r a c t e r i s e d

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

g e n e r a l o b s e r v a t i o n s :

( 1 ) A s s h o w n b y t h e g r a p h o n p a g e 4 2 , t h e r e h a s b e e n a r e m a r k a b l e

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

o f 1 9 4 S , t h e i m p r e s s i o n g i v e n b y t h e t r a d e s t a t i s t i c s b e i n g c o n f i r m e d b y

t h e f a c t t h a t a l l n e w l y - b u i l t s h i p s a r e finding s u f f i c i e n t c a r g o t o k e e p t h e m

f u l l y e m p l o y e d .

( 2 ) A g r e a t e r p r o p o r t i o n t h a n u s u a l o f t h e i m p o r t s o f E u r o p e a n

c o u n t r i e s ( e s p e c i a l l y t h o s e o f G r e a t B r i t a i n , F r a n c e , I t a l y , G r e e c e a n d , . i n

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

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

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

o f E u r o p e , a s w e l l a s c e r t a i n m a r k e d c h a n g e s i n t h e d i r e c t i o n o f E u r o p e ' s

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

G e r m a n y f r o m t h e i n t e r n a t i o n a l e x c h a n g e o f g o o d s a n d s e r v i c e s .
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(4) For a number of countries the decline in trade with Germany-
has been compensated to a great extent by an i n c r e a s e in t r a d e w i t h
t h e U n i t e d S t a t e s .

(5) Intra-European trade has been largely conducted within a f r a m e w o r k
of p a y m e n t s a g r e e m e n t s which are bilateral in form but an appreciable
degree of multilateralism has persisted in the trade structure of those countries
which are free to arrange their foreign commercial relations.

(6) As trade recovers, the volume of imports and exports and the
conditions governing them will bear an increasingly close relation to the
expansion or contraction of purchasing power in each individual country,
as well as to the prices prevailing there. Countries' which have to c o m b a t
i n f l a t i o n a r y t e n d e n c i e s at home realise the help they can derive from
a substantial volume of imports. An interesting case is that of I r e l a n d ,
where import duties have been suspended for a large number of articles
(including such important items as boots, shoes, personal clothing, coffee,
wood, etc.). Irish protective duties were often high indeed, corresponding
to 30 and 40 per cent, or more of the import price, and the suspension may
therefore prove quite effective.

A report issued by, the Business Research Institute in Stockholm, dealing
with S w e d e n ' s situation in the autumn of 1946, emphasised that the
country's large import surplus in 1946 no doubt helped to keep down the
rise in prices. In a similar way, it is generally realised in other countries that
imports paid for by drafts on foreign credits have an anti-inflationary effect,
the supply of goods being increased without any consequent addition to
money incomes. But other influences may have their effect — in the first
place, of course, the budgetary and monetary policies pursued. If new money
continues to be pumped into the economy by way of a budget deficit, or if
the volume of money incomes is suddenly increased by a steep rise in money
wages, a much larger import surplus will be required to hold back the rise
in prices, the new money in the hands of the public acting as a magnet for
domestic as well as imported goods. If the exchange rates are kept stable
and the importers obtain the foreign currency to pay for the goods they have
ordered, the monetary reserves will be exposed to a heavy charge and foreign
loans and credits will soon be consumed, with the result that the authorities
may be forced to restrict imports in order to protect the reserves. There
is usually a cumulative effect, since under such conditions the granting of
foreign commercial credits will probably cease, as well as direct foreign
investments, while the domestic population is likely to hoard gold and
foreign exchange, if they can, or to leave funds with customers • abroad.

If, on the other hand, budget expenditure is being met without infla-
tionary issues and there is no addition to money wages beyond the rise
warranted by increased productivity, then the course taken by the balance of
payments will as a rule give relatively little occasion for anxiety. Proceeds of-
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foreign credits may well be required to fill a hole in the budget for a time,
but the aim should, of course, be to earmark the proceeds of foreign loans
and credits for useful capital investments and in that way get on with the
task of restoring and developing . a country's capital equipment at a rather
more rapid rate than would be possible on the basis of domestic savings only.

It is most necessary to react against a notion only too prevalent in
recent years that questions of internal and external financing can, and even
should, be treated • independently of each other, when the truth is, of course,
that t h e r e is a d e f i n i t e l ink b e t w e e n t h e m e t h o d s and v o l u m e of
i n t e r n a l f i n a n c i n g a n d t h e o u t c o m e of t h e b a l a n c e of p a y m e n t s .
When the amount of purchasing power is merely the result of sales of
current production on the home market or is obtained by the sale to the
central bank of foreign exchange obtained from exports, the assumption is
usually justified that the effective demand thus engendered will have as its
counterpart sufficient supplies coming from domestic production and current
imports — provided, of course, that the volume of investments, whether
based on credits or not, does not, in a period of full employment, exceed
the country's capacity as determined by genuine savings.

In B e l g i u m , where relatively favourable conditions have enabled steps
to be taken to put the budget in order and to keep the total volume of
credits granted within tolerable limits (partly through raising interest rates),
developments have shown that, given such a policy, many problems in the
balance of payments tend to solve themselves; Belgium has, in fact, escaped
serious tension in its exchange position and has been able progressively to
grant more freedom of action.

If a country is successful in establishing its credit position, which
should be the natural result of a financial reconstruction, the reconstitution
of monetary reserves is likely to be aided by a variety of movements, in-
cluding a renewal of foreign commercial credits and a resumption of direct
foreign investments, as well as a return from hoards of gold and foreign
exchange retained by the country's own nationals. If, with the restoration
of confidence, these movements set in, the country in question will obtain
foreign means of payment through a multitude of relatively small rivulets,
which is much sounder than being dependent on one or two major credit
streams in the form of large international loans.

To prevent misunderstandings, however, it must be admitted that
sometimes the situation in itself is very difficult. The existence of a huge
short-term government debt, which enables the market to draw upon liquid
funds without having to ask for credits, may constitute a serious complication.
But, even then, a continuance of budgetary inflation will only make matters
worse. As in the process of restocking after the depletions due to the war, and
in the general reconstruction, an attempt must be made to adapt the rate to
the resources available. In some cases, no doubt, a quantitative restriction of
imports and a controlled allocation of foreign exchange cannot be dispensed
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with at an early date. But the adoption of import restrictions does not make
it less necessary to see that the increase in the total money income is kept
within proper bounds. In particular, it should be remembered that a cutting-
down of imports in itself weakens the anti-inflationary forces : such purchasing
power as can no longer be satisfied by purchases of imported goods may
well turn to domestic goods, and the increased demand for these goods may
be followed by a reduction in exports.

If the efforts at present centred in the work of the I n t e r n a t i o n a l
T r a d e O r g a n i s a t i o n are to be successful, i.e. if the world is to adopt a
system of freer trade, it is important that the connection between the
conditions of internal financing and the establishment of an external balance
should be fully realised. The interdependence goes deeper than a mere
need to arrange foreign loans and credits for the purpose of meeting
temporary or more fundamental deficits in the balance of payments.

Insistence upon these aspects does not imply neglect of others. It is,
of course, an essential condition for a smooth working of the monetary
system that t r a d e b a r r i e r s s h o u l d b e l o w e r e d . The governments hesitate
to agree to reductions in tariffs, etc., without obtaining certain "escape clauses".
It may be that, so long as present ideas of sovereignty persist, very little
progress can be made without accepting a certain number of such clauses.
If advantage is ever taken of the "escape" that the clauses in question would
permit, it is likely to be in times of depression, since it was in the depres-
sions of 1920-21 and 1930-33 that the United States increased its tariffs and
several other countries, in one way or another, followed the example thus set.
When business is good, the demand for higher tariffs is slight and can,
as a rule, easily be withstood. One of the main safeguards would therefore
seem to be that any possibility of precipitate action should be excluded: this
would mean that, particularly in a depression, the countries would have to
consult one another; they would then realise that, as was the case in the
'thirties, measures which hit world trade were really to the advantage of none
and certainly delayed the day of recovery.

But tariffs are not the only hindrance to trade: there are all the q u a n t i -
t a t i v e r e s t r i c t i o n s , which often constitute a more formidable obstacle to
freedom than a protective duty. The question of administering quantitative
restrictions raises the thorny problem of non-discrimination in a form which
does not lend itself to an easy solution; and, in many instances, the situation
is made more difficult by the fact that an individual country may not have
sufficient supplies of every foreign currency and may therefore be unable to
allocate foreign exchange equally in all directions. If all the main currencies
were truly interchangeable (as was the case before 1914 and, in a large
measure, in the period 1926-30), the problems arising would be less intract-
able, this being another example of the connection between monetary and
commercial developments. It is apparently becoming more and more an
accepted fact that no hard and fast solutions can as yet be found for these
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problems. As in the field of preferential treatment, the more immediate
objective must be to secure.a certain give and take, including the maximum
of fairness in the practical application of the various restrictive methods (in
so far as these remain necessary), with the possibility of periodical revisions
in view of altered circumstances. The goal being to arrive at multilateral
trade and accordingly to eliminate quantitative restrictions at the earliest
possible moment. The first result might be a series of compromises, for
which prolonged negotiations would be the necessary preliminary. The most
hopeful aspect of the great work carried on in the I .T.O. conferences in
Geneva would seem to be that commercial, questions are now receiving much
more profound attention than was given to them after the first world war,
when countries retained unrestricted powers to limit the freedom of com-
mercial intercourse.
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V. Foreign Exchange Rates,

In the field of foreign exchange the keynote of the policy pursued since
hostilities ceased has been the maintenance of a high degree of stability in the
official quotations — a policy contrasting sharply with that pursued after the
first world war. In order that the official situation may be seen at a glance,
the following table has been prepared, showing the alterations which have
occurred in the official exchange values between August 1939 and March
1947 and also between December 1945 and March 1947.

Official Alterations in Exchange Rates 1939-47.

Countries
National
currency

units

U.S. Dollar rates

24th August
1939

End of
December March

1945 1947

Percentage change

24th August
1939

to

December
1945

to

March 1947

Austria
Belgium
Bulgaria
Czechoslovakia .
Denmark . . . .
Finland
France
Germany . . . .
G reece
Holland
Hungary
Italy
Norway
Poland
Portugal
Roumania . . . .
Spain
Sweden
Switzerland . . .
Turkey
United Kingdom
Yugoslavia . . . .
Canada
Argentina (8) . . .
Brazil (8)
Iran . . . . . . .

Schillings
B.fcs . .
Leva . .
Kcs . . .
D.Kr. . .
FM .
Fr.fcs
RM .
Dr .
FI. . .
P./Frt..
Lit. . .
N.Kr. . .
21. . . .
Esc. . .
Lei . . .
Pes. . .
S.Kr. . .
Sw.fcs .
£T . . .
£stg . .
Dinars .
Can.$ . .
Pesos. .
Cruz. . .
Rials

5.34 0)
29.58
83.90
29.235

4.795
48.60
37.755
2.493

117.60
1.86
5.20

19.00
4.27
5.325

23.36
143.59

9.05
4.15
4.435
1.267

4/3/4d
44.05

100.47
4.325

19.93
17.41

10.00
43.83

286.50
50.00
4.81

136.00
119.10
10.00

500.00
2.65

104,000.00
100.00

4.96
101.00(6)
24.815

3,635.00(4) 225,
10.95
4.20
4.30

1.305(5)
4/11 / , d

50.00(6)
110.25

4.0675
19.50
32.50

10.00
43.83

286.50
50.00
4.81

136.00
119.10
10.00

5,000.00
2.65

Ì1.74(2)
225.00(3)

4.96'/2
101.00
24.89

5,195.00«
10.95
3.60«
4.30
2.81

4/11 '/, d
50.00

100.25(7)
4.10

, 18.72
32.50

47
33
77
42
0.3
64
68
75
98
30
56
92
14
95

6
99.99
17
15
3
55
14
12

0.2

5
6

o
o
o
o
o
0
0
0

— 90
0

— 56
— 0.1

— 0.3
~- 98

. O

+ 17
O

— 54
0
0

+ 10

4- 4
0

0) January 1938.
(2) The Forint was introduced on 1st Augus t 1946 and changed against 400,000 quadri l l ion pengö.
(3) Official rate plus addit ional quota of 125 per cent. 0) Including the supplementary premiums.
(5) Official rates, excluding premiums. (6) Official rate, fixed at the t ime of the uni f icat ion of the currency.
(') Revaluation in July, 1946. (6) Free market .

B e t w e e n D e c e m b e r 1 9 4 5 a n d M a r c h 1 9 4 7 , i . e . i n t h e p e r i o d c o v e r i n g

t h e y e a r 1 9 4 6 a n d t h e first q u a r t e r o f 1 9 4 7 , t h e f o l l o w i n g c o u n t r i e s m a d e

o f f i c i a l a l t e r a t i o n s i n t h e e x c h a n g e v a l u e s o f t h e i r c u r r e n c i e s :

1 . I n J u l y 1 9 4 6 C a n a d a a n d S w e d e n b o t h r e s o r t e d t o r e v a l u a t i o n ,

C a n a d a b y 1 0 a n d S w e d e n b y 1 6 . 6 p e r c e n t . T h e c o n d i t i o n s u n d e r w h i c h

t h e s e c h a n g e s w e r e m a d e h a v e b e e n d e s c r i b e d i n t h e B a n k ' s s i x t e e n t h A n n u a l



Report (pages 45-46). In retrospect it must be admitted that it is not easy to
tell what the exact consequences of these revaluations have been, many other
factors having profoundly influenced the situation prevailing since the summer
of 1946. As far as prices are concerned, the graph shows that the price
rise in the autumn of 1946 and the first quarter of 1947 kept within
narrower limits both in Canada and in Sweden than, for instance, in the
United States. But in each of the two countries there was a drain on the
gold and foreign exchange holdings, and in the early months of 1947 special
measures had to be taken to restrict imports, particularly of luxury goods,
with a view to protecting the monetary reserves. In order to be successful
in holding down prices, a policy of revaluation must, normally, lead to
higher imports, and it is therefore not astonishing that in both Canada and

Sweden imports increased
considerably. But it is also
a matter of importance that
such an incisive change as
a revaluation seems to set
in motion a number of for-
ces, many of them psycho-
logical in character, which
expose the country concern-
ed to an exodus of funds
— an eventuality which has
to be taken into account
both in the framing of
domestic policy and in com-
mercial arrangements with
other countries.

Wholesale Price Indexes.
January-June 1939 = 100.
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2 . I n G r e e c e , t h e w i l d w a r t i m e a n d p o s t - w a r i n f l a t i o n w a s first i n t e r -

r u p t e d b y a s t a b i l i s a t i o n i n N o v e m b e r 1 9 4 4 ; b u t t h e r a t e o f D r . 1 5 0 = • $ 1

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

t h e l a s t i n s t a n c e i n J a n u a r y 1 9 4 6 , s i n c e w h e n t h e o f f i c i a l r a t e h a s b e e n

D r . 5 , 0 0 0 = $ 1 . I t s h o u l d b e a d d e d t h a t g o l d s o v e r e i g n s a r e b e i n g q u o t e d

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

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

t h e o f f i c i a l d o l l a r r a t e : i n F e b r u a r y 1 9 4 7 , a . m a x i m u m p r i c e o f D r . 1 4 0 , 0 0 0

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

7 0 p e r c e n t , a s c o m p a r e d w i t h t h e e x c h a n g e v a l u e o f t h e d r a c h m a . A f t e r

P r e s i d e n t T r u m a n ' s i n t i m a t i o n t h a t U n i t e d S t a t e s a i d w o u l d b e f o r t h c o m i n g

f o r G r e e c e , t h e m a r k e t p r i c e f o r t h e s o v e r e i g n d r o p p e d t o a b o u t D r . 1 2 0 , 0 0 0 .

3 . I n R o u m a n i a , i n f l a t i o n h a s g o n e s o f a r t h a t i t h a s b e c o m e s o m e w h a t

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

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

( t h e n L e i 1 4 4 e q u a l l e d $ 1 , w h i l e o n 1 5 t h M a r c h 1 9 4 7 a r a t e o f L e i 1 5 0 , 1 9 5



was established as far as government payments were concerned, with a rate
of Lei 225,195 for payments on private account). It is significant that coins
of Lei 1 million have been issued. The real measure of value would seem to
be the "gold medals" sold by the National Bank, these medals having originally
been minted in connection with a national loan issued in 1945. In April 1947,
the price for 1 kilogramme of fine gold was established at Lei 664 million.

4. The currency of B u l g a r i a was devalued at the end of December
1945, the rate being changed from Leva 120 to Leva 286.50 == $1, i.e. a
devaluation of 58 per cent. By this measure the external value of the
currency was brought more truly into harmony with the relative price levels.

5. A similar motive prompted T u r k e y to devalue its currency on
9th September 1946, the exchange rate being altered from £T 1.305 to
£T 2.814 = $1, i.e. a devaluation of 54 per cent. The particular purpose of
this measure was to equalise the costs of production for the country's
agricultural products. Since the devaluation coincided with a period of rising
prices on the world markets, especially in the United States, it acted as
tremendous stimulus to the country's export trade.

6. The introduction of a new currency in H u n g a r y , on ist August 1946,
has already been mentioned. The exchange value of the new unit was fixed
at Forints 11.74 = S1- If the prices fixed by decree at the time of the
stabilisation are compared with • prices abroad, the forint would seem to have
been somewhat overvalued at the outset. Whether later price developments
in Hungary and elsewhere have brought about a better equilibrium is not an
easy question to answer on the basis of the material available.

7. I t a l y has applied a system of multiple exchange rates since 1945.
There is still an official rate of Lit. 100 = $1 formally in force but, since
the end of January 1946, this rate has been increased by a premium of
125 per cent., so that the real official dollar rate is Lit. 225, with a sterling
rate of Lit. 907.3, a Swiss franc rate of Lit. 52.45 and corresponding rates
for other countries.

In relation to those countries with which payment agreements have been
concluded, e.g. France, Belgium and Sweden, the official rates are, in
principle, the effective rates for all transactions falling under the agreements.
But in relation to other countries, and for transactions outside the strict
rules of the payment agreements, other rates are employed according to a
flexible system inaugurated in March 1946. The purpose of the innovations
then made was to bring in rates more in conformity with relative price levels
and in that way to encourage exports without formally altering the official
value of the lira. In the first place, important exemptions were granted from



the obligation incumbent upon exporters (as part of the exchange control) to
hand over foreign exchange , to the authorities. Thus exporters to countries
with which payment agreements had not been concluded had only to give
up 50 per cent, of their foreign exchange at the official rates and were able
to dispose of the other 50 per cent., without restriction, on a free market,
in which importers were allowed, under certain circumstances, to obtain the
exchange they needed, instead of being dependent upon allocations by the
Control.

With commodity prices in Italy rising steadily, it became more and
more difficult to export to countries in relation to which the official rates
were still in force. In order to cope with this difficulty, subsidiary arrange-
ments were concluded introducing a more elastic system, under which it, was
possible to effect so-called "reciprocity affairs" on a compensation basis, the
rate of exchange being sanctioned, for each particular contract, by the
proper authorities. Moreover, it was permissible to arrange payment in free
currencies (dollars, sterling or Swiss francs) even for settlements with countries
with which payment agreements had been concluded. As a result, a system
grew up under which the following rates were quoted:

(i) The off ic ia l r a t e s mentioned above: Lit. 225 = $1, Lit. 907.3 =
£ 1 and Lit. 52.45 = Sw.fc" 1, with corresponding rates for other countries,
these various rates being applicable to transfers under clearing agreements
as well as being generally used for all imports by the government itself.

(ii) C o m p e n s a t i o n r a t e s fixed for each transaction and often varying
from one commodity to another. In the spring of 1947, the compensation
rates in relation to Switzerland varied between Lit. 90 and 130 = Sw.fc 1.

(iii) E x p o r t r a t e s for transactions with countries with which no
payment agreements had been concluded, these rates being calculated as an
average between the official rates and the rates at which 50 per cent, of
exporters' exchange could be sold freely in the market. At the end of May 1947
the export rate for the dollar was around Lit. 581.

(iv) I m p o r t r a t e s applicable for specified import business in relation
to countries with free currencies, the importers buying in the free market fed
by the 50 per cent, of foreign exchange sold by exporters. The rates in
question have been subject to considerable variations: they reached a level
of about Lit. 938 = $1, Lit. 3,788 = £1 and Lit. 242 = Sw.fc 1 at the
end of May 1947.

(v) T h e b l a c k - m a r k e t r a t e s for transactions which, strictly speaking,
are against the law. The rates are, however, quoted in the daily newspapers,
and it is estimated that probably 90 per cent, of the lire spent by tourists
are obtained by conversions at these rates. At the end of May 1947,
the black-market rates were about Lit. 790 = $1, Lit. 2,265 = £1 and
Lit. 205 = Sw.fc 1.



__ 7 3 _..

Some additional innovations were introduced in the early months of 1947.
In January, an agreement was concluded between the Italian Government and
the U. S. Treasury according to which American army costs in Italy and the
expenses of the American diplomatic and consular services were to be met by
conversions at rates calculated, at the beginning of each month, as the average
between the officiai rates and the average "export rates" during the preceding
month. Rates calculated in a similar way are applied to tourist expenditure
in general, and they were adopted in an agreement of April 1947 between
Italy and Poland as regards- payment in dollars for coal. At the beginning of
April the Italian-Polish rate was fixed at Lit. 549 = $1. A similar agreement
was concluded with the Belgo-Luxembourg Union for settlements through the
clearing.

Italy is thus working with a rather elastic exchange system. A
consequence has been that the free quotations of the U. S. dollar, sterling and
the Swiss franc on the Italian market have not corresponded to the respective
"legal" parities between their currencies,* the rates revealing, however, a close
correspondence to the quotations in Switzerland for dollar notes. In Italy the
rates are largely determined by supply and demand in the market. One
condition essential to the smooth working of such a system is that for
each foreign currency o n e rate should gradually become preponderant, and
this should bear a realistic relation to the controlled rates quoted for the
different currencies. A disadvantage of the system up to the present has
been that a multiplicity of rates not organically connected with one another
has tended to distort the internal price structure (so that a single commodity
may have been priced differently according to whether it was to be exported
to one country or to • another). Such distortions might be overcome by the
elimination of rates out of line with the general rate structure.

8. In S w i t z e r l a n d , too, there has been a multiplicity of rates but
of a peculiar character, related tö the fact that in the post-war period the
Swiss franc has been the scarcest currency in the world. The crucial
relation has been that between the Swiss franc and the ,U. S. dollar. For the
settlement of commercial transactions generally and for a number of other
transfers (payment of freight, insurance charges, diplomatic and consular
expenses, etc.), Swiss francs have been obtainable against dollars at the
official rate, which has remained the same since the devaluation in 1936,
i. e. at about Sw.fcs 4.27 = $1, involving a devaluation of the Swiss franc
by about 30 per cent, as compared with its pre-1936 gold parity. For other
purposes, francs have, as a rule, to be obtained by sales of "financial dollars"
in the free market, where quotations have fluctuated, the dollar being at a
discount of 30 per cent, in the autumn of 1946, but at only about 10 per

* In the Anglo-Italian Sterling Payment Agreement. signed on 17th April 1947 it is, however, pro-
vided that the Italian Government as well as the Italian Foreign Exchange Office shall take the
necessary measures to secure quotations for sterling and U. S. dollars which shall be related to
one another at the Bank of England's middle rate for the U. S. dollar, i.e. at the official rate of
£1 = $4.03.
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c e n t , b y t h e e n d of M a y 1 9 4 7 . * I n a s i m i l a r w a y , d o l l a r n o t e s h a v e b e e n

q u o t e d i n S w i t z e r l a n d a t a d i s c o u n t , t h e v a r i a t i o n s b e i n g , o n t h e w h o l e ,

p a r a l l e l t o t h e q u o t a t i o n s fo r t h e financial d o l l a r .

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

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

c o n s i d e r a t i o n s :

F i r s t l y , fo r a v a r i e t y o f r e a s o n s t h e S w i s s f r a n c h a s b e e n a n d

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

f r a n c s ; h o l d e r s o f d o l l a r a s s e t s m a y w a n t t h e m c o n v e r t e d i n t o S w i s s

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

t o t h e m ; e x p o r t s i n e x c e s s o f c e r t a i n q u o t a s ( t h e w a t c h q u o t a , for

i n s t a n c e ) m a y h a v e h a d t o b e s e t t l e d a t o t h e r t h a n t h e official r a t e s .

S e c o n d l y , t h e S w i s s N a t i o n a l B a n k d o e s n o t f u r n i s h S w i s s f r a n c s

u n c o n d i t i o n a l l y i n e x c h a n g e fo r g o l d . I t is w i l l i n g t o t a k e g o l d o n l y i n

l i m i t e d a m o u n t s a n d as a r e s u l t o f s p e c i a l a g r e e m e n t s . I f S w i s s f r a n c s

c o u l d b e f r ee ly o b t a i n e d a g a i n s t g o l d a t t h e off ic ia l p r i c e , t h o s e i n

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

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

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

T h e S w i s s a u t h o r i t i e s h a v e fe l t t h a t r e a d i n e s s t o e x c h a n g e a n u n l i m i t e d

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

a c t i v e p u r c h a s i n g p o w e r o n t h e i r h o m e m a r k e t . T h e p r i c e s of S w i s s e x p o r t

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

t h a t a f u r t h e r e x p a n s i o n o f t h e e x p o r t t r a d e w o u l d d i s t o r t t h e S w i s s e c o -

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

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

h a n d s o f w o u l d - b e f o r e i g n p u r c h a s e r s .

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

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

p a r t i c u l a r c o n d i t i o n s t o t h e a c c e p t a n c e o f g o l d : fo r i n s t a n c e , i n s i s t e n c e u p o n

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

coa l . S w i t z e r l a n d , w i t h a p o p u l a t i o n o f o n l y 4 % m i l l i o n a n d h a r d l y a n y

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

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

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

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

o f S w i s s f r a n c s h a v e c o m e i n t o t h e h a n d s of n o n - S w i s s i n d i v i d u a l s a n d

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

t h e d o l l a r (as o n o t h e r c u r r e n c i e s ) fell i n t h e first five m o n t h s o f 1 9 4 7 .

The text mentions only the most general principles. In practice, there are a number of complica-
tions; thus for certain products (in particular watches) dollars at the official rate are taken in
payment only for a specified export quota, above which exports have to bè paid for in other
ways. In 1946, the National Bank agreed to give Swiss francs at the official rate for dollars earned
as interest and dividends in the United States, and such conversions were agreed to in 1947 also.
Thus the system is in no way static.



— 75 —

Since the cessation of hostilities in the summer of 1945, Switzerland
has concluded numerous p a y m e n t a g r e e m e n t s with other countries,
19 such agreements being in force by the end of May 1947. In these
agreements definite credits have sometimes been granted, but usually pro-
vision has been made for mutual credit facilities. For Europe as a
whole about 200 agreements have been concluded, establishing a network of
mutual credit facilities (cf. page 125). The agreements are all bilateral in
form, usually fixing the exchange rates and providing credit facilities which
are intended to give some elbow-room in the resumption of commercial rela-
tions. Lists of the commodities to be exchanged, sometimes with specification
of the quantities involved, are often attached to the principal trade or financial
agreements, but are not always published. The question has arisen to what
extent the agreements thus concluded should be considered restrictive in
character. Under present circumstances, that would seem to be rarely the
case. It may, of course, happen that, upon undertaking to buy certain
quantities of goods on a particular market, a country has to limit its
purchases in other markets ; but, in the present sellers' market, such a
limitation will not generally be felt as a handicap for those who lose a
would-be customer. Conversely, it may happen that, if a country promises
to deliver machinery and other goods in large quantities to a certain trade
partner, it will be less capable of making such deliveries elsewhere; but a
similar limitation arises whenever extensive orders are placed on any one
market, as is at present frequently the case. On the other hand, it must
not be forgotten that the credit facilities provided for in the agreements
have been undoubtedly conducive to a volume of trade which would hardly
have come into existence otherwise. It is interesting to note that, in many
cases, once trade has been set going, the credit facilities have not had to
be utilised to the extent contemplated (and sometimes not at all) ; but,
even so, it is probably true to say that, without the facilities in question,
so large a volume of trade would not have been attained, or at any rate
not so quickly.

One difficulty arising in connection with these various agreements is
that the system becomes so complicated that, apart from a few experts,
nobody can grasp it as a whole and this makes it hard or even impossible
for usually well-informed persons to form a proper idea of what is really
happening. Fortunately, the British practice has been to conclude agreements
according to a standard pattern, which makes it easier to get a proper view
of their working. . . :

There can, indeed, be little doubt that the agreements have been use-
ful as emergency measures ; but their continued working must naturally be
watched with great care and, as a first step in that direction, greater publi-
city should be given to the conclusion of such agreements and the details
thereof, the volume of goods and services handled, the amount of credit
or debit balances, etc. If that is done, greater confidence may be created
and unjust criticisms may never even arise.
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A new type of agreement, . different in nature from those just dealt
with, is emerging in the form of t h e a r r a n g e m e n t s w h i c h G r e a t
B r i t a i n is c o n c l u d i n g w i t h v a r i o u s c o u n t r i e s in o r d e r to i m p l e -
m e n t t h e o b l i g a t i o n a s s u m e d in t h e A n g l o - A m e r i c a n F i n a n c i a l
A g r e e m e n t of D e c e m b e r 1945 . By that Agreement, Great Britain
undertook, in effect, to limit to a period of one year from the date
of ratification of the loan its right to the transitional period available
under the Articles of Agreement for the establishment of the International
Monetary Fund. For an understanding of the character of the system
which is being elaborated, it is useful to recall the relative provisions
of the International Monetary Fund Agreement and of the Anglo-American
Financial Agreement referred to above.

The A r t i c l e s of A g r e e m e n t for t h e I n t e r n a t i o n a l M o n e t a r y
F u n d impose the following specific obligations on the member countries:

(i) In Article IV, Section 4, each member undertakes "to collaborate
with the Fund to p r o m o t e e x c h a n g e s t a b i l i t y , to maintain orderly
exchange arrangements with other members, and to avoid competitive
exchange alterations". This is the basic commitment assumed by the
members of the Fund. As a, consequence, each member has bound
itself (Section 5) "not to propose a change in the par value of its cur-
rency except to correct a fundamental disequilibrium" and, except for
an initial change of 10 per cent, from the par value, never to effect
a change by unilateral action, i. e. without consultation -with or con-
currence of the Fund.

(ii) In Article VIII, Section 3, the members undertake " n o t to
e n g a g e in any d i s c r i m i n a t o r y c u r r e n c y a r r a n g e m e n t s or m u l -
t i p l e c u r r e n c y p r a c t i c e s " except as authorised under the Agreement
or specifically approved by the Fund. As regards any such arrange-
ments and practices still in existence when the Agreement entered
into force, the members concerned were' bound to consult with the
Fund as to their progressive removal.

(iii) In Article VIII, Section 2, the members undertake not . to im-
p o s e , without the approval of the Fund, " r e s t r i c t i o n s on the making
of payments and transfers for c u r r e n t international transactions", and
in Article VIII, Section 4, which deals with the c o n v e r t i b i l i t y of
f o r e i g n b a l a n c e s , each member undertakes "to buy balances of its
currency held by another member if the . latter, in requesting the
purchase, represents

(a) that the balances to be bought have been recently acquired as
a result of current transactions; or

(b) that their conversion is needed for making payments for current
transactions".

Since the obligation -to convert is limited to funds connected with
c u r r e n t international transactions, it follows that c o n t r o l may be
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i m p o s e d on c a p i t a l m o v e m e n t s , and this is specially authorised in
Article VI, which, on ' the one hand, prohibits members from making
"net use of the Fund's resources to meet a large or sustained outflow
of capital" and, on the other hand, permits members to "exercise such
controls äs are necessary to regulate international capital movements".
Consequently, the maintenance of permanent exchange control is not
excluded by the Articles of Agreement of the International Monetary
Fund, it being seemingly admitted that a scrutiny of current trans-
actions is an essential prerequisite of effective control of capital move-
ments.

(iv) Finally, it should be mentioned that the Articles of Agreement
provide for t w o m a i n e x e m p t i o n s f rom t h e s t r i c t p r o v i s i o n s
of c o n v e r t i b i l i t y on c u r r e n t a c o u n t :

(a) W h e n a c u r r e n c y has f o r m a l l y b e e n d e c l a r e d s c a r c e ,
any member is authorised, after consultation with the Fund,
temporarily to impose limitations on the freedom of exchange
operations in the scarce currency (Article VII, Section 3 (b)).

(b) Article XIV provides for a p o s t - w a r t r a n s i t i o n a l p e r i o d in
which members may maintain restrictions on payments and trans-
fers even for current international transactions. Five years after
the date on which the ' Fund began operations, however, a member
still retaining any restrictions inconsistent with the provisions
of the Fund is bound to consult the Fund as to their further
retention, this being the obligation which defines the transitional
period as a period of five years.

The F i n a n c i a l A g r e e m e n t b e t w e e n t he , G o v e r n m e n t s of t h e
U n i t e d S t a t e s a n d t h e U n i t e d K i n g d o m , ' signed in Washington on
6th December 1945, dealt not only with the British line of credit but also
with certain matters of British exchange policy, the British Government
undertaking:

(i) as from the date of ratification, to apply the British exchange control
in such a way as not to restrict payments and transfers in respect
of current transactions between the two countries whether in connec-
tion with current trading operations or with the use of other sterling

.balances arising out of current transactions;

(ii) within a year of the ratification of the Financial Agreement, to cease
applying restrictions on payments and transfers for current transactions
with all other countries;

(iii) also within a year of ratification, to complete arrangements with sterling-
area countries under which the sterling receipts on current transactions
of such countries will be freely available for current transactions in
any currency area without discrimination ;
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(iv) to make agreements with countries (whether in the sterling area or
not) which hold abnormal wartime accumulations of sterling balances,
providing for the immediate release of a part of these balances and
their convertibility for current payments, and for a gradual release
of the rest (apart from any scaling-down that may be agreed upon)
by instalments over a period beginning in 1951;

(v) finally, to administer quantitative import restrictions in such a manner
as not to discriminate against imports from the United States. (While
this is a commercial commitment, it has certain important exchange
control implications, since the British exchange control with regard to
current transactions has been mainly operated through the granting
or withholding of import licences.)

The Financial Agreement was ratified by the U. S. Government "on
15th July 1946 and the date on which current sterling receipts are to
be available for current payments anywhere is thus 15th July 1947. Well
in advance of that date steps have been taken to set up a workable system.
In the autumn of 1946, the British Government submitted to Parliament
an Exchange Contrai Bill, which contained provisions for the practical
handling of exchange transactions, including dealings in securities, etc. By
the end of May 1947 the bill, though considered in committee and partly
amended, had not yet been finally passed.

In the first annual report of the Bank of England, covering the
year up to 28th February 1947, certain information is given about B r i t i s h
e x t e r n a l f i n a n c e and, on the basis of this information, the following
observations " are made :

In relation to the United States, the transferability stipulated
in the Anglo-American Financial Agreement came into force on
15th July 1946, "American Accounts" being established from which
the sterling balance would be fully transferable into dollars. By
an agreement with the Argentine, signed 17th September 1946,
all sterling received by that country (including interest on
balances accumulated prior to the agreement) was made freely
available for payments in respect, of current transactions any-
where. By agreement with the Canadian authorities, sterling
currently accruing was made transferable, as from ist January
1947, between Canadian and American Account countries and the
Argentine. On 27th February 1947, transferability was extended
to cover the Belgian and Dutch monetary areas and Portugal;
payments to a number of other countries (including the Philippine
Islands and fourteen Latin American countries besides the Argentine)
were also permitted.

On 27th February 1947, the introduction of a system of
"Transferable Accounts" had, indeed, been announced in order
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to facilitate as wide an extension as possible of the field over
which sterling currently accruing to non-residents might be used
for making payments in respect of current transactions. Under
this system, transfers of sterling from one Transferable Account
to another, irrespective of the country of residence of the account-
holder, may be made freely, subject only to the obligation to
report to the Bank of England. Transfers between Transferable
Accounts and American Accounts may also be made freely, with
the same proviso. In order to ensure that these transfer facilities
are used only in respect of current transactions, the new designation
has been applied only to those accounts which the monetary
authority or exchange control in a particular country is prepared
to supervise.

The day before the new system was announced, i. e. on
26th February 1947, agreements had been signed with Belgium
and Holland, extending the availability of sterling at the dis-
posal of the National Bank of Belgium and the Nederlandsche
Bank for making payments, for current transactions, to residents
of countries outside the Belgian and the Dutch monetary areas
respectively. The Belgian and thè Dutch Governments undertook
to place no restrictions upon acceptance by residents of their
monetary areas of sterling received from non-residents in respect '
of current transactions; at the same time the National Bank of
Belgium and the Nederlandsche Bank received the right to request
that any sterling held by them should be purchased by the Bank
of England in accordance with the Articles of Agreement of the
International Monetary Fund.

With slight variations, similar provisions are to be found in the other
newly-concluded agreements. Thus on 17th April 1947, an A n g l o - I t a l i a n
S t e r l i n g P a y m e n t A g r e e m e n t was signed, providing that all trade and
financial payments between residents of Italy and residents of the sterling area
should be settled in sterling, and a No. 1 Account was opened at the Bank of
England in the name of the Italian Exchange Control (called the "Ufficio").
It was further agreed that any sterling balance of the Ufficio should be
held and invested only with the Bank of England. Furthermore, the British
Government undertook not to restrict the availability of sterling on the
No. 1 Account, in excess of an agreed minimum balance, for making pay-
ments for current transactions to residents of countries outside Italy and
the sterling area. By this provision, sterling became transferable for the
use of the Italian holders; but in this, as in other cases, amounts may be
transferred only for the making of payments in respect of c u r r e n t trans-
actions (i.e. not for the purpose of capital movements).

Through these various agreements, which take account of the particular
difficulties in relation to each individual country, a new system is taking
shape. It is obviously the net balance of each country and not the total
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debit side of Britain's current account that becomes transferable into other
currencies, and the strain on the British monetary resources should be
correspondingly alleviated. Both India and Egypt, for instance, would seem
to have, had a net debit trading balance with Great Britain in the winter
of 1946-47, and a number of countries on the continent of Europe also
had excess imports from Great Britain. Sterling may, however, also become
available as a result of service transactions which are not easily traceable,
and in this field a correct application of the distinction between current
and capital transactions is, of course, of paramount importance. ' The British
exchange control regulations will presumably be much concerned with the
strict observance of this distinction. •

Some interesting comments are made on the new system of trans-
ferability for, sterling in the report of the Foreign. Exchange Control Board
in C a n a d a for the year 1946. Sterling convertibility is described as a wel-
come step, but it is pointed out that it does not mean that the whole of
Canada's surplus with the United Kingdom is available to offset a deficiency
with other parts of the world. To the extent to which Canadian exports to
the United KingdömT have been financed by credit, they have not given rise
to any surplus of sterling convertible into dollars. But the report adds: "The
main significance of the arrangement to Canada is the prospect it offers that,
when economic recovery in the United Kingdom has proceeded to the point
where her balance of payments equilibrium has been restored, the whole
of Canada's surplus from trade with the United Kingdom will once again
be available to meet our characteristic deficit in trade with the United States
as was the case prior to the commencement of the war." In addition, it
is pointed out that the renewed convertibility of sterling has made it necessary
to exercise control over sterling transactions and over transfers of Canadian
dollars from Canada to the sterling area.

The control of foreign exchange transactions allowed under the Articles
of Agreement " of the International Monetary Fund is really intended to
prevent large-scale capital movements from upsetting the equilibrium of
the balance of payments and thus endangering the maintenance of exchange
stability. But, even assuming that it will prove possible thus to exclude
undesirable capital movements, there is still the need of establishing a p r o p e r
b a l a n c e on c u r r e n t a c c o u n t . In judging what would be the true rate
of exchange of a currency, use must be made of several indexes — not only
of the commodity price index but also of indexes showing changes in cost
of living, wage rates, note circulation and even the total of the national
income — not forgetting the attention which may have to be paid to struc-
tural changes. The calculation of purchasing-power parities on the basis of
wholesale prices is, however, the simplest method of approaching the problem
and, if the necessary reservations are borne in mind, such a calculation may
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form a useful starting-point. One example is given showing, as already
pointed out above (page 34), that, owing to the rise in the United States
price level, several currencies in Europe, which in the summer of 1946 were
still overvalued, have in the meantime seen the degree of disequilibrium at
least considerably reduced. The following graph gives the purchasing-power
parities of the Danish crown in relation to the U. S. dollar, the pound
sterling and the Swedish crown, with 1913, 1929 and 1938 each taken as
base year.
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Of the countries formerly occupied, Denmark is the only one for which
the dollar rate is at the pre-war level. In the summer of 1945, when the
decision was taken not to depart from that level, the Danish crown was
clearly overvalued in relation to the three currencies shown in the graph.
Since then, however, the lack of balance in relation to the Swedish crown
has completely disappeared — in one move, so to say, owing to the re-
valuation of the Swedish currency in the summer of 1946. As regards the
dollar, the difference has become so slight that the margin remaining can
no longer be said to have any real significance.. Judging from the graph,
disequilibrium still exists in relation to Great Britain but the disparity is
definitely less than in the summer of 1945 and, moreover, it would seem
questionable whether the wholesale price index for Great Britain fully
reflects the increase in the prices of British manufactured articles, so impor-
tant in trade with Denmark.

The quotations used in the construction of the above graph are the
official rates at which by far the greater part of the current business in
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the Argentine peso have fluctuated with and around the U. S. dollar rate;
the sterling rate has attracted the Norwegian crown (and the various
sterling-area rates also, which are not included in the graph); and the Italian
lira, the Spanish peseta and the Dutch florin have congregated around the
French franc. Below the French franc group have come a few other cur-
rencies, of which the Austrian Schilling is an example. This was typically
the position up to February 1947; but the movements which have taken ;

place since then have tended to separate the French franc from the other
currencies in that group and have brought the Belgian franc into the
dollar group, (especially since the removal of the ban on the repatriation
of Belgian bank-notes).

Although it is not possible to make any close estimate of the volume
of transactions, the opinion of dealers is that probably some three-quarters
of the turnover on the market has taken place in dollar, pound and French
franc notes, the Italian lira being of great importance at certain times. For
most of the currencies covered by the table it may be said that the quota-
tions are more important than would be the case if they merely applied
to a fairly narrow market in foreign bank-notes; but the fact is that the
rates determined in this comparatively free market are not far from the
rates at which a more appreciable volume of "compensations" is transacted
by means of "internal transfers". In some cases, technical considerations
(possibilities of selling and moving gold in coins or bars) obviously play an
important rôle in the quotation of an individual currency; but the graph brings
out some important uniform movements (such as the rise in value from the
summer of 1946) which are undoubtedly due to influences common to all
the currencies.

It should further be mentioned that, whatever the character of the
unofficial market quotations (and this applies not only to the free market in
Switzerland but also to black markets elsewhere), such quotations are apt to
be regarded by many as more real than other quotations, especially since the
public, inured to wartime propaganda, is no longer disposed to believe
official statements unhesitatingly, or it holds the opinion that, in some cases
at least, the official rates are dangerously out of touch with reality. In many
respects, the s i t ua t i on^ is d i f f e r e n t f r o m t h a t f o u n d a f t e r t h e f i r s t
w o r l d w a r , when exchange rates were, as a rule, allowed to fluctuate in
response to the supply and demand on the markets. Such fluctuations had their
disadvantages, especially when they were brought about ' by panic capital
movements, for they influenced the domestic price level, in some cases in an
inflationary, in others in a deflationary direction. But it cannot be denied
that the more flexible system then applied also had its advantages. It seldom
happened that the fluctuations led to rates which proved a serious obstacle
to the carrying-on of ordinary import and export business. The danger now
is that certain rates, being kept stable in a rigid manner, may perpetuate
a disequilibrium in the relative cost and price levels of the different coun-
tries, and that the disparities may become so marked that exports from a
country whose currency is artificially overvalued will shrink in volume,
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while goods are attracted from abroad and payments for huge import sur-
pluses lead to heavy drafts on the monetary reserves, however much these
are supplemented by foreign loans and credits.

While the domestic situation of a country remains in flux, as a result,
say, of continued budget deficits, it is often considered undesirable to pro-
ceed to an alteration of the foreign exchange rates since, in the circum-
stances, any such alteration would very likely not be a definitive one. For
the sake of restoring confidence, psychological considerations being as a rule
very important, the proper action is to establish, if possible, conditions
such that any necessary alteration in the exchange rate can be regarded
as final. The truth is that piecemeal attempts are likely to fail both for
real and for psychological reasons: as far as the foreign exchange position
is concerned, it has to be accepted (as mentioned elsewhere in this report)
that the problem of the balance of payments cannot be solved independently
of a restoration of balance in the budget and in other relations of importance
to the domestic economy.
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VI. Production and Movement of Gold.

After having reached, in 1940, a peak of 41 million fine ounces (equi-
valent to $1,435 million at $35 an ounce), the world output of gold fell
by one-third in the following five years, and amounted to about 27 million
fine ounces in 1945. These figures include certain estimates for U.S.S.R.
production, the data on this subject being still fragmentary; but the
changes are primarily due to variations in production in the rest of
the world. For 1946, published information from South Africa, Canada,
the United States and a number of other countries makes it possible to state
that in that year there were the first signs of a change in the
trend, gold production rising by probably half a million ounces to a
total of about 27% million ounces (equivalent to $960 million). For the
largest producing country, South Africa, there was as yet no upturn, but in
the United States production went up by as much as 75 per cent., though,
even so, it was still hardly more than a quarter of what it had been in 1940.

In other respects also the year 1946 revealed a change in tendency:
after a decline for four consecutive years, the monetary gold stock of
the United States increased by $623 million in 1946, that country alone
taking the equivalent of about two-thirds of the current output of gold.
Other countries which added tó their gold reserves were Switzerland, Cuba,
South Africa, Belgium, Colombia, Venezuela and Uruguay. Four countries
show substantial decreases in their gold reserves : France, the Argentine,
Mexico and Sweden (the decrease in the case of the Argentine being due
to foreign debt retirement). An interesting result is that for the world as a
whole the published gold reserves were no greater at the end of 1946 than
at the beginning and, even when account is taken of unpublished reserves,
the net change over the year would seem to have been an increase of no
more than $200 million. Only one conclusion can be drawn from these
facts: the newly-produced gold has almost all "disappeared", some of it
being accounted for by an increase in the industrial use of gold (in the
jewellery trade, etc.), but the largest part having found its way into private
hoards in Europe and Asia.

Output of Gold.

While the war lasted, gold production was deliberately curtailed in a
number of countries, manpower and other resources (e. g. machinery) being
needed for the war effort. In some areas, including the Philippine
Islands, New Guinea and, later on, Manchukuo, Korea and even
Japan, actual warfare would seem to have become a still more restrictive
factor. With the continuing need of manpower for reconstruction and
reconversion purposes, the labour problem has not yet been eliminated;
but another element, which had already made its appearance during the
war, has grown in importance, namely the rise in production costs as the
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W o r l d G o l d P r o d u c t i o n . outcome of the general
rise in prices, wages
and salaries, together
with the increased
burden of taxation.
The mounting pro-
duction costs tend
to eliminate the mar-
ginal mines, which
find themselves ope-
rating at a loss, and
to lead to a decrease
in the proportion of
fine gold extracted
from the ore produced
by those mines which
are being worked.
While for other com-
modities higher costs
are compensated by
higher selling prices,
gold has a "ceiling"
price which is in prac-
tice the price paid
by the U.S. Treasury

since ist February 1934, i.e. $35 per fine ounce. In terms of sterling, there
has been an increase, however. While in July 1939 an ounce of gold fetched
148 s. 6%d. in London, the price went up to 161 s. in August and was
fixed at 168 s. in September. In June 1945 the price of gold was again

O p e r a t i n g S t a t i s t i c s of t h e T r a n s v a a l G o l d - M i n i n g I n d u s t r y .

Gold-producing
countries

Union of South Africa
Canada
United S t a t e s « . . .
Australia
British West Africa .
Rhodesia

Colombia
Belgian Congo . . .
Nicaragua (2)

Chile . . . . . . . . .
Brazil
New Zealand . . . .
British India
Sweden
Other countries (3) . .

Estimated
World Production .

Va lue of Estimated
Wor ld Product ion

1929 1940 1944 1945 1946

W e i g h t , in thousands of fine ounces

10,412
1,928
2,208

426
208
562
652
137
173

12
121
26

107
120
364

35
1,709

19,200

14,038
5,311
6,003
1,644

939
833
883
632
555
155
281
343
264
186
289
209

' 8,435

41,000

12,277
2,923
1,022

658
566
593
509
554
356
225
175
204
178
142
187
125

• 7,306

28,000

12,214
2,697

929
648
565
568
499
507
343
200
180
179
195
142
170
75

6,889

27,000

11,918
2,828
1,625

84C*
584
545
500»
437
310
182
180*
241
151
140*
131
92

6,796

27,500

V a l u e , in millions of dollars (4)

672 1,435 980 945 963

I1) Including Philippine Islands production received in the United Stales.
P) For 1940, 1944, 1945 and 1946 gold exports, representing about 90 per cent.

of total production. (3) Estimated.
(4) At the present rate of $35 per ounce of fine gold. • Provisional.

Year

1936 '
1937
1938
1939
1940
1941
1942
1943
1944
1945
1946

Production

Ore
milled

Million
tons

48.2
50.7
53.8
58.3
64.5
67.3
67.0
60.0
58.5
58.9
56.9

Gold
output

oz.
millions

11.3
11.7
12.2
12.8
14.0
14.4
14.1
12.8
12.3
12.2
11.9

Working
revenue

Total £
millions

77.4
79.7
83.6
92.3

114.2
117.0
114.5
103.6
99.6

101.8
99.3

Per
s.

ton
d.

0)

32
31
31
31
35
34
34
34
34
34
34

1
6
1
8
5
9
2
7
1
7

11

Total £
millions

45.3
48.0
51.7
56.6
66.7
71.1
70.8
65.7
66.7
69.9
72.9

Per
£

ton
s.

0)

18
18
19
19
20
21
21
21
22
23
25

9
11
3
5
8
2
2

11
10
9
7

st

Per
s.

82
84
88
91
98

102
104
106
112
118
127

oz.
d.

)

3
9
4
8
6
6
4

11
11
10
3

Workinc rsrr
VV UJ l \ l 1J

Total £
millions

32.0
31.7
31.9
35.7
47.5
45.8
43.7
37.9
32.9
31.9
26.3

Per
s.

(

13
12
11
12
14
13
13
12
11
10
9

fit

ton
d.
)

4
7

10
3
9
7
0
8
3

10
3

Divide i"*r'(C

Total £
millions

17.2
17.0
17.2
19.9
21.1
19.4
17.4
15.3
13.6
13.0
12.2 (3)

Per
s.

7
6
6
6
6
5
5
5
4
4
4

ton
d.
)

2
9
5

10
6
9
3
1
8
5
4

(1) Per ton of ore milled. (2) Per ounce of gold won.
(3) Annual rate on the basis of dividends for the first half-year.



TRANSVAAL MINES.
Working Revenue of the Companies

showing separately:

Working Cost, Taxation and Dividends.
Yearly, in millions of £ sterling.
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reduction, particular relief being given with a view to encouraging new
capital outlay. The importance of gold production from a fiscal point of
view is shown by the fact that, of the ordinary revenue in the South African
budget, over one-quarter has regularly come from the gold-mining industry.

The gold output in South Africa was 2.36 million ounces in the first
quarter of 1947, about 480,000 ounces less than in the corresponding
quarter of the previous year. The considerable decline in production thus
revealed was largely the result of a strike among the European workers, this
being only one aspect of the manpower difficulties with which the industry
is contending. The number of European . workers is about 40,000, which is
said to be about 5,000 less than the industry at present requires. At the
end of March 1947 the number of native workers was 296,095, as compared
with 310,446 a year earlier and an all-time maximum of 375,923 in February
1942. The industry is reported to be desirous of employing another 25,000
native workers but, as a matter of fact, it is finding it hard to retain the
services of those already engaged.

In C a n a d a gold production recovered somewhat in 1946 and continued
to do so in the opening months of 1947, but it is still under 55 per cent,
of the high mark attained in 1940.

The rate of increase has been quicker in the . U n i t e d S t a t e s but,
the contraction of the war years having been greater, the output in 1946
was still only one-quarter of what it had been in 1940. The Bureau of
Mines reports that expansion of output, particularly as a result of the rehabili-
tation of idle connected-bucket dredges, was a major feature of the industry
during the year. On the other hand, strikes at base-metal mines and ' smelters
curtailed production in lines where it had been best sustained during the
war. Higher costs, resulting from the pressure of rising wages and prices,
also restrained many pre-war operators from reopening their properties.

In the table on page 86 the figures for "other countries" include
estimates of output in the U. S. S. R. and also in J a p a n and Korea ,

Gold Output in the U.S.S.R.,
Japan and Korea.*

Year

1927
1929
1934
1936
1938
1940
1943
1944
1945

U.S.S.R. Japan
and Korea

in thousands of ounces

1,060
1,100
4,000
6,500
5,800
4,000
4,000
4,000
4,000

490
470
890

1,280
1,710
2,500
1,300
1,300
1,300

• Estimates according to the U.S.Bureau of
Metal Statistics.

T h e figures f o r r e c e n t y e a r s a r e p r o b a b l y

l i t t l e m o r e t h a n g u e s s - w o r k , a s m a y : b e

g a t h e r e d f r o m t h e f a c t t h a t t h e y h a v e

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

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

U . S . S . R . s e e m t o v a r y b e t w e e n 3 a n d

5 m i l l i o n o u n c e s .

A s t o t h e f u t u r e o f g o l d p r o d u c -

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

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

o f t h e q u e s t i o n t h a t a r e d u c t i o n i n t a x a t i o n

m a y b e e m p l o y e d a s a s t i m u l u s t o p r o - „

d u c t i o n . M e n t i o n s h o u l d f u r t h e r b e m a d e

o f t h e d i s c o v e r i e s o f r i c h n e w g o l d - f i e l d s
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in the Orange Free State, the examination of which began in 1930, though
modern prospecting methods were applied only from 1937 onwards. The
mines in question are expected to reach the production stage by 1950, and
the results will, of course, depend not only on technical but also on economic
factors, such as taxation and costs of labour.

M o v e m e n t s of G o l d .

The following table shows the reported gold reserves of central banks
and governments at the end of the years 1938 and 1944 to 1946, and
also gives an aggregate estimate of the amount of gold held in unreported

reserves at the end
Gold R e s e r v e s of Cen t r a l Banks

and Governments.
of the years 1944,
1945 and 1946.

Reporting countries

United States 0 ) . .
Switzerland <?)...
C u b a
S o u t h A f r i c a . . . .
B e l g i u m (3) . . . .
C o l o m b i a
Venezuela
Uruguay
Italy .
Egypt
Spain
Belgian Congo. . .
Brazil . . . . . . .
Canada (s)
Czechoslovakia . .
Denmark
Iceland
El Salvador . . . .
Hungary
India
New Zealand . . .
United Kingdom (6)
Portugal
Norway
Iran . .
Peru
Turkey
Holland
Chile
Sweden
Mexico

Argentina ( » ) . . . .

France (9) . • . . .

Reserves: (10)
Reported . .
Unreported .

T o t a l . . .

1938

End of

1944 | 1945 1946

Loss (—)
orgain(+)

during
1946

in millions of U.S. dollars

14,512

701

220

728

24

52

69

193

55

525«!

6

32

192

83

53

1

7

37

274

23

2,690

69

94

26

20

29

998

30

321

29

431

2,430

25,700

20,619

1,159

111

814

732

92

130

157

24

52

105

16

329

6

61

44

1

13

24

274

23

1

60

54

128

32

221

500

79

463

222

1,111

1,777

30,700

6,200

36,900

20,065

1,342

191

914

716

127

202

195

24

52

110

16

354

7

61

38

1

13

24

274

23

1

60

55

131

28

241

270

82

482

294

1,351

1,090

30,200

7,600

37,800

20,529

1,430

226

939

735

145

215

200

28

53

111

16

354

7

61

38

1

13

24

274

23

1

263 (7)

54

127

24

237

265

65

381

181

1,185

796

30,200

7,800

38,000

+ 464

+ 88

35

25

19

18

13

5

4

+ 1

+ 1

0

O

0

0

0

0

o
0

0

0

o

"I

— 4

— 4

— 4

— 5

— 17

— 101

— 113

— 166

— 294

0

200

+ 200

* Not available.
0) Not including gold held in

the Exchange Stabilization
Fund: $80 million at the
end of December ]938,
$12 million at the end of
December 1944, $18 million
at the end of December
1945 and $113 million at the
end of September 1946.

(2) Including gold owned by the
Swiss Government,amount-
ing to $240 million at the
end of 1945 and to $288 mil-
lion at the end of 1946.

(3) Not including gold held by
the Treasury: $44 million at
the end of December 1938,
$17 million at the end of
December 1944, 1945 and
1946.

(4) End of Apri l 1938.
(5) In May 1940, gold belonging

to the Bank of' Canada
transferred to the Foreign
Exchange Control Board.
Since then, gold held by
the Ministry of Finance.

(6) Not including gold held by
the Exchange Equalisation
Account, viz. $759 million
at the end of September
1938. No figures have been
published for the end of
1944, 1945 and 1946. Gold
holdings of the Bank of
England reduced to nominal
amount by gold transfers
to British Exchange Equali-
sation Account during 1939.

(7) Figure not comparable. Ac-
cording to the new method
of presentation, gold re-
serves for 1946 include gold
bars and gold coins.

(•') Including gold of Central
Bank held abroad and
belonging to Argentine
Stabilisation Fund.

(9) Not including gold held in
the Exchange Stabilisation
Fund and in the Caisse
Centrale de la France
d'outre-mer, viz. $331 mil-
lion at the end of 1938,
$220 million at the end of
1944 and $468 million at
theend of 1945. No figures
given for the end of 1946.

0°) Partly estimated, and in-
cluding other countries.
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T o t a l r e p o r t e d r e s e r v e s r o s e f r o m $ 2 5 . 7 m i l l i a r d a t t h e e n d o f 1 9 3 8

t o $ 3 0 . 2 m i l l i a r d a t t h e e n d o f 1 9 4 6 , i .e . b y 1 8 p e r c e n t . I f a c c o u n t c o u l d

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

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

c u l a r , t h a t a t t h e e n d o f 1938 t h e r e s e r v e s o f t h e U n i t e d K i n g d o m , a m o u n t -

i n g a t t h a t t i m e t o a c o u n t e r v a l u e o f $ 2 , 6 9 0 m i l l i o n , w e r e i n c l u d e d a m o n g

t h e r e p o r t e d r e s e r v e s , w h i l e i t h a s n o t b e e n p o s s i b l e t o g i v e a figure fo r

t h e c o r r e s p o n d i n g r e s e r v e s a s a t t h e e n d of 1 9 4 6 . A t t e n t i o n m a y b e d r a w n

t o t h e f ac t t h a t t h e s u b s c r i p t i o n o f t h e U n i t e d K i n g d o m t o t h e I n t e r n a t i o n a l

' M o n e t a r y F u n d w a s a n n o u n c e d t o h a v e i n c l u d e d £ 5 2 m i l l i o n p a i d i n g o l d , f r o m

w h i c h i t m a y b e c a l c u l a t e d t h a t t h e B r i t i s h g o l d r e s e r v e s o n 1 2 t h S e p t e m b e r

1 9 4 6 w e r e a p p r o x i m a t e l y £ 5 1 2 m i l l i o n n e t , a f i g u r e t o b e c o m p a r e d w i t h a

g r o s s t o t a l o f £ 6 4 2 m i l l i o n i n g o l d a n d d o l l a r b a l a n c e s h e l d a t t h e e n d o f

D e c e m b e r 1 9 4 6 . T h e e q u i v a l e n t o f £ 5 1 2 m i l l i o n is a b o u t $ 2 , 0 6 0 m i l l i o n .

T h e m o s t c o n s p i c u o u s i n c r e a s e i n m o n e t a r y r e s e r v e s d u r i n g 1946 i s

t h e g a i n b y $ 6 2 3 m i l l i o n i n t h e m o n e t a r y g o l d s t o c k o f t h e U n i t e d S t a t e s

( $ 1 5 9 m i l l i o n i n t h e E x c h a n g e S t a b i l i z a t i o n F u n d n o t b e i n g i n c l u d e d i n t h e

f o l l o w i n g t a b l e ) .

Un i t ed

Year '

1937
1938
1939
1940
1941
1942
1943
1944
1945
1946

States

Increase (+)

decrease (—)

+ 1,503
+ 1,752
+ 3,132
+ 4,351
+ 742
— 10
— 789
-^ 1,319
— 554
+ 464

Monetary

Changes

Net
imports (+)

or
exports (—)

+ 1,586
+ 1,974
+ 3,574
+ 4,745
+ 982
+ 316
+ 69
— 845
— 106
+ 312

Gold Stock

in monetary gold

Earmarked
gold

in millions of

'— 200
— 334
— 534
— 645
— 408
— 458
— 804
— 460
— 357
+ 465

: A n a l y s i s

stock

U.S. gold
production

dollars

+ 144
+ 149
+ 162
+ 170
+ 169
+ 125
+ 48
+ .36
+ 32
+ 57

of Changes.

Other
factors

— 27
— 37
— • 70
+ 81
— 1
+ 7
— 102
— 50
— 123
— 370

at the end
of the
year

12,760
14,512
17,644
21,995
22,737
22,726
21,938
20,619
20,065
20,529

I n t h e y e a r s b e f o r e 1 9 4 1 t h e i n c r e a s e i n t h e U . S . g o l d s t o c k w a s

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

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

f o r c u r r e n t p a y m e n t s ( p u r c h a s e s o f r a w m a t e r i a l s , e t c . ) . A f t e r t h e U n i t e d

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

p a y m e n t s a b r o a d . I n t h e p e r i o d 1 9 4 1 - 4 5 t h e U . S . g o l d s t o c k w a s r e d u c e d

b y $ 2 , 6 7 2 m i l l i o n i n a l l , t h i s r e d u c t i o n c o r r e s p o n d i n g t o n e t e x p o r t s o f

$ 5 6 6 m i l l i o n d u r i n g t h e f o u r y e a r s i n q u e s t i o n a n d a n i n c r e a s e o f $ 2 , 0 7 9 m i l -

l i o n i n t h e g o l d e a r m a r k e d i n t h e U n i t e d S t a t e s ; t h e t w o l a t t e r figures a d d

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

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

B u t t h e figures f r o m t h e t r a d e s t a t i s t i c s a n d t h e e a r m a r k i n g d o n o t

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



According to the table above net imports of gold in 1946 amounted to
$312 million, with a decrease of $465 million in earmarked gold, and domestic
gold production was at the rate of $57 million, the three items together
giving an amount of $834 million, while in the same year the increase
in the U. S. monetary stock of gold was only $464 million. This figure
does not include, however, changes in the gold holdings of the Exchange
Stabilization Fund, which is administered by the U. S. Treasury. According
to the review published by the Department of Commerce on "International
Transactions of the United States in 1946", the net increase in the gold
stock (including the holdings of the Exchange Stabilization Fund) is given
as $623 million for 1946. The review also mentions that total net purchases
of gold from abroad (including foreign gold going into industrial uses)
amounted to $705 million. Deliveries of gold for industrial purposes
would seem to have risen, the high level of prosperity increasing the
demand for gold ornaments, etc.

Detailed U. S. statistics of imports and exports of gold to and
from other countries being now published once more, it is interesting to
note that in 1946, apart from minor movements, the United States
received $344 million in gold from Canada and $119 million from South
Africa but exported $134 million to Latin American countries (excluding
Mexico).

Next on the list as a recipient of gold in 1946 comes S w i t z e r l a n d ,
which added a net amount of $88 million to its monetary reserves, not-
withstanding the efforts made to stave off conversions of gold into Swiss
francs. In order to sterilise gold, so that its purchase should not increase
the monetary circulation, not only, have the Swiss monetary authorities sold
gold coins but the Federal Government had actually acquired as much as
Sw.fcs 1,239 million by the end of 1946 (Sw.fcs 210 million during the
year 1946), paying for the gold not with money derived from the National
Bank but with funds borrowed in the market.

C u b a benefited by the sale of sugar and was able to increase its
monetary reserves by $35 million. Apart from a slight increase in Italy,
B e l g i u m is the only ex-belligerent country in Europe whose reported
gold reserves were higher at the end of 1946 than they had been at
the end of the previous year.

Among the countries which report a reduction in their gold holdings
for 1946 are France, the Argentine, Mexico and Sweden. If account is taken
of unreported holdings, C a n a d a likewise had a decline in its gold reserves
during 1946. As mentioned in the report of the Foreign Exchange Board in
Ottawa, exports of non-monetary gold, i.e. of gold from current production,
amounted to Can.$96 million, while the official reserves of gold and U. S.
dollars were reduced by U.S.$263 million — an amount which covered part
of the deficit of Can.$603 million on the current account of the balance of
payments in relation to the United States. The remainder of the deficit was



met from other sources, including Can.$150 million in gold purchased from
the United Kingdom in connection with the Anglo-Canadian Financial
Agreement. For the whole year 1946 Canada had in its balance of payments
with all countries a surplus of Can.$458 million on current account (the
surplus being Can.$35i, excluding mutual aid and relief) but in relation to
the United States there was the above-mentioned deficit of Can.$603 million.

The U.S.S.R. has resumed the export of gold, the United States having,
according to its statistics, received $34 million during 1946; but it is not
known to what extent these and other exports of gold from the U.S.S.R.
have affected the total of the country's accumulated gold reserves.

In 1946, F r a n c e shows a reduction in the gold reserves by the
equivalent of about $300 million, which is, however, less than one-half of
the decrease (of about $700 million) shown for 1945. According to a state-
ment issued on 9th May 1947 by the International Bank for Reconstruction
and Development when granting its first loan to France, the official French
gold and "hard" currency holdings were reduced from the equivalent of
$2,614 million at the liberation to about $1,000 at the end of 1946. In 1946
a beginning was made with the requisitioning and liquidation of French-
owned foreign balances. In addititon, since its liberation, France has borrowed
abroad the equivalent of $2,600 million, mainly in the United States.

M e x i c o shows a reduction of $113 million. Added to the value of the
country's gold production (equal to about $17.5 million), this gives a total of
$130 million, which is compatible with the estimate that, over certain periods
during 1946, sales of Mexican gold averaged half a million a day.,

S w e d e n ' s gold reserves rose from $160 million at the end of 1940 to
$482 million at the end of 1945, moving around the latter figure until the
autumn of 1946. At the end of October the reserves still stood at $469 mil-
lion. But a period of great losses then set in: by the end of 1946 the gold
reserves were down to $381 million and in the middle of May 1947 to
$199 million. These losses were to some extent a consequence of the
revaluation of the Swedish crown by 16.6 per cent, in July 1946.

As may be seen from the table on page 89, the increases and de-
creases in the r e p o r t e d gold holdings cancelled themselves out in 1946,
but for the u n r e p o r t e d holdings there has probably been an increase
equivalent to $200 million. This compares with a gold output of about
$960 million, from which the conclusion can be drawn that some $750 mil-
lion in gold "disappeared" into other hands than those of monetary authori-
ties. One reason for this disappearance has no doubt been an increased
industrial use of gold, but a considerable amount of the metal has gone
into hoards, the distinction between the two destinations being no longer
as sharp as previously, since ornaments may, like gold coins, appeal to
purchasers as a form of wealth which can easily be concealed and, if need
be, transported from place to place. '
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• H o a r d i n g of G o l d .

From about 1924 to 1941 the accumulated increase in the world's total
gold stock resulting from the annual output of gold corresponded roughly
to increases in the reported monetary reserves, the industrial use of gold
being probably met, by and large, out of scrap gold and such additions as,
from time to time, were obtained from hoards in the East, especially India,
China and Egypt (this having been the case, in particular, in the years
I932-34)-

A remarkable decline which began in 1942 in the reported gold stock
was partly due to the hoarding of gold but partly to a shift into unreported
reserves, especially those of the British Equalisation Account, whose gold
holdings were largely reconstituted in the years 1942-45, after having been
completely exhausted in the spring of 1941.

The ways in which gold went into private hoards may briefly be
described as follows:

(i) During the war, several governments, including the United States
Government, sold gold in I n d i a , C h i n a and elsewhere for the primary
purpose of obtaining local currencies at a relatively favourable price
and the secondary purpose of checking inflationary tendencies by the
absorption of the most volatile money in circulation.

(ii) After the war, a similar method of financing was employed in China
and, it would seem, also in G r e e c e , which received part of its foreign
credits in the form of gold coins, subsequently sold on the market.

(iii) The Bank of M e x i c o has sold gold from time to time, requiring
payment in U . S . dollars. From 14th June 1946 the price was $40.61
per ounce, this being 16 per cent, higher than the official U. S. price
of $35 per ounce. On 28th January 1947 the sale of gold was suspended,
the reported reason • being the heavy fall in Mexican reserves; but
sales were resumed at the end of March, when the price was in-
creased to $42.9 per ounce. This was, however, a higher quotation
than the market could bear and a reduction was made to the former
level in the first part of April, and to $39.76 per ounce in May 1947.

Arbitrage in Mexican gold would seem to have taken place
on a considerable scale, some of the coins finding their way into
Mediterranean countries and even farther east. The result of these
and other gold shipments to eastern countries was that the free price
of gold usually fell — for instance, by over 20 per cent, in Egypt
between August 1945 and the spring of 1947. In Bombay, however,
where steps had been taken to check the sales of gold, the price
for the metal rose by about 60 per cent, in the same interval.

(iv) The monetary authorities in S w i t z e r l a n d have sold gold at a rate
which in 1946 averaged about Sw.fcs 1 million per working day. In

„ : : 1
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some respects these sales can be regarded as a sterilisation measure,"
since in that way the Swiss authorities were able to absorb funds from
the market and consequently to convert further amounts of gold into
Swiss francs for foreign customers. In its Annual Report for 1946 the
Swiss National Bank announced , that from 1941 its sales of gold coins
and bars to the market and to Swiss industries exceeded Sw.fcs 1,000 mil-
lion, of which Sw.fcs 307 million were sold in 1946.

(v) Much of the gold from Switzerland and from other sales found its
way to F r a n c e , where considerable amounts had been purchased by
the public in recent years. It is estimated that at the beginning of
Ì947 private gold holdings in France reached the high figure of
3,000 tons, equivalent to about U . S . $3,400 million or nearly five times
as much as the gold reserves of the Bank of France.

The internal gold movements in France have shown that gold is apt
to pass into and out of hoards for a number of reasons, many of them
purely psychological. One interesting development has been the adoption
of a somewhat restrictive credit policy early in 1947, which would seem to
have forced some holders of gold to sell in order to procure French francs
for current wage payments, etc. It is indeed likely that this credit policy has

been one factor in
bringing the price of
gold down on the
French market. As
may be gathered from
the graph, this de-
cline has also had an
effect on the quota-
tions for French bank^
notes on the Swiss
market, on which the
value of the French
franc showed an im-
provement at a time
when the quotations
for most other cur-
rencies were sagging
(cf. pages 82-83).

Quotations of Gold Coins in Paris and in Switzerland.
In French francs.

1946 1947

I n t h e l a t t e r h a l f o f t h e first w o r l d w a r ( i n c l u d i n g t h e first p o s t - w a r

y e a r 1 9 1 9 ) g o l d d i s a p p e a r e d f r o m t h e r e p o r t e d m o n e t a r y r e s e r v e s v e r y m u c h

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

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

w h i c h f o r m s p a r t o f w a r financing, h a s t h e e f f e c t o f m a k i n g p e o p l e s e e k
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refuge in other kinds of property which they regard as less dependent upon
administrative manipulations.

To countries which have suffered great changes in their currency values,
the link with gold seems an indisputable g u a r a n t e e of s t a b i l i t y . Where
prices have risen by five or six times or even more, minor price variations
or even the wartime doubling of the price level in other countries seem rather
unimportant in comparison. But countries which have escaped major monetary
disasters may not make little of the changes which occur in prices even on
a gold basis. The great fall in the price level by 30-50 per cent, between
1930 and 1932 has not been forgotten and at the moment of writing (in the
spring of 1947) there is clearly a great fear in many countries that, although
the link with gold is not in jeopardy, commodity prices will continue to rise.
It is not only that people with fixed money claims, including many salary-,
earners, would lose part of their real income through the rise in prices, but
also the lesson taught by experience, that a "boom" is likely to be'followed
by a "bust". Since fresh additions to a country's gold stock may tend to have
an inflationary effect, it may be thought that, from a purely monetary point
of view, there is at present no great objection to the flow of gold into
private hoards. But that is not the whole story: when there is a great
demand for hoarding purposes, the price paid for gold will normally rise
and, since that price is often regarded as a " t rue" measure of the value of
a currency, the hoarding habit tends to increase the psychological danger of
inflation. This danger, moreover, may more than offset the advantage con-
nected with an absorption of funds. There is, in fact, a fine balance in the
argument: in some cases official gold sales may both lower the price paid for
gold and absorb volatile funds, and then the sales may have a useful influence
on the market, even though the tendency to hoard is a sign of distrust in
some ' currency or another. But another state of affairs is conceivable — one
characterised by the disadvantage that the flow of savings into gold will
déprive a country's credit institutions of a possible reconstitution of deposits.
Typical of the general attitude was a speech made by the President of
the Swiss National Bank at the Annual General Meeting of that Bank on
8th March 1947. Referring to a demand that the Swiss authorities should
once more issue newly-minted coins, he observed that to reintroduce gold
coins into circulation would mean that the franc would once more be tied to
gold in a fixed relation, with all the inconveniences which would result for
the currency and the economy from modifications of any consequence in
the international price of gold. He also quoted from a recent speech by the
President of the Federal Reserve Bank of New York, who had expressed the
opinion that a gold coin circulation was not an indispensable condition for
a well-conducted monetary policy and that its reintroduction would constitute
a backward step in currency development.

The fact that uniform changes in the price of gold may be made under
the Articles of Agreement of the International Monetary Fund has already
given rise to discussion as to whether such a step would be advisable at
once, considering the rise in commodity prices and production costs which
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has occurred since 1939. As long as the sellers' market lasts and commodity
prices still show a tendency to rise, an increase in the price of gold would
add an unnecessary stimulus to the boom. But, even if there were a setback
in commodity prices, it is quite possible that the decline would be relatively
moderate and would not interrupt the advance in general business activity for
a long while. Such an expedient as a uniform alteration in. the price paid
for gold should be used, if at all, in a really severe depression only, in
which the balance between costs and prices has been fundamentally upset by,
for instance, a sharp fall in the general level of prices. It must also be
remembered that the Act providing for the participation of the United States
in the International Monetary Fund and the International Bank for
Reconstruction and Development expressly prescribed that, unless Congress
by law authorised such' action, neither the President nor any person or
agency could, on behalf of the United States, propose or agree to any change
in the par value of the U. S. dollar under any of the provisions of the Fund.
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VII. Post-War Settlements and N e w Foreign Lending.

"Statistics are inadequate to portray the urgency and immensity of the
post-war reconstruction and development problems of foreign countries or to
show their bearing on the future well-being of the United States": thus the
Export-Import Bank in its report for January-June 1946. Painfully inadequate,
indeed, to indicate the problem posed for the war-torn countries, whose well-
being both immediate and in the foreseeable future is dependent largely on
their own efforts but, for an indispensable minimum, on the financial and
material assistance available from abroad. So far this aid has come largely
from the United States, the only great industrial producer untouched by the
devastation of war; and the United States remains, of course, the country
with the greatest economic and financial resources.

The following pages seek to set out the facts of the present position.
In many respects what has taken place until now can be best described as
"mopping-up operations" after the hostilities, with the real work of recon-
struction over a vast area still remaining to be done.

The period since the war has been characterised primarily by clearing
the field, 1. e. the settlement of wartime liabilities, negotiations for new commit-
ments and other preparatory activities; this period is thus in the nature of
a transition from war to peace, which may be reviewed under the following
headings:

(1) Foreign assistance granted during the war and its immediate aftermath:
(a) Settlements of lend-lease and mutual aid, and foreign sur-

plus property disposal,
(b) The "accumulated sterling balances",
(c) The International Red Cross, UNRRA and other gifts, and
(d) Financing of relief etc., in occupied ex-enemy countries.

(2) New post-war foreign lending through:
(a) Governments,
(b) Monetary and payments agreements,
(c) Capital markets and banks, and
(d) Export credit insurance.

Further, a review of the present situation and some concluding remarks
are added. ,

1. Foreign Assistance granted during the war and its immediate aftermath.

(a) ; S e t t l e m e n t s of L e n d - L e a s e a n d M u t u a l A i d . '

Wartime assistance on" a vast scale was furnished by the United States
to its allies and on a smaller, but nevertheless considerable scale, by Canada,
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U. S. Lend-lease
and reverse lend-lease/1'

Country or area

British Empire C) . . .
U.S.S.R
China
France (5)
Belgium (6)
HollandC6)
Latin America ( ' ) . . . .
Others (»)

Total . . .

Lend-lease

(2)

Reverse
lend-lease

(3)
in millions of dollars

31,392
11,298

1,565
3,234

159
249
459
245

48,601 (»)

6,752
2
4

868
191

2

7,819

01 As given in the twenty-third Report to Con-
gress on Lend-lease operations.

(2) Cumulative up to 30th September 1946, an
increase of $2,113 million since VJ-Day
was mostly due to delayed reporting and to
the "p ipe- l ine" supplies. Straight lend-lease
continued only to China.

(3) Cumulative to 2nd September 1945, revised
up to 30th September 1946.

(") Excluding Canada, which paid in cash for all
lend-lease received. In the U.S. Lend-Lease
Reports figures are almost invariably given for
the Empire as a whole.

;v> Including overseas possessions.
(6) Belgium rendered more in reverse lend-lease

aid than it received from the United States.
(7) Excluding the Argentine, which did not re-

ceive lend-lease aid. Brazil was by far the
greatest recipient, with $332 mill ion.

(6) Of this total the largest recipients were
Greece, $76 mil l ion; Norway, $53 mill ion;
Yugoslavia, $32 mil l ion; Turkey, $27 mil l ion;
Saudi Arabia, $18 mill ion; Poland,$17 mill ion.

(9) In addition to this total charged to foreign
governments there was a further amount of

$2,091 million expended from lend-lease funds ($748 million transferred to Federal Agencies, $ 12 million losses,
$720 million production facilities in the United States, $575 million miscellaneous charges and $35 million
administration expenses) not so charged, which made up the total of $50,692 mill ion.

i n t h e f o r m o f m u t u a l a i d a n d g i f t s , a n d b y t h e U n i t e d K i n g d o m . S e t t l e -

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

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

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

m a d e h a s b e e n p u b l i s h e d i n t h e U n i t e d S t a t e s . ^ T o w a r d s t h e e n d o f

1 9 4 6 , t h e P r e s i d e n t o f t h e U n i t e d S t a t e s a n n o u n c e d t h a t t h e t o t a l l e n d - l e a s e

a i d g r a n t e d , f r o m t h e b e g i n n i n g o f t h e p r o g r a m m e i n M a r c h 1 9 4 1 u p t o

S e p t e m b e r 1 9 4 6 , a m o u n t e d t o s o m e $ 5 0 , 7 0 0 m i l l i o n ; t h i s t o t a l i n c l u d e d ,

h o w e v e r , $ 7 2 0 m i l l i o n p r o d u c t i o n f a c i l i t i e s i n t h e U n i t e d S t a t e s a n d $ 7 5 0

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

l e a s e f u n d s ; t h e a m o u n t c h a r g e d t o f o r e i g n g o v e r n m e n t s w a s $ 4 8 , 6 0 0 m i l l i o n .

O n t h e o t h e r h a n d , f o r e i g n g o v e r n m e n t s h a d f u r n i s h e d $ 7 , 8 2 0 m i l l i o n o f

r e v e r s e l e n d - l e a s e t o t h e U n i t e d S t a t e s . D e t a i l e d figures a r e s h o w n i n t h e t a b l e .

I n i t s r e p o r t for J u l y - D e c e m b e r 1 9 4 5 , t h e E x p o r t - I m p o r t B a n k s a y s :

" T h e e n d o f h o s t i l i t i e s i n E u r o p e m e a n t t h e i m m e d i a t e s c a l i n g -

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

e a r l y t e r m i n a t i o n o f l e n d - l e a s e a s s i s t a n c e (2) . . . F o r e i g n c o u n t r i e s d e -

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

w i t h t h e i m m e d i a t e o r i m m i n e n t n e e d o f finding m e a n s o t h e r t h a n

l e n d - l e a s e a i d o f m e e t i n g t h e i r d o l l a r r e q u i r e m e n t s . T h i s p r o b l e m e x i s t e d

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

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

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

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

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

(x) See inter alia the "Survey of C u r r e n t Bus iness" of t h e Un i t ed States D e p a r t m e n t of Commerce

for M a r c h and December 1946 and for January and M a r c h 1947.

(2) Lend-lease was actually te rminated on 2nd Sep tember 1945 (taken for th is purpose as VJ-Day) .
After V E - D a y lend-lease was supplied in pr inciple only to the extent necessary for the defeat
of Japan.
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the diversion of all available resources to war production with little
regard to the consequences for exports either during the war or
afterwards. These circumstances created in a long list of countries an
extraordinary need for imports which the United States alone could
supply at a time when these countries were unable to find the means
of payment by exporting.

United States suppliers, on the other hand, were confronted in
many instances with the necessity either of abruptly reducing their
output to anticipated peacetime dimensions or of finding markets to
take the place of the demand provided by lend-lease. It would be a
mistake, however, to infer that the problem was regarded as essentially
one of supporting war-expanded industries- by maintaining exports. It
was much more a matter of helping the war-torn countries to get on
their feet economically so that they could begin to produce goods and
services to exchange for American goods and services."

The emergency was met by inviting the recipient countries to purchase
products and services for which requisitions had been filed and approved
before the termination of lend-lease, either for cash or on credit at 23/s
per cent, for thirty years, under the Lend-Lease Act, Section 3(0).

Some of the goods concerned were already abroad in lend-lease inventories
but mostly the credits covered orders to be completed and shipped over
months. Sales agreements on these terms were entered into with thirteen

countries for a total of almost $1,200 million,
the main details of which are shown in the table;
these were so-called "pipe-line" supplies, financed
out of lend-lease funds and included in the
total of lend-lease granted as shown in the
accompanying table.

In addition, the Export-Import Bank gave
three credits for lend-lease material on terms
similar to those of Section 3 (c) but out of
its own funds ; this procedure was necessary
for, although the foreign governments concerned
had already filed lend-lease requisitions, the
American procurement agents had not yet
placed contracts, so that lend-lease funds had
not been committed before 2nd September 1945,
at which date the transfer of such equip-
ment had become "no longer necessary to
promote the defense of the United States".
All together, France purchased $950 million,
Holland $113 million and Belgium $111 million
of lend-lease material on current terms either
through the pipe-line or with Export-Import
Bank credits. '

U.S.Lend-lease, p ipe- l ine.

Recipient country

France . .
United Kingdom 0). ;
U.S.S.R
Holland
Belgium
China. . . . . . . . .
Australia . . . . . . .
Others (2)

Total . . .

In millions of
U.S. dollars

400
350
244

63
56
48
17
20(3)

1,200 (3)

0) Including colonies.
(2) New Zealand, Brazi l , India, Chi le, Cuba

and Peru.
(3) Approx imate .

Export- Import Bank, loans
on Section 3(c) terms.

Borrowing country

France
Belgium . . . . . . .
Holland . . . . . . . . .

Total . . .

In millions of
U.S. dollars

550
55
50

655
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As at 31st December 1946

Sales for cash and on credit . . .
Transfers to UNRRA
Donations and abandonments . . .
Military disposals . .

Total disposals
Balance for disposal

Total surplus declarations

Original cost

(2)

Amount
realised

(3)
in millions of dollars

6,804
. 128
467
38

7,437
1,369

8,806

1,590 (*)
86

3

1,678

•

U.S. C r e d i t s f o r Fore ign S u r p l u s D i s p o s a l .0)

C l o s e l y b o u n d u p w i t h t h e e n d o f l e n d - l e a s e a n d t h e s e t t l e m e n t o f

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

m o s t l y l o c a t e d o v e r s e a s a t t h e e n d o f t h e w a r . U p t o t h e e n d of 1946 , s a l e s

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

a t $ 6 , 8 0 0 m i l l i o n for w h i c h

U n i t e d S t a t e s F o r e i g n S u r p l u s D i sposa l . ( 1 ) nearly $1,600 mi l l ion had

been realised, $400 million
being received in cash and
the balance mainly covered
by dollar credits (and small
amounts in foreign curren-
cies to be utilised locally).
It may be assumed that the
surplus-property transfers
would be "more appro-
priately valued at sales
price than at original cost
in view of the fact that they
are, in, many cases, badly
deteriorated and unsuitable
for civilian purposes".*

The credits were chiefly
at 23/s .per cent, interest
with annual amortisation
spread over not more
than thirty years (the first
instalment' being postponed
for five years). Up to
the end of November
1946, $1,100 million credits
had been authorised and
$800 million utilised; some
of the most important of
these credits were, however,
superseded by settlements
covering the whole range
of obligations arising from
the war.

The complex of war
and immediate post-war
foreign liabilities, wartime
lend-lease, the lend-lease
"pipe-line", the disposal
of surplus property, etc.,

* Foreign Commerce Weekly,
ist February 1947. . . .

As at 30th November 1946

Bulk sales f)
Francs
Italy
United Kingdom
Belgium (0
Others (7)

Other Sales (a)
Holland («)
Czechoslovakia
Poland
Greece
Others 0°)
Under negotiation (11)

Total credits

Credit
authorised

Credit
utilised

in millions of dollars

300
160
60
49
32

120
50
50
45

127
111

1,104

300
160
60
49
32

82
9

29
20
59
9

809

O As reported by the Office of the Foreign Liquidation Commissioner.
Further smaller amounts were realised by direct sales of the U.S.
Army and Navy.

(2) Partly est imated.
(3) Including non-remunerative transfers to UNRRA.
(4) Sales were made almost entirely to foreign governments, only

about $10 mill ion being to private entities.
(5) Bulk sales were made to eight governments and the credits fully

uti l ised.
C:) Estimated. The final figure depends on the amount realised (see p. 102).
(') Austral ia, Brazi l , Egypt and New Zealand. In addition large bulk

sales were made to China, the Philippines and India which did
not involve credits; the realisations consist of cancellation of
obligations incurred by the United States during the war and
agreements to provide local currencies or real property for the use
of the U . S . The estimated returns from these sales are: China
$175 mil l ion, the Philippines $137 mill ion (including $100 million
transferred under the Philippine Rehabilitation Ac t ) , and India
$39.4 mil l ion.

(8) These disposals were made under credits not involving bulk sales.
(9) Holland $20 mill ion and Dutch East Indies $100 mil l ion.
(10)Austr ia, China, Colombia, Ethiopia, Finland, Hungary, Iran, Japan,

Korea, Lebanon, Norway, Saudi Arabia, Turkey and Uruguay.
(11)Under negotiation, $100.7 mill ion and disposals to private entities,

$10.0 mil l ion.
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has been brought into general settlements between the United States and eight
receiving countries, as shown in the table.

U n i t e d S t a t e s , L e n d - l e a s e e t c . , g e n e r a l s e t t l e m e n t s c o n c l u d e d .

Partner government

United Kingdom
France . . . . . . . . . .
Ind ia
Turkey . . . . .
Australia
New Zealand . . . . . . .
Belg ium
South Afr ica .

Totals . . .

Date
of settlement

December 1945 .
May 1946 . . . .
May 1946 . . . .
May 1946 . . . .
June 1946 . . . .
July 1946 . . . .
September 1946 .
March 1947 . . .

Earl ier i tems covered by
agreement 0)

Lend-lease
pipe- l ine

U.S. surplus
property

Settlement terms (2)

Credits
granted

Cash payments
received

in millions of dollars

350
400

2

17
7

56

832

60
300

39
10

ey,

4 9 (<)

7/,

477/a

650
720
— (5)

.- (6)

1370

- (3)
4 / 2

27
5/2

. (5)
100

137

0) In addition to the lend-lease "pipe-line" and surplus property credits, the agreements covered, of course,
the whole of the war-time lend-lease aid and take account of reverse lend-lease.

(2) These are the approximate f igures of the payments to the United States in cash or on credit terms in the
f inal sett lement.

(3) Amoun t s compensated against c la ims by Ind ia .
C) Estimated maximum. Actua l to ta l depends on realisation of surplus property, the proceeds being divided

equally be tween ' the Belgian and United States Governments . .
(5) Dependent upon realisation (see 4 above). Part to be paid in local currency.

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

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

R e p o r t s o n L e n d - l e a s e o p e r a t i o n s .

T h e c r e d i t o f $ 6 5 0 m i l l i o n t o t h e U n i t e d K i n g d o m w a s g i v e n a t

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

$ 3 , 7 5 0 m i l l i o n ( t h u s m a k i n g u p t h e f r e q u e n t l y q u o t e d figure o f $ 4 , 4 0 0 m i l -

l i o n ) . A c c o r d i n g t o t h e a g r e e m e n t s , t h e $ 6 5 0 m i l l i o n w a s d i v i d e d i n t o t w o

p a r t s : ( a ) a n e t s u m o f $ 1 1 8 m i l l i o n r e p r e s e n t i n g t h e d i f f e r e n c e b e t w e e n

l e n d - l e a s e s u p p l i e s a n d r e v e r s e l e n d - l e a s e o f t h e U n i t e d K i n g d o m f u r n i s h e d

a f t e r V J - D a y a n d ( b ) a - n e t s u m o f $ 5 3 2 m i l l i o n f o r a l l o t h e r l e n d - l e a s e a n d

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

i n s t a l l a t i o n s l o c a t e d i n t h e U n i t e d K i n g d o m . T h e U n i t e d K i n g d o m a l s o

a g r e e d t o s u p p l y s t e r l i n g e q u i v a l e n t t o $ 5 0 m i l l i o n u p t o t h e e n d o f 1 9 5 1 , t o

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

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

u t i l i s e d i t w i l l b e o f f s e t a g a i n s t t h e c r e d i t o f $ 6 5 0 m i l l i o n . A f t e r 3 1 s t D e c e m b e r

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

p a y m e n t .

F r a n c e r e c e i v e d u n d e r l e n d - l e a s e p r o c e d u r e $ 3 , 2 3 4 m i l l i o n , i n c l u d i n g

$ 4 0 0 m i l l i o n i n t h e p i p e - l i n e , a n d t h e U n i t e d S t a t e s s h a r e o f P l a n A d e l i v e r i e s

( r e l i e f s u p p l i e d t o c i v i l i a n s d u r i n g h o s t i l i t i e s ) w a s e s t i m a t e d a t $ 1 3 0 m i l l i o n .

F r a n c e s u p p l i e d r e v e r s e l e n d - l e a s e o f $ 8 6 8 m i l l i o n , a s s u m e d s e t t l e m e n t o f a

v a r i e t y o f c l a i m s a g a i n s t t h e U n i t e d S t a t e s v a l u e d a t c l o s e o n $ 5 0 m i l l i o n ,

p a i d $ 2 3 2 m i l l i o n i n c a s h f o r g o o d s s u p p l i e d t h r o u g h l e n d - l e a s e p r o c e d u r e s

a n d a g r e e d t o p a y a f u r t h e r $ 4 2 0 m i l l i o n , f o r w h i c h a c r e d i t w a s g r a n t e d ; a

f u r t h e r c r e d i t f o r $ 3 0 0 m i l l i o n ( m a k i n g u p t h e $ 7 2 0 m i l l i o n s h o w n i n t h e

t a b l e ) w a s f o r t h e p u r c h a s e o f s u r p l u s p r o p e r t y . O u t s i d e t h e s e t t l e m e n t t h e r e
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w a s t h e E x p o r t - I m p o r t B a n k c r e d i t f o r $ 5 5 0 m i l l i o n f o r l e n d - l e a s e m a t e r i a l

o r d e r e d a f t e r V J - D a y . I n a l l , F r a n c e t h u s r e c e i v e d $ 4 , 2 1 5 m i l l i o n l e n d - l e a s e

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

l e n d - l e a s e a n d b y t h e a c c e p t a n c e o f l i a b i l i t i e s u n d e r c r e d i t s , s o m e $ 2 , 4 2 0 m i l l i o n .

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

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

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

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

b u t i o n s t o e a c h o t h e r ' s w a r e f f o r t u n d e r l e n d - l e a s e a n d r e v e r s e l e n d - l e a s e , s o

t h a t n o p a y m e n t o n e i t h e r s i d e w a s c a l l e d f o r . L e n d - l e a s e e x p o r t s f r o m t h e

U n i t e d S t a t e s t o A u s t r a l i a a g g r e g a t e d $ 1 , 2 2 0 m i l l i o n ( e x c l u d i n g f r e i g h t s ) w h i l e

A u s t r a l i a n r e v e r s e l e n d - l e a s e a m o u n t e d t o $ 8 8 8 m i l l i o n . T h e l e n d - l e a s e p i p e -

l i n e o f a p p r o x i m a t e l y $ 1 7 m i l l i o n w a s a b o u t t h e s a m e v a l u e a s t h e " r e v e r s e

l e n d - l e a s e p i p e - l i n e " f u r n i s h e d b y A u s t r a l i a a f t e r V J - D a y . T h e s e a c c o u n t s

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

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

t r a n s f e r r e d u n d e r l e n d - l e a s e , a s w e l l a s s u r p l u s U . S . p r o p e r t y v a l u e d a t

$ 6 % m i l l i o n , f o r a c a s h p a y m e n t o f $ 2 7 m i l l i o n , o f w h i c h $ 7 m i l l i o n w a s t o

b e m a d e a v a i l a b l e i n A u s t r a l i a n c u r r e n c y f o r t h e a c q u i s i t i o n o f r e a l e s t a t e e t c .

I n t h e c a s e o f N e w Z e a l a n d , l e n d - l e a s e a n d r e v e r s e l e n d - l e a s e w e r e a p p r o x i -

m a t e l y $ 2 5 0 m i l l i o n o n b o t h s i d e s a n d t h e s e t t l e m e n t w a s b a s e d o n a n e v e n

b a l a n c i n g o f a c c o u n t s . N e w Z e a l a n d p a i d c a s h f o r $ 5 % m i l l i o n , t o b e a v a i l a b l e

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

l o c a t e d i n t h e P a c i f i c a r e a . I n d i a , A u s t r a l i a a n d N e w Z e a l a n d a s s u m e d r e s p o n -

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

o f m e m b e r s o f t h e U . S . A r m e d F o r c e s b e f o r e J u n e 1 9 4 6 .

R e v e r s e l e n d - l e a s e g i v e n b y B e l g i u m ( i n c l u d i n g L u x e m b o u r g a n d t h e

B e l g i a n C o n g o ) a g g r e g a t e d $ 2 0 4 . 8 m i l l i o n , t h u s e x c e e d i n g l e n d - l e a s e t r a n s f e r s

o f $ 1 1 4 m i l l i o n b y a b o u t $ 9 0 m i l l i o n , w h i c h w a s a p p r o x i m a t e l y e q u a l t o t h e

P l a n A e x p e n d i t u r e o n U . S . a c c o u n t . I t w a s f o u n d t h a t l e n d - l e a s e a c c o u n t s

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

s e t t l e m e n t , t o p a y $ 1 8 m i l l i o n f o r A m e r i c a n s u r p l u s p r o p e r t y p r e v i o u s l y

d e s i g n a t e d f o r t r a n s f e r t o i t ; i n a d d i t i o n s u r p l u s p r o p e r t y i n B e l g i u m r e m a i n -

i n g u n s o l d o n i s t O c t o b e r 1 9 4 6 w a s t r a n s f e r r e d t o t h a t c o u n t r y , o n e - h a l f

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

t h i r t y y e a r s . ,

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

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

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

m u s t b e r e t u r n e d i n d u e c o u r s e . L e n d - l e a s e s e t t l e m e n t s h a d b e e n m a d e u p

t o S e p t e m b e r 1 9 4 6 w i t h c o u n t r i e s w h i c h r e c e i v e d a i d a m o u n t i n g t o $ 3 4 , 0 0 0 m i l -

l i o n , a b o u t 7 0 p e r c e n t , o f t h e t o t a l c h a r g e d t o f o r e i g n g o v e r n m e n t s . T h e

t w e n t y - t h i r d L e n d - L e a s e R e p o r t s a y s :

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

p a y m e n t s , t o b e m a d e o v e r e x t e n d e d p e r i o d s , t o t a l i n g $ 1 , 0 3 5 m i l l i o n .

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

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

f o r a r t i c l e s r e c e i v e d u n d e r l e n d - l e a s e a m o u n t i n g t o $ 1 , 0 3 3 m i l l i o n ; r e v e r s e

l e n d - l e a s e a i d r e c e i v e d b y t h e U n i t e d S t a t e s d u r i n g t h e w a r v a l u e d a t

$ 7 , 8 1 9 m i l l i o n ; a n d a d d i t i o n a l ' s a l e s o f g o o d s i n t h e p i p e - l i n e . T h e t o t a l

o f t h e s e i t e m s e x c e e d s $ 1 0 , 0 0 0 m i l l i o n . I n a d d i t i o n t o t h e a m o u n t
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realized to date, settlements remaining to ,be negotiated with foreign
governments will result in the realization of a substantial sum. Lend-
lease items returned and to be returned will raise the return from lend-
lease still higher."

Thus, those countries which have signed settlements, particularly France,
Belgium and members of the British Empire, have made repayments not far
from one-third of the lend-lease aid granted to them (without taking into
account the fact that costs were usually higher in the United States).

Final settlements are being negotiated with Norway, Greece and Holland
and settlements also remain to be discussed with Yugoslavia, Poland and
Czechoslovakia. The Soviet Union, which is still operating commercially
95 American lend-lease merchant ships under the Soviet flag, has recently
opened negotiations.

Canadian Mutual A i d .

The third and final report of the C a n a d i a n M u t u a l A i d Board gave
details of the total expenditure during its operations in the years 1943-46.
These amounted to nearly Can.$2,5oo million and were distributed as shown
in the table, about 85 per cent, going to the United Kingdom. Prior to the
Mutual Aid Act the United Kingdom had made purchases in Canada of

about Can.$i, i5o million covered by the sale
of United Kingdom interests in Canadian
plant and the repatriation of Canadian
Dominion and private sterling debt. Further,
sterling balances accumulated by Canada
amounting to Can.$7oo million were con-
verted into an interest-free loan and, in
1942, Canada made a gift of Can. $1,000 mil-
lion to the United Kingdom. In all, Canadian
deliveries thus amounted to well over
Can.$5,ooo million.

Canadian mutual aid agreements laid down the principle that the Canadian
Government would not require the recipient government to redeliver any war
supplies except in minor cases (such as cargo ships and supplies which, at the
end of the war, had not reached their destination). Therefore, when the
settlement of war claims and the financial agreement between Canada
and the United Kingdom were signed on 6th March 1946, there were
in fact very few outstanding liabilities to be settled. No claims were
raised for mutual aid granted and no claim was made for surplus war assets
remaining in either of the countries after the war. The Canadian Government
retained the Can.$7oo million interest-free loan until 1951 (when discussions
regarding interest and repayment are to take place), but cancelled the
Can.$425 million owing by the United Kingdom in respect of the Air
Training Plan. With minor exceptions, all remaining claims and counter-
claims were either cancelled or else finally settled by a single payment of
Can.$iso million by the United Kingdom.

Recipient country.

United Kingdom
Other Empire countries.
U.S.S.R.
China
France

Total . . .

In millions
of Can. dollars

2,112
127
167
40
25

2,471



Br i t ish Mutual Aid.(1)

The third and final Report on Mutual Aid given by the U n i t e d
K i n g d o m provided data regarding assistance given up to the termination of
the system; the total of £2,078% million was an undervaluation owing to
many unavoidable omissions, but it formed "the most practicable estimate
which could be made". A summary of the figures converted into U. S. dollars
for purposes of comparison is shown in the table.

About 60 per cent, of British mutual
aid- went to the United States as reverse
lend-lease, the high level being partly due
to the maintenance of American forces in
the United Kingdom. Mutual aid agree-
ments with France, Czechoslovakia, Greece
and Poland were made retroactive to include
earlier credits granted — in some cases as
far back as, 1940.

In its conclusions the report says "the
vast flow of commodities and services
exchanged and consumed in fighting the
common enemy are not to be left standing
as monetary liabilities, but cancelled by
common consent". It is understood that,
apart from reverse lend-lease to the United

by the United Kingdom, amounting to the
has been written off or compensated in so

was a creditor. The debts of the United
as sterling balances and are described below.

Recipient

United States . . . . . .

U.S.S.R. .

Europe

Poland . . . . . . . .

France ,

Others«

China

Total . . .

In millions
of U.S. dollars

4,966
1,272

912
424
696 2,032

44

8,314

0) Source: Mutual Aid (third) Report, October
1946. As regards post-war aid and grants,
see pages 122-123.

(2) Nine countries: Belgium, Czechoslovakia,
Denmark, Greece, Holland, Yugoslavia,
Norway, Portugal, Turkey.

S t a t e s , t h e m u t u a l a i d g i v e n

e q u i v a l e n t o f $ 3 , 3 5 0 m i l l i o n ,

f a r a s t h e U n i t e d K i n g d o m

K i n g d o m a c c u m u l a t e d l a r g e l y

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

g o v e r n m e n t s t o r e s d i s p o s e d o f b y t h e e n d o f D e c e m b e r 1 9 4 6 a m o u n t e d t o

£ 2 6 0 m i l l i o n , o f w h i c h £ 7 0 m i l l i o n w a s o v e r s e a s ( i n c l u d i n g a r t i c l e s s u p p l i e d t o

t h e C o n t r o l C o m m i s s i o n f o r G e r m a n y , U N R R A a n d A l l i e d G o v e r n m e n t s ) ;

t h e g o v e r n m e n t r e v e n u e r e t u r n s , h o w e v e r , s h o w r e c e i p t s o f o n l y £ 1 0 2 m i l l i o n

t a k e n i n t o t h e b u d g e t u p t o t h e e n d o f 1 9 4 6 .

( b ) T h e " A c c u m u l a t e d S t e r l i n g B a l a n c e s " .

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

i n L o n d o n o n o v e r s e a s a c c o u n t d u r i n g t h e w a r c o n s t i t u t e a m a j o r f a c t o r i n

t h e U n i t e d K i n g d o m ' s e x t e r n a l p a y m e n t s p r o b l e m . T o o b t a i n a n o v e r - a l l

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

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

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

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

F r o m S e p t e m b e r 1 9 3 9 t o J u n e 1 9 4 5 , t h e U n i t e d K i n g d o m , o n b a l a n c e ,

r e a l i s e d e x t e r n a l c a p i t a l a s s e t s a m o u n t i n g t o o v e r £ 1 , 1 0 0 m i l l i o n , s o l d

£ 1 5 0 m i l l i o n g o l d r e s e r v e s a n d , i n a d d i t i o n , i n c u r r e d e x t e r n a l l i a b i l i t i e s o f

n e a r l y £ 2 , 9 0 0 m i l l i o n , s o t h e t o t a l " e x t e r n a l d i s i n v e s t m e n t " a m o u n t e d t o



£4,200 million, an amount indicating the deterioration in the country's
international position up to June 1945. Of the £2,900 million increase in
external liabilities only £300 million was due to direct external borrowing'—
principally $400 million from the U. S. Reconstruction Finance Corporation
and Can. $700 million from the Canadian Government. The whole of this
direct borrowing occurred before lend-lease got under way in 1941 (although
the Canadian interest-free loan was booked only in March 1942). From this
time the financial relations of the United Kingdom with Canada and the
United States were governed by lend-lease procedure, or its equivalent, while
the United Kingdom gave assistance on similar terms to its allies. But this
example was not followed by other countries and, as a direct result, sterling
balances due to overseas countries grew rapidly, particularly from the end
of 1941 onwards. This one-sided development continued until the end
of the war, when the total overseas sterling balances (including nearly

• £500 million existing in August 1939*) reached £3,000 million, ten times
the amount of direct borrowing.

In the eighteen months to December 1946 these proportions changed:
hostilities ceased and external military expenditure declined while lend-lease
was terminated; the further accumulation of sterling balances was £310 million
and external borrowing rose by £450 million; £120 million of external
assets were realised but the gold reserve rose by nearly £50 million; in
all, the "external disinvestment" in this period was £830 million. From the
beginning of the war to the end of 1946 the total "external disinvestment"
attained £5,000 million.

In the Financial Agreement between the United States and the United
Kingdom of December 1945, which contained a final settlement of lend-lease
and other war claims, and made available to the United Kingdom a credit
line of $3,750 million, the United Kingdom stated its intention to make
agreements, varying according to the circumstances in each case, for an early

London Funds of the British Empire. 0)

1935 1936 1937 1938 1939 19*0

* Sterling balances were ra ther low in Augus t
1939, as is s h o w n in t h e graph . T h e total of
all overseas sterl ing balances before t h e war
was ra ther m o r e t h a n double t h e total shown
b u t t h e fluctuations were very similar. T h e
countr ies which ho ld sterling balances as currency
reserves are largely r a w mater ia l p roducer s a n d
exporters , having a marked seasonal m o v e m e n t
in their balances of payments directly reflected
in thei r sterling reserves. T h i s seasonal move -
m e n t is clearly shown in 1935 and 1936, (as in
previous years) ; the raw material b o o m is
reflected in 1937 and the subsequent fall of
prices in 1938 and 1939- F r o m t h e a u t u m n of
1939 t h e balances of practically all countr ies
rose sharply (see g raphs on later page).

0) Monthly, in millions of £ sterling.
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United Kingdom — External Liabilities.

Statistics based
on White Papers

E X T E R N A L L O A N S

United States:
R. F. C. loan (1941)0) .
Lend-lease settlement (2)
New line of credit (3)

Canada :
Interest-free loan (')
New line of credit (?) . :

India October 1942 loan (6)

Other (')

Total External Loans (?)

N E T S T E R L I N G ETC. L I A B I L I T I E S
S t e r l i n g A r e a :

D o m i n i o n s :
Australia (?)
New Zealand 0°)
South Africa (")
Eire 0»)

adjustment (13)

Total Dominions 0")

I n d i a , B u r m a and M i d d l e E a s t :
India 05)
Middle East (™)

Total India and Middle East 00 . . . .

Other sterling area countries 08) . . . .

Total Sterling Area 09)

N o n - S t e r l i n g C o u n t r i e s :
South America, etc. (20)
Europe (21)
Rest of world (21)

Total non-sterling countries

Total Sterling balances, etc. (21) . . . .

TOTAL EXTERNAL LIABILITIES (21) •

Total out

1944

standing at en

1945

d of year

1946

Movement

1945

during year

1946

in millions of £ sterling

73

140

27
44

284

156
43
26

165

390

943
554

1,497

477

2,364

89
378
56

523

2,887

3,171

63
161

126

27
116

493

148
75
59

189
+ 10

481

1,259
643

1,902

561

2,944

53
273
62

388

3,332

3,825

54
161
150

105
129
27

108

734

185
83
11

199
— 34

444

1,224
632

1,856

593

2,893

140
356
91

587

3,480

4,214

— 10
+ 161

— 14

+ 72

+ 209

+ 32
+ 33
+ 24
+ 10

+ 91

+ 316
+ 89

+ 405

+ 84

+ 580

— 36
— 105
+ 6
— 135

+ 445

+ 654

— 9

+ 150

— 21
+ 129

— 8

+ 241

+ 37
+ 8
— 48
+ 10

44

— 37

— 35
— 11

— 46

+ 32

— 51

+ 87
+ 83
+ 29 ;

+ 199

+ 148

+ 389

Note: This table is constructed from the official statistics given in the White Paper on "National
Income and Expenditure of the United Kingdom 1938-46", Cmd. 7099, plus supplementary information from
United States, Dominion, Indian and other sources. Owing to the need for conversions from foreign currencies
into sterling in some cases and thè possibilities of errors and omissions, some of the figures may be subject
to modification but it is believed that the tables give a reasonably correct statement of the position.

The "External Loans" as given in the White Paper exceed the "External Debt" given in the official
statement of National Debt by an amount equivalent to that which has been entitled "Other" in the above table.
The capital account of the balance of payments, in the White Paper, gives separate figures only for the
lend-lease settlement and the new lines of credit from the United States and Canada; the other items in
the above table are lumped together as net "Other loans to H. M. Government", having a net increase of
£48 million, in 1945, and a net repayment of £38 million in 1946.

The second part of the table "Net sterling etc, liabilities" is based on the "External liabilities by
areas", given in the White Paper, by deducting the Indian loan from the total "India, Burma and Middle
East" and the remainder of the "External loans" from the item "North and South America", which has been
renamed "South America, etc.". It has thus been assumed that the sterling balances of the United States and
Canada are negligible. As a part of the item "Other" in the table may not be American, the item "South
America, etc." in the table may be correspondingly on the low side.

0) to (21) see opposite page.



settlement covering the sterling balances accumulated by sterling-area and
other countries, and it was suggested that the sterling-area balances might be
divided into three categories :

(a) balances to be released immediately,
(b) balances to be released by annual instalments beginning in 1951, and
(c) balances to be "adjusted as a contribution to the settlement of war and

post-war indebtedness and in recognition of the benefits which the
countries concerned might be expected to gain from such a settlement".

The American agreement came into force in July 1946, when it was
ratified by Congress in the United States. The history of the sterling balances
since that date is, therefore, bound up with the agreements which have
been or are to be negotiated in settlement.

In order to appreciate recent changes in the external liabilities of the
United Kingdom and in the holdings of sterling balances, the accompanying
table has been prepared from official data: the main external borrowing, in
1945, was the lend-lease settlement credit of £160 million and, in 1946,
£280 million was drawn on the new United States and Canadian lines of«
credit. But other loan items showed a net increase of nearly £50 million in
194S and a net decrease of nearly £40 million in 1946, so that the total
external borrowing was £210 million in 1945 and £240 million in 1946.

0) The U . S . Reconstruct ion Finance Corporat ion made a loan of $425 mil l ion to the United Kingdom in July
1941 on the security of the shares in 107 U . S . corporat ions and the capital stock of 41 Bri t ish-owned
insurance companies in the United States: in a l l , $390 mil l ion was drawn on this loan, which has been
amortised as shown in the table.

(2) The war sett lement credit of $650 mill ion under the Financial Agreements of December 1945.
(3) The line of credit of $3,750 mill ion approved by Congress in July 1946, of which $600 mil l ion had been

drawn by the end of 1946.
(i) In March 1942, the Canadian Government consolidated £157 mil l ion (equivalent to Can.$700 mil l ion) into

an interest-free loan to the United K ingdom; this loan has since been amort ised as shown in the table.
(5) The Canadian Government granted a credit of Can.$1,250 mil l ion to the United Kingdom concurrently with

the new Amer ican credit; Can.$500 mil l ion had been drawn by the end of 1946.
(6) A t the end of September 1942, the Indian Government funded certain sterl ing obl igat ions in respect of

annuit ies, thereby uti l ising part of India's sterl ing balances to make a loan to the United Kingdom, the
equivalent of £27 mill ion at 2% per cent, interest.

(7) This is the residual after deducting the sum of the items (1) to (6) above f rom the total External loans
as given in the Whi te Paper. This is a composite item the bulk of which probably consists of sterl ing
balances with gold guarantees. Being a residual it is naturally subject to modif icat ions due to errors in
other f igures.

(8) Total "External l o a n s " as given in the Whi te Paper.
(9) Sterling holdings of the Commonwealth Bank plus an allowance for the trading banks, thus giving the

total Austra l ian "London f u n d s " .
0°) Sterling holdings of the Reserve Bank of New Zealand and the trading banks, as given in official stat ist ics.
(11) The sterl ing holdings of the Reserve Bank of South A f r i ca . . • .
02) The sterl ing holding of the Central Bank of Ireland plus the estimated surplus of sterl ing held by the Irish

commercial banks (based on the published quarterly average f igures).
03) This adjustment is necessary to make the total of the previous four items agree with the total " D o m i n i o n s "

as given in the Whi te Paper.
04) Total "External l iabi l i t ies" towards the Domin ions, excluding Canada, as given in the Whi te Paper. It has

been assumed that the whole of this liability is in ster l ing.
(15) The sterl ing holding of the Reserve Bank of India plus £ 7 1 / mil l ion held by the Silver Redemption Reserve.
(16) Th i s is a residual i tem, the dif ference between the total for India and the total for Ind ia , Burma, and the

Middle East. It therefore includes the ster l ing held by Burma, but th is is. not large. The chief const i tutents
of th is item at the end of 1946 were Egypt and Palest ine.

(") This is the total of "External l iab i l i t ies" for " I nd ia , Burma, Middle Eas t " as given in the Whi te Paper, less
the £27 mi l l ion loan f rom India given, separately, under External loans.

C6) Other sterl ing-area countr ies as given in the Whi te Paper.
(19) These are the "External l iab i l i t ies" towards the total Ster l ing Area less the £27 mil l ion loan f rom India as above.
(20) This is the item shown in the Wh i te Paper as "External l iab i l i t ies" towards "No r t h and South A m e r i c a " ,

less the loans f rom the United States and Canada and the " O t h e r " as described in the note above.
(21) These items are taken directly f rom the Wh i te Paper.
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And the last years have seen some significant changes in the com-
position of the sterling balances. They increased by nearly £450 million in
1945 but only £150 million in 1946. The sterling area itself shows an even
greater reversal of trend, an accumulation of £580 million in 1945 being
turned into a reduction of £50 million in 1946 — a change-over of £630 mil-
lion, of which £450 million was on account of India and the Middle East.
The nön-sterling countries swung the other way — from a reduction of £135 mil-
lion ifl 1945 to an increase of £200 million in 1946. But care must be exercised
when interpreting these figures. Part of the South American holdings may be
included under "other" external loans in the upper part of the table and
account should be taken of these also. Further, the area "Europe" is dominated
by France which, under the monetary agreement signed in March 1945, ran
up a large sterling debt, of which £100 million was consolidated into a loan on
3rd December 1946. The decline of the total European figure in 1945 is there-
fore chiefly accounted for by France; on the other hand, the apparent increase
in 1946 is probably due to the omission of the loan to . France, which should
appear as an asset of the United Kingdom and no longer as a "negative"
balance reducing the net liabilities; its omission would convert the increase
shown in the table into a decline (of which the principal component was
Denmark with a debt of £33% million by the end of the year).

The declines in the sterling holdings of European and some other
countries are a timely reminder that sterling is, indeed, a "hard" currency
for - several areas of the world.

A number of estimates have appeared in the press and elsewhere
regarding the sterling holdings of individual countries, based largely on
figures mentioned in negotiations or given in the Colmer Report made to
U. S. Congress in November 1945. But the subject is extremely complicated
and over-simplification can be misleading. The sterling assets of overseas
countries may be divided into at least three categories according to the
holder:

(i) Central banks (and governments),

(ii) Commercial banks, and

(iii) Other holders of sterling.

(i) The sterling holdings of central banks, particularly of those in
the sterling area, are generally considered as part of the holding country's
monetary reserves and are balanced to some extent by the liability of
the banks to redeem their notes in sterling. This is especially true of
the Currency Boards of various colonies, which administer what in fact
is an automatic sterling standard. And, in other cases, the local currency
is often traditionally pegged to sterling, the sterling reserves of the
central banks usually fluctuating with the country's balance of payments.*

* Footnote see opposite page.
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(ii) T h e n e t s t e r l i n g h o l d i n g s o f c o m m e r c i a l b a n k s a r e n o t a l w a y s

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

c o u n t r i e s , a c c o r d i n g t o t h e s i t u a t i o n o f t h e h e a d off ice o f t h e b a n k a n d

i t s t y p e o f b u s i n e s s . I t i s n o t u n u s u a l fo r o n e b a n k o p e r a t i n g i n t h e

U n i t e d K i n g d o m a n d i n a s t e r l i n g - a r e a c o u n t r y t o h a v e i t s h e a d office

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

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

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

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

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

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

is c o n s i d e r e d ' p a r t o f t h e " L o n d o n f u n d s " o f t h e c o u n t r y a s a w h o l e .

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

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

m o s t l y i n s t e r l i n g a t t h e i r L o n d o n off ice o r a g e n t s ' .

(iii) O t h e r s t e r l i n g h o l d i n g s a r e g e n e r a l l y n o t k n o w n .

I t s h o u l d b e n o t e d t h a t t h e off icial s t a t i s t i c s o n s t e r l i n g l i a b i l i t i e s

c o m p r i s e b a n k e r s ' l i ab i l i t i e s l ess a s s e t s , a n d f u n d s h e l d i n t h e U n i t e d K i n g d o m

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

s e c u r i t i e s a n d s i m i l a r c l a i m s .

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

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

o n t h e n e x t p a g e h a s b e e n d r a w n u p s h o w i n g t h e s i t u a t i o n a t t h e e n d o f 1 9 4 6 .

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

t h e s t e r l i n g h o l d i n g b e i n g s h o w n i n t h e r e t u r n o f t h e R e s e r v e B a n k . O t h e r

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

a r e d o u b t l e s s s o m e p r i v a t e h o l d i n g s . T h e G o v e r n m e n t ' s b a l a n c e s w e r e t a k e n

o v e r b y t h e R e s e r v e B a n k i n 1935 b u t t h e S i l v e r R e d e m p t i o n R e s e r v e c o n t i n u e s

t o h o l d £ 7 % m i l l i o n ( t h e " o t h e r k n o w n h o l d i n g s " s h o w n i n t h e t a b l e ) . T h e

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

* It is, indeed, remarkable how small are the dollar balances of the British Empire, other than the
United Kingdom. The table shows, for six sterling-area countries, their total dollar balances and
short-term assets held with United States banks. These figures apply not only to central bank
reserves but to the total holdings of the country (excluding, however, dollar bonds and other

*• long-term investments).

Dollar balances of some sterling-area countries. 0)

End of
year

1942« . . . .
1943
1944
1945
1946 ( ) . . . .

Australia
New

Zealand
South
Africa India Egypt

British
Malaya Total

in millions of U.S. dollars

23
25
53
29
35

5
5
4
4
6

11
5
8
6

52

13
18
22

. 33
40

7
6
7

19
22

1
1
1
1

17

60
60
95
93

172

0) According to statistics, of U.S. Treasury Dept. (2) Figures generally not available before 1942. (3) November.
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C e r t a i n S t e r l i n g h o l d i n g s : e n d of 1 9 4 6 .

Country

India
Egypt
Eire
Australia . . . .
New Zealand .
South Africa . .'

Totals . . . . .

Central
Bank

Commercial
Banks

Other known
holdings Totals

in millions of £ sterling

1,217
141
39

178
72
11

1,658

238
160

7
11

416

7
46

53

1,224
425
199
185
83
11

2,127

£ 1 , 3 0 0 m i l l i o n i n t h e

s p r i n g o f 1 9 4 6 b u t f e l l

b y s o m e £ 8 9 m i l l i o n i n

t h e r e m a i n i n g m o n t h s o f

t h e y e a r a n d c o n t i n u e d

t o f a l l i n t h e e a r l y p a r t

o f 1 9 4 7 .

I n E g y p t , a c e n s u s

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

b e e n m a d e s o t h a t ,

b e s i d e s t h e n o t e i s s u e

r e s e r v e o f t h e N a t i o n a l B a n k o f E g y p t o f £ 1 4 4 m i l l i o n a t t h e e n d o f 1 9 4 5 ,

t h e b a n k i n g h o l d i n g s w e r e p u t a t a r o u n d £ 2 5 0 m i l l i o n w h i l e p r i v a t e h o l d i n g s ,

i n c l u d i n g s e c u r i t i e s , w e r e g i v e n a s £ 4 6 m i l l i o n , m a k i n g i n a l l a n a g g r e g a t e o f

£ 4 4 0 m i l l i o n . B y t h e e n d o f 1 9 4 6 t h i s t o t a l h a d f a l l e n t o a r o u n d £ 4 2 5 m i l l i o n

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

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

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

, T h e C e n t r a F B a n k o f I r e l a n d h o F d s r a t h e r u n d e r £ 4 0 m i l l i o n a n d i t m a y

b e e s t i m a t e d t h a t t h e I r i s h c o m m e r c i a l b a n k s h a d £ 1 6 0 m i l l i o n a t t h e e n d

o f 1 9 4 6 , m a k i n g u p a t o t a l o f £ 2 0 0 m i l l i o n . T h i s d o e s n o t , o f c o u r s e , a c c o u n t

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

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

a s w e l l a s p r i v a t e p e r s o n s . A l t h o u g h t h e C e n t r a l . B a n k o f I r e l a n d a n d t h e

I r i s h b a n k s s h o w a n a c q u i s i t i o n o f £ 1 0 m i l l i o n d u r i n g 1 9 4 6 , t h i s w a s o n l y

o n e h a l f o f t h e i n f l u x o n c a p i t a l a c c o u n t , a f u r t h e r £ 1 0 m i l l i o n b e i n g d u e t o

o t h e r I r i s h i n v e s t o r s n o t c o v e r e d b y t h e s t e r l i n g - b a l a n c e s t a t i s t i c s .

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

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

i n t h e " L o n d o n f u n d s " a l t h o u g h , o f c o u r s e , o t h e r p r i v a t e h o l d i n g s a r e n o t .

F o r S o u t h A f r i c a , o n l y t h e h o l d i n g s o f t h e R e s e r v e B a n k a r e p u b l i s h e d ; i t

i s p o s s i b l e t h a t t h e n e t s t e r l i n g p o s i t i o n o f o t h e r A f r i c a n b a n k s a c c o u n t s f o r

p a r t o f t h e " a d j u s t m e n t " m a d e i n t h e t a b l e o n p a g e 1 0 6 t o t h e t o t a l h o l d i n g s

o f t h e D o m i n i o n s i n 1 9 4 5 a n d 1 9 4 6 .

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

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

b u l k o f t h e r e m a i n d e r .

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

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

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

t h e U n i t e d K i n g d o m f r o m t h e F i n a n c i a l A g r e e m e n t s i g n e d i n W a s h i n g t o n i n

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

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

d i s c u s s i o n s h a v e b e g u n w i t h I n d i a , E g y p t a n d s o m e o t h e r c o u n t r i e s .
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The most comprehensive agreement so far concluded is that with the
Argentine in September 1946, one consequence of which was that the Argentine
purchased the British-owned railways and ancillaries (representing an original
British investment in the Argentine of over £250 million) for £150 million.
When the operation is completed the entire sterling balance, £126 million in
the spring 1946, will be absorbed and, at the same time, some traditional
foreign securities will disappear from the London market. Negotiations have
also taken place with Brazil, Portugal and other countries.

The contacts made with India and Egypt in the first months of 1947
have been confined largely to preliminary exchanges of points of view.
According to the National Bank of Egypt the "discussions put into relief the
problems which these balances raise for each of the two countries" but
detailed negotiations have yet to begin.

As is well known, the vast increase in the sterling holdings of India
and the Middle East have been the direct consequence of military expenditure
undertaken by the United Kingdom during the war. The abnormal nature

Sterling Balances of^certain Sterling-Area Countries.
Monthly, in millions of £ sterling.
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of these debts is evident from their growth : the Reserve Bank of India had
less than £50 million in August 1939, but its sterling holdings rose to
£1,300 million at the high point in April 1946, in addition to the repatriation
by the Indian Government of over £300 million sterling debt ; the total
Egyptian sterling assets rose from under £20 million before the war to a
peak of some £450 million; the sterling holdings of Palestine, which were
around £5 million before the war, are reported to have mounted to £150 mil-
lion. In these three cases alone the sterling assets have risen from about
£70 million to £1,900 million while sterling debts of some £350 million
have been paid off, so that the change in the creditor-debtor relationship
is around £2,100-2,200 million. The agreement in Washington seems
to presuppose that an adjustment of these sterling liabilities to more
realistic figures must form part of" a lasting settlement. With "the with-
drawal of troops from India and Egypt and the expansion of imports into these
countries, their sterling balances have ceased to increase as was formerly
the case, and they have, in fact, drawn on balances previously accumulated.

Owing to their direct contact with hostilities in the Pacific, A u s t r a l i a
and N e w Z e a l a n d have increased their sterling holdings by a much smaller
proportion than the countries mentioned in the previous paragraph and both
countries have considerable long-term indebtedness in London; early in 1947,
gifts of sterling to the United Kingdom equivalent to £A 25 million and
£ N Z 12% million respectively were announced as free contributions to the
war effort of the United Kingdom. And, even before the institution of
mutual aid, the Canadian Government made a free gift to the United
Kingdom of Can.f 1,000 million (say, £225 million).

In an address delivered in May 1947, the British Chancellor of the
Exchequer, referring to the sterling liabilities accumulated during the war,
explained his attitude to the problem in the following words:

"This vast accumulation of debt represents an unreal, unjust and
unsupportable burden. If lend-lease and mutual aid had been applied
among all the members of the Grand Alliance as they were applied
between the United States and the British Commonwealth, by far the
greater part of these debts would never have been charged up against
us. Sooner or later — and it would be better sooner than later — this
mass must be very substantially scaled down."

The increased attention • recently devoted to these problems has made it
a matter of greater interest that the facts and figures should be available in
a succinct form.

(c) T h e R e d C r o s s , U N R R A a n d o t h e r gif ts .

No account of assistance given during the war and its immediate
aftermath would be complete without mention of the R e d C r o s s . The
International Red Cross Committee was • formed in Geneva in 1863, and is
composed of Swiss citizens. In 1919, the various national Red Cross Societies,
formed all over the world, associated themselves into, a federal body called
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the League of Red Cross Societies. Whilst the International Red Cross
Committee is essentially a neutral intermediary between the belligerents for
the care of war victims and particularly prisoners of war, the League of
Red Cross Societies is, in the main, an organisation interested in medical
assistance and social welfare in time of peace.

The organisations work in cooperation and, in July 1941, the J o i n t
R e l i e f C o m m i s s i o n of the International Red Cross was formed, pooling
resources for the urgent relief of civilian populations. From July 1941 until its
liquidation in November 1946, the Joint Commission supplied relief, estimated
at the equivalent • of some Sw.fcs 300 million, to the civilian populations of
countries ravaged by the war; these funds were received from numerous
sources, the main contributors being the Government of Eire, the "Don Suisse"
and the Red Cross societies of South Africa and Australia. Relief was given
in the first instance to certain categories of civilians in the occupied countries
and, after the end of the war, in countries which had particularly suffered
during the hostilities ; in 1946, about three-quarters of the relief shipments
went to Germany and Austria. As the Joint Commission covered its expenses
by levies on the business it handled it was self-supporting. The work of the
Joint Commission is being continued by the "Centre d'Entr'aide internationale
aux populations civiles", which despatched merchandise valued at Sw.fcs 7.5 mil-
lion in the first four months of its activity (to February 1947).

From ist September 1939 to 31st December 1946, contributions etc.
of Sw.fcs 110.3 million were utilised by the I n t e r n a t i o n a l R e d C r o s s
C o m m i t t e e in its war work. Sw.fcs 58.5 million was contributed for special
relief purposes and, of this amount, Sw.fcs 6 million was still available at the
end of 1946; these funds were contributed from many sources: national Red
Cross Societies, international and local organisations, private societies and

persons and so on; it
I n t e r n a t i o n a l C o m m i t t e e of t h e Red Cross . ( 1 ) is not easy to give de-

tailed statistics in tabular
form. Sw.fcs 51.8 mil-
lion was received by the
International Red Cross
for its general humani-
tarian activities, as shown
in the table, about fifty
per cent, of the contri-
butions coming from
Switzerland; as the ex-
penses amounted to
Sw.fcs 54.9 million, there
was a debit balance of

0) The "War Relief Account" only, showing the sources of funds placed g w f c g T I m i l l i o n CO-
at the free disposal of the I.C.R.C. There is, further, an "ordinary - .,
account", the continuation of the peacetime book-keeping, which for the ve red U p t o S w . f c s 3 . o m i l -
years 1939-46 had receipts of about Sw.fcs 0.5 million. i j

(5) In addition, a special grant of Sw.fcs 2.0 million has been made from l i o n b y advances f r o m
the War Organisation of the British Red Cross and the Order of , c . ^ c , .
St. John, for the general financing of the I.C.R.C. t h e OWISS C o n f e d e r a t i o n .

Contributor Country

United States
British Empire:

United Kingdom. . .
Other Empire". . . .

France
Germany
Japan . .
Belgium
Switzerland
Other countries . . . .
Sundry receipts, re-

coveries, etc
Total . . .

Govern-
ments

National
Red Cross
Societies

Private
Persons

etc.
Total

in millions of Swiss francs

3.1
0.9
4.0
2.1
0.8
0.4
3.2
0.3

14.8

5.2

0.7
2.1

0.2
0.8

9.0

19.0

9.0

28.0

5.2

3.8 (?)
3.0
4.0
2.1
0.8
0.4

22.4
1.1

9.0

51.8
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Details of the work of the Red Cross are available in various publications; that
work was not finished with the cessation of hostilities, owing to the large
number of prisoners still remaining unrepatriated and the urgent needs of
the civilian populations, including displaced persons, in war-stricken areas.

U.S. War Department,
Relief Supplies.(1)

Recipient Country

Italy P)
France . . .
Balkans 0
Holland
Belgium
Philippines
Germany
Other countries 00 . .

Total . . .

In millions
of U.S.dollars

375
250
150
80
75
60
40
30

1,060

0) Total shipped up to 30th September
1945, as given in U.S. Dept. of Com-
merce "Survey of Current Business"
for March 1946. Further figures are
given in "Foreign Commerce Weekly"
of 1st February 1947. As the U.S. War
Department reported by theatre of
operations, the analysis according to
countries is only approximate and is
based on the tonnages shipped.

P) In addition to the special Italian Relief
arrangements, see footnote page 120.

P) Mainly Greece and Yugoslavia.
(4) Mostly to Norway, Denmark, Poland,

Czechoslovakia and Austria.

W h i l e h o s t i l i t i e s w e r e s t i l l p r o c e e d i n g

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

t h e W a r D e p a r t m e n t s o f t h e U n i t e d S t a t e s ,

U n i t e d K i n g d o m a n d C a n a d a , t h e t o t a l p r o b a b l y

e x c e e d i n g t h e e q u i v a l e n t o f a b o u t $ 1 , 5 0 0 m i l -

l i o n ; t h e s e w e r e t h e " P l a n A " s u p p l i e s f o r w h i c h

t h e r e c e i v i n g g o v e r n m e n t s w e r e e x p e c t e d t o

m a k e e v e n t u a l r e p a y m e n t . S o m e d e t a i l s a s t o t h e

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

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

T h e s e figures a r e a p p r o x i m a t e o n l y , e . g . for

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

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

m e n t s w i t h t h o s e c o u n t r i e s . S h i p m e n t s t o n e a r l y

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

S e p t e m b e r 1 9 4 5 . R e l i e f s u p p l i e s s e n t t o G e r m a n y

a n d A u s t r i a ( a n d A m e r i c a n s u p p l i e s t o J a p a n a n d

K o r e a ) a f t e r t h e c e s s a t i o n o f h o s t i l i t i e s a r e n o t

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

g r a m m e w a s t a k e n o v e r d i r e c t l y b y U N R R A

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

U n i t e d N a t i o n s R e l i e f a n d R e h a b i l i t a t i o n A d m i n i s t r a t i o n .

I n S e p t e m b e r 1 9 4 1 , a n o r g a n i s a t i o n f o r r e l i e f w o r k i n E u r o p e w a s f o r m e d

i n E n g l a n d a n d , i n D e c e m b e r 1 9 4 2 , a b o d y f o r f o r e i g n r e l i e f a n d r e h a b i l i -

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

U N R R A w a s f o r m e d i n N o v e m b e r 1 9 4 3 , t o w o r k i n c o n j u n c t i o n w i t h t h e w a r -

t i m e C o m b i n e d F o o d B o a r d . C o n t r i b u t i o n s o f f u n d s w e r e a s s e s s e d a t o n e

p e r c e n t , o f t h e n a t i o n a l i n c o m e i n t h e y e a r t o J u n e 1 9 4 3 o f t h o s e m e m b e r s

o f t h e U n i t e d N a t i o n s n o t i n v a d e d b y t h e e n e m y ; i n A u g u s t 1 9 4 5 , a f u r t h e r

o n e p e r c e n t , w a s c a l l e d f o r . T h e U n i t e d S t a t e s p r o v i d e d n e a r l y t h r e e -

q u a r t e r s o f t h e f u n d s a n d t h e B r i t i s h E m p i r e t h e o t h e r q u a r t e r ( a l l o t h e r

c o u n t r i e s m a k i n g u p o n l y 2 % p e r c e n t , o f t h e t o t a l ) .

T h e t a b l e s s h o w t h e s o u r c e s o f U N R R A f u n d s a n d t h e d i s t r i b u t i o n

o f s u p p l i e s p l a n n e d u p t o t h e e n d o f 1 9 4 6 ( b u t a c t u a l l y i n c o m p l e t i o n

d u r i n g t h e first h a l f o f 1 9 4 7 ) .

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

i n t h e t a b l e , A l b a n i a , t h e D o d e c a n e s e , E t h i o p i a , F i n l a n d , H u n g a r y , K o r e a

a n d t h e P h i l i p p i n e I s l a n d s . U N R R A s u p p l i e s w e r e o r i g i n a l l y i n t e n d e d

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

s c o p e w a s l a t e r e x t e n d e d t o c e r t a i n e x - e n e m i e s o f t h e U n i t e d N a t i o n s .



UNRRA
Sources of Funds.(1)

UNRRA
Programme of Operations/5 '

Contributing
Country

United States . .
Brit ish Empire (2)
Latin America(3).
Others

Total .. . .

In millions
of U.S. dollars

2,700
900

62
33

3,695 (i)

(') A l l non-invaded countries sub-
scribed 90 per cent, in the home
currency and 10 per cent, in con-
vertible currencies.

(2) Of which the United Kingdom
provided $625 million and Canada
$140 million.

(3) Almost all Latin American coun-
tries except the Argentine.

(4) Total paid or made available by
48 member governments.

Recipient Country

China

Poland
Yugoslavia
Italy . . . . . . . .
Greece
Czechoslovakia . . .
U.S.S.R. (6) . . . .
Austr ia

Others

Total . . .

Proposed
Programmes

up to
31st Dec. 1946

Actual
shipments

Outstanding
1st Jan. 1947

in millions of dollars

535

475
425
425
350
270
250
117
91

2,938

271
401
365
307
325
227
209
102
64

2,271

264
74
60

118
25
43
41
15
27

667

(5) Proposed programme up to end of 1946 in round figures. Actually
the programme was only 78 per cent, completed at the end of the
year. A revised programme with slightly modified figures was
drawn up early in 1947.

(6) Byelo-Russia and the Ukraine.

Classes

Relief:
Food
Clothing etc. (<)
Medical supplies 0) . . .

Rehabi l i ta t ion:
Agr icul ture
Industry (9)

Unclassif ied, etc

Total . . .

In millions
of U . S . dollars

1,199
428
131

346
686
148

2,938

(?) Includes textiles, textile raw materials and footwear.
(8) And sanitation.
(Cl) Includes coal and all raw materials except textile

raw materials.

F o r m o f A i d G i v e n (Programmé). R e l i e f f o r C h i n a w a s t h e l a r g e s t

o f t h e U N R R A p r o g r a m m e s b u t , o w i n g

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

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

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

b e e n c a r r i e d o u t b y t h e e n d o f 1 9 4 6 .

O f a c t u a l s h i p m e n t s n e a r l y n i n e t y p e r

c e n t , w e r e f o r e a s t e r n a n d s o u t h e r n

E u r o p e . T h e w e s t e r n E u r o p e a n c o u n -

t r i e s , F r a n c e , B e l g i u m , L u x e m b o u r g ,

H o l l a n d , D e n m a r k a n d N o r w a y , a l -

t h o u g h " i n v a d e d " c o u n t r i e s , d i d n o t

a p p l y f o r U N R R A a s s i s t a n c e . T h e s e

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

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

t o w a r d s t h e a d m i n i s t r a t i v e e x p e n s e s a n d • a l s o c o n t r i b u t e d s o m e $ 1 5 m i l l i o n o f

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

a m o u n t i n g t o $ 2 6 m i l l i o n . I n a d d i t i o n , a l l i n v a d e d c o u n t r i e s p r o v i d e d l o c a l

c u r r e n c y t o c o v e r t h e c o s t o f U N R R A M i s s i o n s o n t h e i r t e r r i t o r y , a n d

F r a n c e , H o l l a n d , D e n m a r k a n d N o r w a y m a d e s u b s t a n t i a l c o n t r i b u t i o n s t o p a y

t h e e x p e n s e s o f t h e i r p e r s o n n e l e m p l o y e d b y U N R R A o n field o p e r a t i o n s .

I t i s i m p o r t a n t t o n o t e t h a t t h e t a b l e s g i v i n g t h e " p r o g r a m m e " a n d t h e

" f o r m o f a i d g i v e n " a r e b a s e d o n F . A . S . v a l u a t i o n s , t h a t i s " f r e e a l o n g s i d e

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

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

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

" p r o g r a m m e " o f r a t h e r u n d e r $ 3 , 0 0 0 m i l l i o n . I t w a s a c o n d i t i o n o f U N R R A

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

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



The following graph shows, in millions of dollars, monthly exports
from the United States on UNRRA account from February 1945 onwards
(thus covering a large proportion of UNRRA supplies).

UNRRA Shipments from the United States.*
Monthly, in millions of dollars.
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T h e l a r g e s t s h i p m e n t s

w e r e c o n c e n t r a t e d i n t h e

p e r i o d N o v e m b e r 1 9 4 5 t o

S e p t e m b e r 1 9 4 6 , f a l l i n g o f f

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

1 9 4 6 , p a r t l y a s a r e s u l t o f

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

F o o d s h i p m e n t s w e r e m o s t

i m p o r t a n t i n t h e e a r l y m o n t h s

o f 1 9 4 6 a n d a g a i n i n t h e

a u t u m n ; t h e y a v e r a g e d i n

v a l u e 6 1 p e r c e n t , o f a l l

s h i p m e n t s u p t o t h e e n d

o f 1 9 4 6 .

• Acco rd ing to the trade returns of the U . S . Department of Commerce.
A l t h o u g h p r i v a t e

r e l i e f a g e n c i e s w e r e a s

a c t i v e i n 1 9 4 6 a s i n 1 9 4 5 , y e t t h e i r s h i p m e n t s f r o m t h e U n i t e d S t a t e s i n

1 9 4 6 w e r e l i t t l e m o r e t h a n o n e - t e n t h o f t h o s e o n U N R R A a c c o u n t . P r i v a t e

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

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

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

w a r - t o r n a r e a s a f t e r t h e c e s s a t i o n o f h o s t i l i t i e s . B u t i t i s e v i d e n t t h a t p r i v a t e

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

c o p e w i t h e v e n t h e m o s t u r g e n t n e e d s i n 1 9 4 6 .

A n d t h e U N R R A p r o g r a m m e s c h e d u l e d t o e n d i n D e c e m b e r 1 9 4 6

w i l l b e p r a c t i c a l l y c o n c l u d e d i n t h e f i r s t h a l f o f 1 9 4 7 , t h e c h i e f e x c e p t i o n

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

T h e D i r e c t o r - G e n e r a l o f U N R R A e s t i m a t e d , i n N o v e m b e r 1 9 4 6 , t h a t r e l i e f

n e e d s i n 1 9 4 7 w o u l d a m o u n t t o $ 2 , 5 0 0 m i l l i o n , i n c l u d i n g $ 1 , 0 0 0 m i l l i o n f o r

f o o d a l o n e a n d p r o p o s e d a U n i t e d N a t i o n s e m e r g e n c y f o o d f u n d o f a t l e a s t

$ 4 0 0 m i l l i o n . R e l i e f n e e d s w e r e l a t e r p u t a t $ 6 1 0 m i l l i o n , o f w h i c h t h e

U n i t e d S t a t e s s h a r e w o u l d b e 5 7 p e r c e n t . , t o b e g i v e n d i r e c t l y b y a g r e e m e n t t o

A u s t r i a , G r e e c e , H u n g a r y , I t a l y , P o l a n d a n d

C h i n a ; i n F e b r u a r y 1 9 4 7 , t h e P r e s i d e n t o f t h e

U n i t e d S t a t e s a s k e d C o n g r e s s t o a p p r o v e a

g r a n t o f $ 3 5 0 m i l l i o n f o r t h i s p u r p o s e , t h e

final t e x t o f t h e b i l l b e i n g s i g n e d a t t h e e n d

ö f M a y . A n d r e l i e f f o r d i s p l a c e d p e r s o n s

i s t o b e p r o v i d e d b y t h e I n t e r n a t i o n a l

, , , . . . .. , , „ „ . . . R e l i e f O r g a n i s a t i o n w h i c h , i t w a s e s t i m a t e d ,

0) As shown by the U.S. Department of & «, . . . .
commerce. w o u l d s p e n d t h e e q u i v a l e n t o f $ 1 5 0 m i l l i o n

(2) Including U. S. contribution to the Red , . . r r . -uru i
Cross etc. ' d u r i n g i t s f i r s t y e a r o f o p e r a t i o n s . W h a t e v e r

U.S. Relief Shipments/

In millions
of U.S. dollars

UNRRA

Private Relief () . .

1945

355

126

1946

1,015

108



is finally accomplished, it seems evident that relief will again be provided
mainly from Anglo-Saxon sources and will be on a much smaller scale than
under UNRRA.

Cost of administration
and personnel in

Germany (andAustria) 1945-46.*

(d) F i n a n c i n g of t h e O c c u p a t i o n of G e r m a n y ( a n d J a p a n ) .

The division of Germany into four zones makes it difficult to give
comprehensive statistics not only about the situation in Germany itself but
also as regards the financial and material aid given to Germany by the
occupying powers. Such aid has been given in a form not immediately re-
coverable, contrasting with the credits to Allied countries obtained only after
long negotiations and on strict terms.

About a year ago figures were published regarding the cost of
administration and personnel in Germany (and Austria) on an annual basis
for the three western zones. These figures are not comparable amongst
themselves and are not comprehensive, in that they exclude the cost of the
occupying troops and other expenses.

More up-to-date figures are difficult to
ascertain with any degree of accuracy and
comparability. The monthly report of the
U n i t e d S t a t e s Military Governor of Germany
for December 1946 states that direct imports
of food, including deliveries from U. S. army
stores, for the seventeen months from August
1945 to December 1946, amounted to $395
million for the United States zone of Germany
alone. Later figures given by the U. S. Mili-
tary Governor showed that since the end of
the war the American taxpayer had paid in
all nearly $500 million in support of Germany,

not including the maintenance of the army of occupation. In the United States
budget estimates for the financial years ending June 1947 and June 1948
a new item entitled "Foreign relief; W a r Department (occupied territories)"
was given as $556 million and $645 million respectively, these figures
evidently including the-occupation of Japan.

At the time that the B r i t i s h figure of £80 million was given for
Germany (and Austria), it was explained that of this amount approximately
£50 million was regarded as "recoverable" in due course and that there were
some hopes of recovering a further £20 million, although it was very un-
certain when any recovery could in fact be made, while the balance should
be written off as lost. During the financial year to March 1947 it was found
necessary to raise the estimated expenditure of the Control Office to nearly
£120 million, the figure being reduced, however, to £86 million in the estimates
for the year ending March 1948. In April 1947, it was stated in Parliament that

Occupying Power

United States $ 200 million

British £ 80 million

French Fr.fcs 5,150 million

Equivalent
in millions

of
U.S. dollars

200

320

43

* Figures given are not directly comparable
and should not, therefore, be added.



the approximate cost of assistance to the German economy, up to the end
of March 1947, had been £140 million; this figure represents the deficit
between German exports and essential imports into the British zone (and,
of course, excludes the cost of maintaining the occupying forces.) v

The fusion of the British and American zones of Germany from
ist January 1947 was expected to bring some saving in administration and
other expenditure but the cost of food supplies for the German population
still remains. The new Import-Export Agency established for the British and
American zones has received credits in London and in New York as initial
working capital to be used for the import of raw materials. The Anglo-
American agreement estimated the trading deficit of the combined zones at
rather over $1,000 million during the three years 1947-1949, to be shared
equally by the two occupying powers. (For the United Kingdom, the £125 mil-
lion to be provided up to 1949 represents largely an expenditure of "hard cur-
rency", while the cost of administration, in the neighbourhood of £30 million
per annum, is mostly outlay in sterling.) After the first three years it is hoped
that German exports will expand sufficiently to cover necessary imports, including
food, and eventually repay part of the expenses of the occupying powers.

Austria, being considered as a "liberated country", is subject to a different
régime from Germany, although under occupation by the four powers, but
figures given above covering the cost of administration and occupation in
Germany generally cover Austria also. Post-war credits granted to Austria
are mentioned later.

2. N e w Post-War Foreign Lending.

New post-war foreign lending has been in a variety of forms: inter-
governmental loans, loans and credits by government agencies, credits under
monetary agreements (sometimes directly between central banks), credits
guaranteed under export credit insurance schemes, etc. But, in practically
all cases, the risks have been taken by the lending government; private
lending with private risk-taking has been almost negligible. In accordance
with the plan given on page 97 this attempt to give a comprehensive
survey of the new foreign lending is arranged under the following headings :

(a) Governments.
(b) Monetary and payments agreements,
(c) Capital markets and banks, and
(d) Export credit insurance.

(a) G o v e r n m e n t s .

In addition to the credits granted in order to terminate wartime
arrangements and for the disposal of surplus property etc., a number of
inter-governmental loans and credits have been negotiated since the end of
the war. Up to December 1946, the total of these credits appears to be in
the neighbourhood of $8,000 million, of which under one-third had actually
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been utilised. The following table shows the main credits of this nature,
excluding credits under monetary and similar arrangements which are
considered later.

G o v e r n m e n t a l L o n g - t e r m L o a n s a n d C r e d i t s : e n d o f D e c e m b e r 1 9 4 6 . 0 )

Lending Government

Un i ted States
Treasury Department
Export-Import Bank .

Canada

Un i t ed K ingdom . . .

Sweden

Tota l (approximate)

Borrower

United Kingdom. .

Various countries .

United Kingdom .

Various countries .

France

Various countries .

U.S.S.R

Date of agreement

December 1945 . .

July 1945 to
December 1946.

March 1946 . . . .

up to January 1947

March 1945 et seq .

April 1944 to
July 1945. . . .

October 1946 . . .

Total
limit of
credits

Amoun

end
of

1946

drawn

end
of March

1947

in millions of U.S. dollars

3,750

1,600 (2)

1,250

600

400

180

280

8,060

600

440 (2)

540 (?)

310 (3)

400

150W

10.(5)

2,450

1,100 (6)

400

150«

10«

0) Excluding credits given under monetary and payments agreements.
(2) Export- Import Bank loans dur ing the eighteen months to December 1946 excluding the three loans given

under terms simi lar to those of the Lend-Lease A c t , Sect ion 3 ( c ) . See detai led stat is t ics on later page.
(3) A s at the end of January 1947. (4) Est imated.
(5) Estimated smal l amount debited in sett lement of former Swedish c la ims on the U.S.S.R.
(e) For detailed table of drawings see page 137.

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

h a l f o f t h e t o t a l l o a n s g r a n t e d a n d , w i t h t h e l o a n s o f t h e E x p o r t - I m p o r t

B a n k , U n i t e d S t a t e s l e n d i n g m a k e s u p a b o u t t w o - t h i r d s o f t h e t o t a l .

T h e c r e d i t t o t h e U n i t e d K i n g d o m , w h i c h w a s a p p r o v e d b y C o n g r e s s

i n J u l y 1 9 4 6 , i s a v a i l a b l e u p t o t h e e n d o f 1 9 5 1 ; i t b e a r s i n t e r e s t a t

2 p e r c e n t , a n d i s r e p a y a b l e i n fifty a n n u a l i n s t a l m e n t s b e g i n n i n g i n D e c e m b e r

1 9 5 1 . A c c o r d i n g t o t h e t e x t o f t h e a g r e e m e n t , " T h e p u r p o s e o f t h e l i n e

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

s e r v i c e s i n t h e U n i t e d S t a t e s , t o a s s i s t t h e U n i t e d K i n g d o m t o m e e t t r a n -

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

U n i t e d K i n g d o m t o m a i n t a i n a d e q u a t e r e s e r v e s o f g o l d a n d d o l l a r s a n d t o

a s s i s t t h e G o v e r n m e n t o f t h e U n i t e d K i n g d o m t o a s s u m e t h e o b l i g a t i o n s o f

m u l t i l a t e r a l t r a d e , a s d e f i n e d i n t h i s a n d o t h e r a g r e e m e n t s . "

T h e E x p o r t - I m p o r t B a n k w a s o f v i t a l i m p o r t a n c e i n t h e e m e r g e n c y

financing u p t o t h e m i d d l e o f 1 9 4 6 , a s i s i l l u s t r a t e d i n t h e d e t a i l e d t a b l e s

o n t h e n e x t p a g e . I n a d d i t i o n t o $ 6 5 5 m i l l i o n l e n d - l e a s e l o a n s d e s c r i b e d

o n p a g e 9 9 , t h e B a n k g r a n t e d l o a n s a n d c r e d i t s d u r i n g t h e p e r i o d J u l y 1 9 4 5

t o J u n e 1 9 4 6 a m o u n t i n g t o $ 1 , 5 4 0 m i l l i o n , o f w h i c h s o m e $ 4 4 0 m i l l i o n h a d

b e e n u t i l i s e d b y t h e e n d o f 1 9 4 6 .

T h e B a n k d o e s n o t g r a n t l u m p - s u m l o a n s b u t p r o v i d e s f u n d s u n d e r

c r e d i t a u t h o r i s a t i o n s w h e n t h e b o r r o w e r h a s g i v e n s a t i s f a c t i o n r e g a r d i n g t h e
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purposes of the credit, the need of the country for external loans and its
capacity to repay. It is the Bank's policy to discourage the use of credits
for .the purchase of commodities in scarce supply in the United States;
funds are supplied only for the purpose of acquiring American commodities
and services (including shipping) and, in March 1946, the Bank adopted
the policy of requiring that marine risk contracts should be in United States
dollars. In general, the terms of loans granted by the Export-Import Bank
were such as to cover the cost of borrowing by the U. S. Treasury (which
supplied the funds) plus an allowance for administrative expenses and the
credit risk on the loan; 20-30 year loans to foreign governments for recon-
struction purposes were granted at 3 per cent, interest while 3/4 or 4
per cent, was charged on other long-term loans, rates on short-term credits
varying according to circumstances. Mention should also be made of the special
cotton credits with regard to which $100 million was allocated for use by
European countries.

But the lending power of the Bank was approaching exhaustion by June
1946 and, in the last six months of the year, new loan authorisations hardly
exceeded $50 million, while earlier authorisations of over $100 million expired
or were cancelled, so the total outstanding fell.

In January 1947, the Export-Import Bank released for publication a
letter, addressed by its Chairman to the Italian Minister of Foreign Trade,
which stated: "the Bank has decided that it must bring to an end its
programme of large emergency reconstruction loans". The Bank was therefore
unable to grant the Italian request in the form presented ; but it earmarked
$100 million of its remaining resources for credits to specific Italian industries
"to restore and expand their export markets" during 1947.* Later in January
1947, various credits totalling $37 million were authorised for Finland and, in

Italy has received substantial aid from the United States and the British Empire. In addition
to making no claim for reparations and waiving all rights to • German war material left behind in
Italy, the United States and the British Empire together granted aid, from the landing in Sicily '
up to the end of December 1946, exceeding $1,700 million, of which, apart from the refund of
troops' pay, only $185 million appears as credits.

i1) Civilian Relief provided by
Ha I y War Departments of the

Supplies shipped and financial aid and credits from Allies. Ä Ä
in Sicily up to September
1945. Partly estimated.

(2) The programme of the Foreign
Economic Administration of
the United States for the
continuation of supplies after
September 1945 (otherwise

-known as the YB programme)
under which $100 million of
lend-lease funds were ear-
marked for basic supplies to
Italy; a further $40 million
was allocated for the expenses
of shipping supplies.

(3) Round figures, assuming the United States proportion at 70 per cent.. $131 million of the total
remained to be shipped in 1947. : (4) to (?) see opposite page.

From 1943 to end of 1946

Civilian relief (1)
F.E.A. programme (!) . . .
UNRRA (3)
U.K. surplus war stocks («)
Troop pay refund
Export-Import Bank credit (6)
U.S. surplus stocks credi to

Totals . . .

United
States

British
Empire

Total

in millions of dollars

375
140
373

159(5)
25

160

1,232

125

160
220

4

509

500
140
533
220
163
25

160

1,741
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March 1947, arrangements were made with Norway regarding the utilisation of
a credit of $50 million which had been authorised as early as July 1945.

Export-Import Bank: Authorisations and Disbursements.

Periods

February 1934 to June 1945 . . . .
After June 1945:

1945 July-December
1946 January-June

July-December . . . . . . .

Total . . .

Grand totals . . .

Authorisations 0)

new expired or
cancelled

net
new

Disbursements

new repay-
ments etc.

net
new

In millions of dollars

1,269

1,040
1,157

54

2,251

3,520

428

10
13

110

133

561

841

1,030
1,144
— 56

2,118

2,959

497

59
499
537

1,095

1,592

290

21
17
23

61

351

207

38
482
514

1,034

1,242

New Credits A u t h o r i s e d . 0 '
July 1945 to December 1946.

Total Amounts Drawn.
June 1945 and December 1946.

Borrowing country

Europe: Lend-Lease
France . . 550
Holland . . 50
Belgium . 55
Norway . .
Poland
Finland . . . . . . . . . . .
Greece . . . . . . . . .
Denmark
Other European countries .

Total for Europe
Latin America .
Asia .
Various

Other
650
250
45

Total Authorisations . . .

In millions
of dollars

1,200
300
100
50
40
35
25
20

102

1,872
139
225

15

2,251

Borrowing country

Europe:
France
Holland
Belgium
Other

European countries .

Total for Europe . . . .

Latin America

Asia

Various

Grand totals . . .

June
1945

Dec.
1946

In millions of dollars

27

27

130

49

1

207

621
114
98

117

950

217

74

1

1,242

L e n d i n g P o w e r s at end of December 1946.
(') Including advances from other participants.
(2) By the Export-Import Bank Act of 1945 the capital

stock of the Bank was raised to $1,000 million,
subscribed by the Government of the United
States, and the Bank was further permitted to
borrow up to an amount .not exceeding two-and-
a-half times the authorised capital stock.

(3) The net new authorisations of $2,959 million, as
shown in the first table, less $27 million sub-
scribed by other participants.

C) Repayments as shown in the first table. As
repayments are made, lending power is released
to a similiar amount.

(5) The margin left between the utilised authorisa-
tions and the statutory limit.

(4) T h e est imated value of U n i t e d K i n g d o m surp lus stores after al lowing for paymen t f rom Italy
in respect of th i s and other U n i t e d K i n g d o m claims (see tab le page 123).

(5) T h e a m o u n t commi t t ed to t h e end of 1946 u n d e r t h e T r o o p Pay (or Y T ) p r o g r a m m e ;
$100 mill ion h a d been paid in two ins ta lments by tha t da te . T h e dollars are credi ted t o a
special account of t h e - Italian G o v e r n m e n t to be utilised for t h e purchase of suppl ies in the
U n i t e d States. Fu r the r , in 1947, t h e U n i t e d States credi ted Italy w i th $101 mill ion for re-
imbur semen t of currency and suppl ies ut i l ised by t h e U . S. A r m y , in addi t ion to t roops ' pay.

(6) T h e E x p o r t - I m p o r t Bank co t ton loan, gran ted to Italy in O c t o b e r 1945. .
( ') T h e credit g ran ted by t h e Fore ign L iqu ida t ion Commiss ioner for purchase of U . S. surplus

stores (see page 100).

Statutory l im i t (2)

Ut i l ised:
Authorisations (net) (3) . . 2,932
Repayments (') 351

Remaining lending authority ( ' ) . . .

In millions
of dollars

3,500

2,581

919
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After the United States the most important lender on foreign account
has been the C a n a d i a n G o v e r n m e n t with a total of nearly Can.$2,ooo mil-
lion, of which over 60 per cent, was lent to the United Kingdom, the terms
of this loan as to interest and amortisation being similar to those of the
United States loan. Other loans of the Canadian Government have been
made under Part II of the Export Credits Insurance Act of 1944 (and 1945),
which authorised direct loans up to Can.$7So million for the purchase of
Canadian-produced goods; the terms of the most important loans are given
in the table. Of the total of Can.$i,845 million authorised some
Can.$i,ooo million remained unspent at the end of 1946.

Canadian Government: Post-war Foreign Loans and Credits.

Borrowing country

United Kingdom

Belgium

Czechoslovakia

Holland
Dutch East Indies . . . .
Norway
U.S.S.R

Totals . . . . . . .

Date
of agreement

March 1946 . .
October 1945 .
1945
April 1945 . . .
April 1946 . . .
May 1945 . . .
October 1945 .
September 1945
1945

Interest
rate

per cent

.2
3
3
2'/,
3
3
2%
2%
2

Maturity
dates

1951—2000
1947—76
1948—77
1950—54
1947—76
1950—76
1950—54
1951—59
1950

Amount
granted

Utilised at end of

March
1946

January
1947

in millions of Can.$

1,250
100
60
19

242/2

125
15
30

3

1,844X

25

3
*

25
1%
9/2

2%

67

540
51
17/2

4
145/2

67
5/2

16/2

3

850

* France: Actually temporary advances of Can.$80 million had been made in anticipation of the credit but not
debited by the end of March 1946.

T h e U n i t e d K i n g d o m l o a n t o F r a n c e o f £ i o o m i l l i o n a r o s e f r o m t h e

m o n e t a r y a g r e e m e n t o f M a r c h 1 9 4 5 , u n d e r w h i c h t h e F r e n c h h a d d r a w n

£ 1 5 0 m i l l i o n w h e n t h e p a c t e x p i r e d i n F e b r u a r y 1 9 4 6 ; £ 4 0 m i l l i o n w a s r e p a i d

i n g o l d a n d t h e b a l a n c e l a t e r r e d u c e d t o £ 1 0 0 m i l l i o n , w h i c h w a s c o n s o l i d a t e d

i n D e c e m b e r 1 9 4 6 i n t o a l o a n a t % p e r c e n t , i n t e r e s t , t h e c a p i t a l b e i n g

r e p a y a b l e i n t w e l v e a n n u i t i e s b e g i n n i n g i n 1 9 5 0 .

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

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

K i n g d o m ' s " c o n t r i b u t i o n t o w o r l d r e c o v e r y i n g r a n t s a n d c r e d i t s " , a s i t w a s

g i v e n i n P a r l i a m e n t o n 3 0 t h A p r i l 1 9 4 7 , a l t h o u g h t h e t a b l e ( a t t h e f o o t

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

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

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

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

m e n t s , e t c . ; t h e l a t t e r a r e d e a l t w i t h o n p a g e 1 2 6 . T h e f o u r p r i n c i p a l

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

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

t o t h e c e s s a t i o n o f h o s t i l i t i e s . O f t h e t o t a l o f a b o u t S . K r . 5 5 0 m i l l i o n l o n g -

t e r m r e c o n s t r u c t i o n l o a n s g r a n t e d , p e r h a p s S . K r . 4 5 0 m i l l i o n h a d b e e n d r a w n

a t t h e e n d o f 1 9 4 6 . I t s h o u l d b e n o t e d t h a t t h e s e f i g u r e s c o v e r o n l y t h e
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Swedish Government:
Post-war Reconstruction Credits.

Borrowing
country

D e n m a r k . . . .
Finland . . . .

Holland . . . .
Norway . . . .

Total

Date of
Agreement

July 1945 . . .
October 1944

and May 1945
October 1944 .
Apri l 1944 . . .

Interest
rate

per cent.

3%

3%
3
3/» C)

. Maturity
dates

(1)

(')
1948-52

(')

Amount
granted

in millions
of S.Kr.

11OP)

159
75 P)

200

544

(1) To be agreed upon later after discussion (see page 141).
(2) A further special credit of S.Kr. 10 million was given in January 1946

at 1 per cent.
(3) Further, private credits of about S.Kr. 50 million were authorised (see

later in text).
(4) Reduced to 3 per cent, from 1st January 1947.

p o s t - w a r , f o r e i g n c r e d i t s

g i v e n b y S w e d e n a n d

t h u s e x c l u d e w a r t i m e

d o n a t i o n s a n d g i f t s a s

w e l l a s t h e S . K r . 2 1 8 m i l -

l i o n c r e d i t s g i v e n i n t h e

e a r l y w a r y e a r s , p r i n -

c i p a l l y t o F i n l a n d , a n d

t h e s o - c a l l e d " L e g a t i o n "

c r e d i t s o f s o m e S . K r .

4 0 5 m i l l i o n , m a i n l y t o

D e n m a r k , H o l l a n d a n d

N o r w a y ( o f w h i c h S . K r .

2 0 0 m i l l i o n h a s b e e n

w r i t t e n o f f ) .

F u r t h e r , S . K r . 8 0 m i l l i o n o f F r e n c h d e b t u n d e r t h e p a y m e n t s a g r e e m e n t

w a s c o n s o l i d a t e d i n J u n e 1 9 4 6 , t o b e r e p a i d o v e r five y e a r s f r o m J u l y 1 9 4 8 .

U n i t e d K i n g d o m : P o s t - w a r g r a n t s a n d c r e d i t s .

(a) Non-recoverable Expendi ture:
UNRRA contributions
United Kingdom share of non-recoverable cost of Combined Civil Affairs supplies

(Military Relief) •
Malta
Greece (maintenance and initial equipment of armed forces)
Greece (surpluses)
Italy (estimated value of surpluses after allowing for payments from Italy in respect of this

and other United Kingdom claims under the Financial Agreements of 17th April 1947)
Austria (supplies to British Zone before UNRRA undertook supply responsibility in

April 1946)
Austria (estimated non-recoverable portion of £8.5 million post-UNRRA assistance

to Austria)
Austria (surplus machine tools)
Hungary (surplus machine tools)

Total (round figures) . . .

(b) Repayable Loans and Cred i ts :
United Kingdom share of recoverable cost of Combined Civil Affairs supplies (Military Relief)
Burma (Grants to 31st March 1947)
France (under Financial Agreements) . .
Greece (Stabilisation Loan)
Holland (Government loan and estimated value, subject to adjustment, of military

equipment and surpluses)
Czechoslovakia (credit for commercial purposes) . .
Czechoslovakia (surplus goods credit)
Austria (estimated recoverable portion of post-UNRRA assistance, including raw

material credit)
Hungary (wool credit) . . .

Total (round figures) . . .

(c) G èrman y :
Approximate total cost to 31st March 1947 of assistance to German economy (excluding

occupation costs) •

In £ millions

155

38
30
29
2.5

55

10

6
0.1
0.2

325

62
30

100
10

60
5
2.5

4
0.5

275

140

G r a n d T o t a l of t h r e e c l a s s i f i c a t i o n s . . 740
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In October 1946, the Swedish Government concluded an agreement with
the U.S.S.R. under which a credit of S.Kr. 1,000 million was to be made
available over a period of five years (with a maximum of S.Kr. 300 million
in any year). The credit is repayable within 15 years with interest at
3 per cent., the effective rate being z3l& per cent, as no interest is to be
charged during the first three years. Under this basic agreement Russian
trade officials negotiate direct with the respective Swedish industrialists for
deliveries; deliveries made up to the end of March 1947 were still very small.

Although falling outside the period under review, mention may be made
of the loan by the U.S.S.R. to Poland, in March 1947, of $28.9 million in
metallic gold, repayable within thirteen years at 1% per cent, interest, and
the conclusion of an agreement covering reciprocal financial obligations and
other matters.

Not shown in the general table on page 119, as they are not easily
comparable with the other loans, are the two special arrangements for loans
made by the A r g e n t i n e with Spain and Chile. Under the agreement with
Spain of 30th October 1946, the Argentine Government agreed to lend
Pesos 400 million for 25 years to cover Spain's outstanding liabilities and to
finance purchases of Argentine products. The Spanish Government is to
issue bonds at 96 with interest at 3 % per cent, (plus cumulative annual
sinking-fund at 2.45 per cent.) to the Argentine Institution for the
Promotion of Foreign Trade, which will give its guarantee and float the bonds
on the stock exchanges as the money is required. In addition, the Argentine
granted Spain a revolving credit of Pesos 350 million for three years at
2% per cent. The total loan and credit arrangements therefore cover a
maximum of Pesos 750 million (the equivalent of over $220 million).

The agreement signed between the Argentine and Chile on
13th December 1946 had a much wider scope, including a limited customs
union, transit facilities, etc. The Argentine Government undertook to invest
in Chile up to Pesos 300 million at a minimum rate of interest of 4 per
cent, through a mixed company for the purpose of exploiting and developing
Chilean mines and industry. Further, the Argentine agreed to grant a
long-term loan to Chile of Pesos 300 million for public works and the
development of trade, on terms and conditions similar to those for the loan
to Spain. Finally, the Argentine granted a revolving credit of Pesos 100 mil-
lion for three years at 3 % per cent, to cover temporary trade deficits. The
total of the loans and credits to Chile thus reaches Pesos 700 million
(equivalent to nearly $210 million).

The Argentine has also granted a number of short-term credits,
the most important of which was that to France in October 1945 for
Pesos 150 million, raised to Pesos 600 million in December 1946 (with an
exchange guarantee for repayment after three years in U. S. dollars or gold).
Including minor credits to other countries the total of the loans and credits
arranged by the Argentine up to the end. of 1946 appears to exceed
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Pesos 2,000 million (the equivalent of nearly $650 million at the official
rate) only a fraction of which would, however, appear to have been
utilised by the spring of 1947.^ ,

(b) M o n e t a r y a n d p a y m e n t s a g r e e m e n t s .

A typically European development dating from the close of the war
has been the spreading network of m o n e t a r y a n d p a y m e n t s a g r e e m e n t s ,
made in an effort to facilitate the resumption of foreign trade; although
bilateral in form they tend to spread uniform conditions over a wide area
and are generally multilateral in spirit and in effect. While the first agreement
of the kind was concluded in London, in 1944, between Holland and the
Belgo-Luxembourg Union, the U n i t e d K i n g d o m has been a leading
country in this field and the following table indicates a number of these
agreements.

British Reciprocal Monetary Credits.(1)

Partner country Date of original
agreement

Term
in

years

Exchange rate
(currency

units to£1)

Present
credit l imits

£ sterling local currency
millions

Belgium . . . .

Sweden

Denmark . . . .

Holland

Czechoslovakia .

Norway

Switzerland . . .

Portugal . . . ,

October 1944 . .

January 1945 . .

August 1945 . .

September 1945

November 1945.

November 1945 .

March 1946. . .

April 1946 . . .

3

5

5

3

3

5

3

2

176.625

16.9OC2)

19.34

10.691

201.50

20.00

17.35

100.00

35

10

1

B.fcs 883

S.Kr. 567

D.FI. 107

Kcs 200

— CO

Sw.fcs 260

Esc. 500

0) In these agreements the United Kingdom is the focal point for the whole sterling area.
(2) Changed to 14.50 in July 1946. (3) No limit fixed.

T h e a g r e e m e n t s c o n t a i n a n u m b e r o f i m p o r t a n t f e a t u r e s i n c o m m o n :

( a ) t h e y s e t t h e o f f i c i a l r a t e o f e x c h a n g e b i l a t e r a l l y b e t w e e n t h e c o n t r a c t i n g

p a r t i e s / 2 ) a n d ( b ) t h e y e s t a b l i s h m a c h i n e r y t h r o u g h w h i c h e a c h c o u n t r y m a k e s

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

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

a t t h r e e m o n t h s ' n o t i c e b y e i t h e r p a r t y a n d w a s s u b j e c t t o r e v i e w a n d a d -

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

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

t h e a g r e e m e n t w i t h flexibility. G e n e r a l l y , a m i n i m u m b a l a n c e w a s t o b e h e l d

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

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

C1) In M a r c h 1947, it was announced that , in connect ion wi th a t r ade agreement t o b e signed between
the t w o countries, t h e Argent ine would grant Italy a credit of Pesos 250 million and also invest
Pesos 250 million in Ital ian 23U per cent, bonds . And , in Apr i l 1947, the Argent ine granted a
Pesos 50 million revolving credit to Bolivia ; a mixed company was also set u p t o p romote Bolivian
exports t o the Argent ine , and the Argent ine under took to invest in pub l i c utili t ies in Bolivia.

(2) T h e original agreements were negotiated before t h e const i tut ion of t h e In ternat ional Mone ta ry F u n d
and had a clause whereby t h e t e rms were m a d e subject to review and a m e n d m e n t in t h e event
of e i ther contract ing par ty ' s adher ing to a generalised internat ional mone ta ry agreement . '
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either party. In practice some limits originally set have become rather
theoretical and have been omitted from the table, e. g. the limits for the
British overdraft on Denmark and the Swiss and Swedish overdrafts on England.

Under such an agreement the French Government ran up a large
sterling debt which was consolidated into a loan (see earlier paragraph);
by the end of 1946, the Danish Government had a debt of £33% million
and a limit of £35 million was fixed. '

In some other cases the balance of payments has been the other way
and the British have utilised their overdraft : of the Swiss limit of
Sw.fcs 260 million only Sw.fcs 174 million (£10 million) was available up to
12th March 1947 and, as this amount was totally utilised before that date,
largely owing to purchases of Swiss goods by India and South Africa, the
British were forced to transfer gold for several million pounds.

S w e d i s h official credits for commercial purposes, granted partly direct
and partly under reciprocal payments agreements, had an aggregate limit of
S.Kr. 1,000 million at the end of 1946 (excluding the S.Kr. 80 million French
debt consolidated in June 1946). Over half of the total was accounted for by

the United Kingdom: S.Kr. 350 mil-
lion (about £21 million) , was the
Swedish sterling holding accumulated
up to April 1946 and a further accu-
mulation of S.Kr. 217 million (about
£15 million) was foreseen up to April
1947; in fact, at the end of ,1946,
the sterling holding on this account
was less than it had been in April
1946. Of the other S.Kr. 430 million
commercial credits granted it may be
estimated that about three-quarters had
been utilised by December 1946. Thus,
including the sterling holding and the
consolidated credits to Finland, the total
of commercial credits actually utilised
amounted to the equivalent of about
$180 million at the end of 1946.

Swedish Credits
fo r c o m m e r c i a l p u r p o s e s '

end of December 1946.

Borrowing Country

Belgium
Czechoslovakia .
Finland
France
Holland
Norway
Poland
United Kingdom

Total

Date of
original

agreement

June 1945 . .
November 1945
February 1946
June 1945 . .
November 1845
November 1946
August 1945 .
January 1945.

Limit of
Credit

in millions
of S.Kr.

100
24

. 75
60 O
45
30

100
567 (2)

1,001

(1) Excluding the S.Kr. 80 million consolidated in June
1946 (see page 123).

(2) S.Kr. 350 million (say £21 million) sterling holdings
accumulated up to Apri l 1946 plus the unutilised
margin of S.Kr. 217 million (say £15 million) envisaged
up to the end of April 1947.

T h e p o s t - w a r m o n e t a r y c r e d i t s o f S w i t z e r l a n d ( i . e . e x c l u d i n g t h e c r e d i t s

t o G e r m a n y a n d I t a l y d u r i n g t h e w a r w h i c h h a v e r e m a i n e d u n s e t t l e d ) w e r e

g r a n t e d u p t o p o s s i b l e l i m i t s t o t a l l i n g S w . f c s 6 4 0 m i l l i o n ( p a r t o f w h i c h c o u l d

o n l y b e u t i l i s e d a f t e r 1 9 4 6 ) . B y t h e e n d o f 1 9 4 6 , S w . f c s 4 8 0 m i l l i o n h a d b e e n

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

h a d u t i l i s e d t h e i r c r e d i t s h e l d S w i s s f r a n c b a l a n c e s a m o u n t i n g t o S w . f c s 1 3 0 m i l -

l i o n , s o t h a t t h e n e t a m o u n t o f c r e d i t g r a n t e d w a s S w . f c s 3 5 0 m i l l i o n . N o r w a y

h a d a t n o t i m e u t i l i s e d h e r c r e d i t a n d C z e c h o s l o v a k i a h a d a b a l a n c e o f

S w . f c s 3 5 m i l l i o n ( i n N o v e m b e r 1 9 4 6 ) w h i l e P o l a n d ( n o t i n c l u d e d i n t h e

t a b l e ) a l s o h a d a " s u b s t a n t i a l b a l a n c e " o n t h e s p e c i a l c o a l a c c o u n t .
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S w i s s M o n e t a r y C r e d i t s : end of D e c e m b e r i g46 .

Partner country

Belgium
Holland*
France .
United Kingdom . . . .
Norway
Czechoslovakia . . . .

Totals . . . .

Date of
original

agreement

July 1945
October 1945 . . .
November 1945 . .
March 1946 . . . .
March 1946 . . . .
May 1946

Duration
in

years

3
3
3
3
1

one month's
notice

Limit
of

credits

Swiss
credit

utilised

Partner
country's
holding

of Sw.fcs

in millions of Sw.fcs

41
26

300
260

5
10

642

28
4

276
174

482

37
15
46
33

131

* There was, further, a five-year private banking credit of Sw.fcs 50 million granted in May 1946 and guaranteed
by the Confederation, of which Sw.fcs 33 million had been drawn at the end of 1946, see page 132.

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

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

t h e e n d o f 1 9 4 6 . F o r p u r p o s e s o f c o m p a r i s o n t h e f i g u r e s a r e c o n v e r t e d i n t o

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

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

A t t h e e n d o f 1 9 4 6 , F r a n c e h a d a g r e e m e n t s w i t h t w e n t y c o u n t r i e s

h a v i n g a g g r e g a t e c r e d i t l i m i t s e q u i v a l e n t t o $ 3 7 5 m i l l i o n , w i t h a c t u a l s h o r t -

t e r m d e b t s t h e e q u i v a l e n t o f $ 2 0 8 m i l l i o n a n d c r e d i t s o f $ 4 1 m i l l i o n , t h e

n e t i n d e b t e d n e s s b e i n g $ 1 6 7 m i l l i o n .

T h e d e b t s t o t h e U n i t e d K i n g d o m ,

t h e e q u i v a l e n t o f $ 4 0 0 m i l l i o n , a n d t o

S w e d e n , o f $ 2 2 m i l l i o n , w h i c h h a v e

b e e n c o n s o l i d a t e d , h a v e b e e n o m i t t e d

f r o m t h e t a b l e .

Dutch Monetary and Payments
Agreemen ts : end of 1946.«

French Monetary and Payments
Agreemen ts : end of 1946.

Partner Country

Accounts in
Fr. fcs and
foreign currency:

Belgium
Czechoslovakia . .
Denmark
Holland
Italy
Norway
Sweden
Switzerland . . . .
United Kingdom .
Yugoslavia . . . .

Accounts in
Fr. fcs on ly :
Argentina
Austria
Brazil
Finland
Greece
Hungary
Iceland
Poland . . . . . .
Turkey
Uruguay

Totals . .

Limit
of

Credits

French
debt

Owing
to

France

in millions of dollars

26.9
5.0
7.3

15.1
3.4
5.O

19.1
69.6

0.8

178.7 0)
0.5

25.0
1.0
1.0

8.0
4.2
3.9

374.5

t

27.2
2.4
3.1

5.4
16.2
64.3

0.3

72.8
0.3
3.7
0.4
0.0
0.1
0.0
5.5
2.7
3.3

207.8

8.0
1.4

31.2

40.6

Partner Country

Austria
Belgium
Czechoslovakia . . .
Denmark
Finland
France
Italy
Norway . . . . . . .
Portugal
Spain
Sweden
Switzerland
United Kingdom . .
Yugoslavia

Totals . .

Limit
of

Credits

Dutch
debt

Owing
to

Holland

in millions of dollars

32.1
6.6
7.5
3.0

15.1
2.3
7.5
3.2
0.9

12.5
5.6

40.3
0.9

137.6

0.2
30.6

1.5

9.0

2.5
0.7

11.1
0.6

56.2

2.6
0.6

1.0
1.3

3.2
0.0

8.7

0) Raised from Pesos 150 to 600 million as a result
of negotiations in progress at the end of the year.

(?) As at 15th January 1947.
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H o l l a n d had agreements with fourteen countries, with aggregate limits
the equivalent of $138 million. Holland's net debts fell from $57 million on
31st December 1946 to $47 million on 15th January and $29 million on
17th March 1947.

Belgian monetary agreements.*

Credits granted and received

Claims (eight countries)
Debts (nine countries)
Net claims .'

In millions
of dollars

102
82

20

* Position on 31st December 1946.

B e l g i - u m , o n 3 1 s t D e c e m b e r

1 9 4 6 , h a d m o n e t a r y a n d p a y m e n t s

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

w i t h a g g r e g a t e c r e d i t l i m i t s t h e e q u i -

v a l e n t o f $ 2 0 9 m i l l i o n ; a n e t a m o u n t ,

e q u i v a l e n t t o $ 2 0 m i l l i o n , w a s d u e

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

t a b l e .

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

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

p r e p a r e d .

Posi t ion of Credi ts on Monetary and Payments Agreements
at end of 1946.

Debtor Countries

United Kingdom . . . . . .
France
Belgium
Holland
Denmark

Total of specified credits. .

Total of specified debts
(last column)

Net position as specified. .

All other countries (net) . .

Total net position

United
Kingdom France Belgium

Creditor

Holland

Countries

Denmark Sweden Switzer-
land Total

in millions of dollars

—

• —

135

+ 135

— 180

— 45

30

10

+ 40

— 105

— 65

— 100

— 165

30
25

30

+ 85

— 40

+ 45

— 25

+ 20

—

—

—

— 50

— 50

5

— 55

—

10

—

+ 10

— 135

— 125

80
15
25
10

+ 130

+ 130

+ 50

+ 180

40
65

5

—

+ 110

+ 110

+ 110

180
105
40
50

135

+ 510

— 510

—.

—

Note: Round figures only: amounts under $5 million have been excluded. The table includes those credits
under reciprocal arrangements and therefore excludes the Swiss bank credit to Holland and similar items.
The table also excludes, in particular, the debts of France to the United Kingdom and Sweden which have
been consolidated.

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

t h e c o n t i n e n t . O u t s i d e E u r o p e t h e m o s t i m p o r t a n t c r e d i t o r i s t h e A r g e n t i n e

w h i c h h a d c l a i m s a g a i n s t F r a n c e a n d B e l g i u m , a t t h e e n d o f 1 9 4 6 , t h e

e q u i v a l e n t o f $ 7 3 m i l l i o n a n d $ 2 7 m i l l i o n r e s p e c t i v e l y ( i n c l u d e d u n d e r " A l l

o t h e r c o u n t r i e s " i n t h e t a b l e ) . A s r e g a r d s t h e p u r e l y E u r o p e a n c r e d i t s o n

m o n e t a r y a n d p a y m e n t s a g r e e m e n t s , t h e t o t a l o u t s t a n d i n g a t t h e e n d o f 1 9 4 6

e x c e e d e d t h e e q u i v a l e n t o f $ 5 0 0 m i l l i o n .
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Foreign capital issues (for new money).

(c) C a p i t a l m a r k e t s a n d b a n k s .

Foreign lending on private account, i. e. through market issues or bank
credits, comprised the bulk of the foreign lending after the 1914-18 war and
reached its climax in the late 'twenties.

Statistics regarding f o r e i g n i s s u e s for new money on the two main
capital markets, New York and London, from 1938 onwards are shown in
the table. Other markets, e. g. in Switzerland, appear to have made no
foreign issues since 1938. ^

Total overseas and foreign
issues on the London market rose
somewhat in 1946 from the very
low level of the war years but
still remained at only one-tenth
of the volume reached in 1927
and 1928. Practically the whole
of the increase in 1946 was for
British overseas countries, the
issues being chiefly by gold-mining
companies situated in British parts
of Africa.

New York presents a some-
what similar picture, issues for new
money in 1946 being rather less
than one per cent, of the volume
in 1925-28.(2) There has, how-
ever, been some revival of foreign
conversion issues in the New York

market, especially on Australian account (the total of $130 million for 1946
being the highest since 1930).

It is a fair conclusion to draw that up to the end of 1946 there had
been no capital market issues on foreign account anywhere in the world
except in a very few favoured cases and for special purposes.

Information regarding b a n k c r e d i t s o n f o r e i g n a c c o u n t is even
more fragmentary than for foreign capital issues but some data aire
available, particularly regarding London and New York. There has been a
remarkable increase in the volume of "acceptances, endorsements, etc." as
shown by the returns of the L o n d o n clearing banks, but market opinion
attributes the increase largely to guarantees and indemnities, many of which

Calendar
years

1929

1938
1939
1940
1941
1942
1943
1944
1945
1946

United Kingdom (

British
countries

in

—

104
82

7

10

Foreign

millions of

_ •

20
20

6

4
9

U

1
)

')
Total

S. dollars

458 R

124
102

13

14
76

United
States

673 (?)

35
38

2
1

—
2

17
12
9

(1) Figures of sterling issues converted, for comparison, into
U.S. dollars.

(2) In 1929, th is total was not spl i t between Bri t ish overseas
countr ies and foreign count r ies , bu t other sources (Bank
of England estimates) show a div is ion about f i f ty-f i f ty
between the two c lasses. To ta l overseas and foreign
issues in 1927 and 1928 were the equivalent of nearly
$700 mi l l ion in each year.

(3) Dur ing each of tRe years 1925 to 1928 fore ign issues for
new money exceeded $1,000 mi l l ion .

(1) In M a y 1947, Sw.fcs 50 million 4 per cent . 12-year b o n d s of t h e Belgian Te legraph and
Te lephone Adminis t ra t ion were issued o n t h e Swiss market — t h e first foreign issue in Switzerland
since t h e war.

(2) In Apr i l 1947, the Norwegian G o v e r n m e n t floated a 3 % P e r cent. 10-year loan for $10 million on
t h e N e w York market — t h e first E u r o p e a n marke t issue in t h e U n i t e d States since the war. A n d , in
M a y 1947, the D u t c h Governmen t followed wi th a 3 % per cent, issue of 10-year b o n d s for $20 mil l ion.
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London
Clearing Banks :

Acceptances,
endorsements, etc.

a r e n o t e v e n i n d i r e c t l y c o n n e c t e d w i t h o v e r s e a s t r a d e .

I t i s b e l i e v e d , h o w e v e r , t h a t t h e r e h a s b e e n a

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

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

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

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

p u b l i s h e d .

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

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

o f financing b y a c c e p t a n c e c r e d i t s i n r e s p e c t o f v a r i o u s

t r a d e s a n d i n d u s t r i e s , i n s o m e c a s e s t h e w o r k i n -

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

U n i t e d K i n g d o m . T h e e x a m p l e i s g i v e n o f t h e w o o l -

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

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

U n i t e d K i n g d o m . W o o l i s s h i p p e d d i r e c t f r o m A u s t r a l i a t o B e l g i u m o r

I t a l y a n d p r o b a b l y financed b y t h e C o m m o n w e a l t h B a n k o r o n e o f t h e

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

financed b y B r i t i s h a c c e p t a n c e c r e d i t s , w h i c h a r e . m e t f r o m t h e p r o c e e d s o f

t h e e x p o r t e d finished p r o d u c t .

B r i t i s h b a n k i n g c r e d i t s f o r f o r e i g n c o u n t r i e s . ( 1 )

End
of year

1929

1938
. 1939

1940
1941
1942
1943
1944
1945
1946

In millions
of £ sterling

170

129
116
108
111
93

101
105
119
193*

* April 1947: £227 million.

Date of
negotiation

or agreement

March 1946 . .

September 1946

November 1946 .

January 1947. .

March 1947 . .

British bank (J)

Hambros Bank .

Hambros Bank .

Hambros Bank .

Lazard Bros. . .

Rothschild .SiSons

Borrower

Czechoslovakia

French
Industry. . .

Austria (3) . . .

French wool
industry. . .

Hungary . . .

Amount
in millions
of £ stg

1.0

1.0

1.5

12.5
0.5

Purpose of credit

Financing foreign trade.
•

Financing French imports of indus-
trial raw materials.

Financing imports of raw wool on
behalf of textile mills in Austria.

Financing French wool purchases in
the British Empire.

Financing purchase of wool.

(1) Unofficial information from the press. (2) Generally the head of a syndicate of banks.
(3) In addition to £10 million British Government credit. -

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

l e s s financial c r e d i t s f o r p a r t i c u l a r p u r p o s e s . A s e a r l y a s 1 9 4 5 a c r e d i t w a s

g i v e n t o C z e c h o s l o v a k i a f o r £ 5 m i l l i o n f o r t h e financing o f C z e c h o s l o v a k i a n

p u r c h a s e s i n G r e a t B r i t a i n ; a n d a f u r t h e r c r e d i t o f £ 2 % m i l l i o n w a s g i v e n i n

N o v e m b e r 1 9 4 6 , t h e o p e r a t i o n b e i n g d e s c r i b e d a s " m o r e i n t h e n a t u r e o f a n

a r r a n g e m e n t f o r d e f e r r e d p a y m e n t t h a n t h a t o f a l o a n " .

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

i n N e w Y o r k b y o v e r $ 1 0 0 m i l l i o n s i n c e t h e l o w e s t p o i n t r e a c h e d d u r i n g

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

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



U.S..Dollar acceptances outstanding.

End
of year

1929

1938
1939
1940
1941
1942
1943
1944
1945

*•"• 1946

Imports
into

United

Based on :

Exports
from

States

Goods stored in
or shipped between

points in

United
States

Foreign
countries

Total
out-

standing *

in millions of dollars

383

95
103
109
116
57
66
86

103
162

524

60
39
18
15
9

11
14
18
29

308

57
54
44
48
38
30
25
26
29

441

56
22
27
11
14
9
3
7
7

1,732

270
233
209
194
118
117
129
154
227

* Including comparatively small amounts issued to provide dollar exchange.

t h a n o n e - e i g h t h o f t h e

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

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

h i g h e s t p o i n t a t t a i n e d ) .

T h e r e n e w e d i n -

t e r e s t o f A m e r i c a n b a n k s

i n f o r e i g n financing i s ,

h o w e v e r , m o r e c l e a r l y

s h o w n b y t h e t o t a l o f

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

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

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

t o t h e U . S . T r e a s u r y

s i n c e 1 9 3 4 , w h i c h a r e

s u m m a r i s e d b e l o w .

T h e r e d u c t i o n o f A m e r i c a n f o r e i g n c r e d i t s , w h i c h b e g a n i n 1 9 3 1 ,

c o n t i n u e d a l m o s t u n i n t e r r u p t e d l y u n t i l A p r i l 1 9 4 3 w h e n , a t $ 2 2 5 m i l l i o n , t h e y

w e r e a s m a l l f r a c t i o n o f t h e 1 9 3 0 t o t a l , a n d o n l y o n e - f i f t h o f t h a t a t t h e

e n d o f 1 9 3 4 . T h e i n c r e a s e o f a r o u n d $ 4 0 0 m i l l i o n s i n c e 1 9 4 3 h a s o c c u r r e d

m o s t l y s i n c e V E - D a y , a n d H o l l a n d h a s b e e n t h e c h i e f b e n e f i c i a r y . I n A p r i l

1 9 4 7 , H o l l a n d r e p a i d t h e A m e r i c a n b a n k e r s ' c r e d i t o f $ 1 3 5 m i l l i o n b y t h e

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

U.S. Commercial Banks: Shor t - term fore ign assets/1 '

Date

1934 December W

1943 April(5) . . .

1945 May . . . .
December .

1946 November (5)

Europe

United
Kingdom Holland Italy Other (2) Total

Canada
Latin

America Asia Total (?)

in millions of dollars

295

10

30
25

56

20

35

139

25

13

400

60

45
80

91

740

70

75
140

299

100

30

25
50

53

170

90

130
160

200

120

30

50
30

75

1,140

225

290
390

643

0) Round figures based on statistics published by the U.S. Treasury Department.
(2) The increase of about $46 mi l l ion f rom May 1945 to November 1946 is spread over a number of countr ies,

the most important being Greece ($13 mil l ion) and Belgium ($8 mi l l ion) .
(3) Including a small sum for unspecif ied count r ies . (4) First report ing date and highest f igures repor ted.
(5) Lowest f igures reported.. (6) Latest pub l ished.

I n M a r c h 1 9 4 7 , t h e N a t i o n a l B a n k o f R o u m a n i a o b t a i n e d a n e m e r g e n c y

a d v a n c e o f $ 7 m i l l i o n a g a i n s t c o l l a t e r a l o f g o l d f r o m a N e w Y o r k b a n k , f o r

t h e p u r c h a s e o f g r a i n , w h i l e n e g o t i a t i o n s c o n t i n u e d f o r a $ 5 0 m i l l i o n c r e d i t

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

T h e E x p o r t - I m p o r t B a n k h a s a l w a y s e n c o u r a g e d t h e p a r t i c i p a t i o n o f

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

p u r c h a s e r s finance a p r o p o r t i o n o f t h e i r t r a n s a c t i o n w i t h t h e i r o w n d o l l a r
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Source of funds

Disbursements
Repayments
Outstanding
end of Dec.1946

Own
funds

Commercial
Banks Total

in millions of dollars

1,292
232

1,060

300
118

182

1,592
350

1,242

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

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

o f c o u r s e , r e f l e c t e d i n t h e a c c o u n t s o f t h e B a n k . F u r t h e r , i t h a s b e e n t h e

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

b a n k s , w h i c h p u r c h a s e n o t e s f r o m b o r r o w e r s o r f r o m t h e B a n k , w i t h i t s

u n d e r t a k i n g t o r e p u r c h a s e t h e m o n d e m a n d . L o a n a u t h o r i s a t i o n s o f t h e

E x p o r t - I m p o r t B a n k s u p p o r t e d b y

E x p o r t - I m p o r t B a n k . c o m m e r c i a l b a n k s i n t h i s w a y

February 1934 to December 1946. enta[\ n o u s e o f p u b l i c f u n d s ,

b u t t h e c o n t i n g e n t l i a b i l i t y , n e v e r -

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

o f t h e B a n k a s i f t h e w h o l e l o a n

h a d b e e n m a d e o u t o f i t s o w n

f u n d s . T h e p a r t i c i p a t i o n s o f c o m -

m e r c i a l b a n k s f r o m 1 9 3 4 t o 1 9 4 6

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

a m o u n t o u t s t a n d i n g i n c r e a s e d f r o m $ 1 0 3 m i l l i o n a t t h e e n d o f 1 9 4 5 , t o

$ 1 2 6 m i l l i o n i n J u n e 1 9 4 6 a n d $ 1 8 2 m i l l i o n a t t h e e n d o f D e c e m b e r 1 9 4 6 .

T h e E x p o r t - I m p o r t B a n k A c t o f 1 9 4 5 r e q u i r e d t h e B a n k t o s u p p l e m e n t

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

1 9 4 6 , c r e a t e d a P r i v a t e C a p i t a l P a r t i c i p a t i o n D i v i s i o n . I n M a r c h 1 9 4 6 , t h e

B a n k a r r a n g e d a c r e d i t o f $ 2 0 0 m i l l i o n f o r t h e D u t c h G o v e r n m e n t a t 2 / 4 p e r

c e n t . , r e p a y a b l e i n 2 y e a r s s e m i - a n n u a l l y b e g i n n i n g i n A u g u s t 1 9 4 7 ; s o m e

fifty c o m m e r c i a l b a n k s a g r e e d t o p a r t i c i p a t e t o t h e e x t e n t o f $ 1 0 0 m i l l i o n

w i t h o u t r e c o u r s e t o t h e E x p o r t - I m p o r t B a n k , a n d t h u s c o v e r e d a b o u t fifty

p e r c e n t , o f t h e d r a w i n g o n t h e c r e d i t p a r i p a s s u w i t h t h e B a n k . U n d e r t h i s

a r r a n g e m e n t $ 4 0 m i l l i o n h a d b e e n d r a w n a t ' t h e e n d o f 1 9 4 6 , o f w h i c h

$ 2 0 m i l l i o n w a s d i r e c t l y o n t h e E x p o r t - I m p o r t B a n k a n d $ 2 0 m i l l i o n d i r e c t l y

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

C o m m e r c i a l b a n k s i n o t h e r c o u n t r i e s b e s i d e s t h e U n i t e d K i n g d o m a n d t h e

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

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

m a t e r i a l s a n d t h e e x p o r t o f t h e finished g o o d s ; b u t i n f o r m a t i o n o n t h i s

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

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

t h i s k i n d : a t t h e s a m e t i m e a s t h e m o n e t a r y a g r e e m e n t b e t w e e n H o l l a n d a n d

S w i t z e r l a n d w a s c o n c l u d e d , S w i s s b a n k s g r a n t e d a c r e d i t ' f o r five y e a r s t o

t h e D u t c h G o v e r n m e n t f o r S w . f c s 5 0 m i l l i o n , g u a r a n t e e d u p t o 8 5 p e r c e n t .

b y t h e S w i s s C o n f e d e r a t i o n ; a t t h e e n d o f 1 9 4 6 , S w . f c s 3 3 . 3 m i l l i o n h a d

b e e n d r a w n o n t h i s c r e d i t . F u r t h e r , i t i s r e p o r t e d t h a t S w e d i s h b a n k s h a v e

b e e n a u t h o r i s e d t o g r a n t a c r e d i t o f S . K r . 5 0 m i l l i o n t o H o l l a n d .

( d ) E x p o r t c r e d i t i n s u r a n c e .

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

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

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



credits but they usually conformed to a somewhat traditional pattern. Foods
and agricultural products were generally paid for in cash or at very short
term, a typical example being Danish exports to Great Britain on ten days'
credit (the customary term which still obtains). The financing of raw material
exports on the other hand was more complicated; indeed, when the exports
were from a relatively poor country the financing was sometimes undertaken
by the importer. But, for finished goods, credit terms were generally granted
by the exporter up to about three months, although longer terms were
sometimes allowed for machinery, ships or other heavy capital goods.

This pre-war web of credits was torn by the war and is now only
slowly re-forming as countries and firms are considered credit-worthy and
trade restrictions are modified. How far such export credits on private
account have grown since the war it is impossible to say but information
given above regarding bank acceptance credits appears to point to a steady
resumption.

The question is complicated by the fact that, especially at a time of
monetary disturbance, both importers and exporters will strive to hold only
what at the time appears to them to be the strongest currency and to be rid
of the weaker currencies; thus trade statistics do not necessarily reflect faith-
fully the movement of the balance of payments on trade account (even ignor-
ing the normal lag in payment due ' to export credits). Before the war some
countries made adjustments to the trade statistics in their balance of payments
estimates to take account of this and similar factors ; but such estimates are
difficult to make and this item tends to be lumped together with other
miscellaneous items and errors and omissions under a "residual".

The recent history of this subject in Sweden is of considerable interest
owing to the revaluation of the currency in July 1946. The Swedish
balance of payments estimate is one of the few which includes an item
"corrections relating to advance payments for imports and exports"; the year
1944 showed an influx of foreign exchange of S.Kr. 150 million whereas, in
1945, there was an efflux of S.Kr. 430 million on this account. These
figures are included in the "current transactions" of the estimate and are
quite separate from the Swedish credits granted to foreign countries. The
corresponding figures for 1946 were more difficult to estimate owing to the
revaluation of the Swedish crown; there was an influx of foreign exchange
prior to the revaluation and a strong efflux once the revaluation had
taken place. A Swedish publication* stated that rumours on the market
since the end of November 1946 "have led Swedish importers on a relatively
large scale to avail themselves of the possibility of buying forward the
foreign exchange they require to pay for imports for which they have
already signed contracts"; and other reports indicated that Swedish ex-
porters were delaying repatriation of their foreign exchange proceeds. The
net efflux of exchange on account of "advance payments" was estimated at
rather more than S.Kr. 100 million for 1946. Such movements, often arising

* Svenska Handelsbanken's "Index", December 1946.
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from a desire to cover against possible losses in a time of monetary un-
certainty, tend to obscure the normal trade financing which takes place on
private initiative.

A method of encouraging private export credits which deserves mention
is the E x p o r t C r e d i t G u a r a n t e e , which provides for official insurance of
exchange and other risks through government agencies and other official
bodies in the exporting country. Such export guarantees generally cover a
proportion, say three-quarters or four-fifths, of the risks involved in the
export trade, the cost of insurance and the balance of risk being borne by
the exporter ; costs generally vary according to the country to which the
export is sent and the terms of the credit granted. This type of export
credit insurance through government agency should be sharply distinguished
from the direct credits given by the Canadian Government (which financed
about one-third of Canada's exports in this way during 1946) .and by the
United States Government, through the Export-Import Bank, out of its own
funds. An essential element of the export insurance is provision of funds
from private sources, the risk being not wholly covered by the government
guarantee. Material is published in some countries regarding the volume of
such credits granted and the amount outstanding on various dates; without
attempting to make any comprehensive study the following examples may be
mentioned.

In the U n i t e d K i n g d o m , the Export Credits Guarantee Department
was formed in 1919 as part of the Board of Trade, its scope having since
been widened very considerably, especially in 1930 when the Credit Insurance
Scheme was started. At present the Department is governed by the Export
Guarantees Acts of 1939 and 1945, the latter raising the authorised limit for
export credits outstanding at any one time from £75 million to £200 million.
The Department insures exporters against insolvency of the buyer, exchange
restrictions in the buyers' country preventing transfer, war and revolution,
and also the cancellation or non-renewal of export licences or other restric-
tions not previously in forcé. The guarantee extends generally to 85 per
cent, of the contract price but insurance can, of course, be obtained for
a smaller proportion.

Br i t i sh Export G u a r a n t e e s .

Quarter ended

1945 June . . . . .
September . .
December . .

1946 March . . . .
June
September . .
December . .

1947 March . . . .

Amount of
contracts,
policies

and
guarantees

Maximum
liability

assumed

in millions of £

11.9
26.2
18.5
27.2
30.2
25.3
30.9
52.2

5.7
12.0
8.9

13.5
14.2
11.4
15.6
26.0

F r o m t h e b e g i n n i n g o f t h e C r e d i t

I n s u r a n c e S c h e m e i n 1 9 3 0 u n t i l t h e e n d

o f 1 9 4 6 t h e a m o u n t o f c o n t r a c t s , p o l i c i e s

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

£ 7 9 0 m i l l i o n , t h e a m o u n t o f l o s s e s b e i n g

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

1 9 4 6 , t h e m a x i m u m l i a b i l i t i e s i n s u r e d b y

t h e D e p a r t m e n t a m o u n t e d t o £ 5 5 m i l l i o n

o n c o n t r a c t s e t c . o f £ 1 1 4 m i l l i o n , t h e

l a t t e r figure c o r r e s p o n d i n g a p p r o x i m a t e l y

t o o n e - e i g h t h o f B r i t i s h e x p o r t s d u r i n g

t h e y e a r .
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I n S w e d e n , t h e E x p o r t C r e d i t O f f i c e , f o r m e d i n S e p t e m b e r 1 9 3 3 , h a d

t h e a u t h o r i s e d t o t a l f o r c r e d i t s o u t s t a n d i n g r a i s e d f r o m S . K r . 3 5 m i l l i o n t o

S . K r . 6 0 m i l l i o n i n 1 9 3 9 , t o S . K r . 1 0 0 m i l l i o n i n 1 9 4 1 a n d t o S . K r . 3 0 0 m i l -

l i o n i n 1 9 4 2 , a l i m i t w h i c h r e m a i n s i n f o r c e u n t i l J u n e 1 9 4 7 . F r o m

S e p t e m b e r 1 9 3 3 t o D e c e m b e r 1 9 4 6 , g u a r a n t e e s a m o u n t i n g t o S . K r . 4 8 4 m i l l i o n

h a d b e e n g r a n t e d i n c o n n e c t i o n w i t h e x p o r t c r e d i t s t o t a l l i n g S . K r . 7 5 4 m i l l i o n ;

a t t h e e n d o f 1 9 4 6 o n l y S . K r . 3 m i l l i o n g u a r a n t e e s w e r e o u t s t a n d i n g ( s o m e

S . K r . 1 5 m i l l i o n f o r F i n l a n d b e i n g b o o k e d e l s e w h e r e ) a g a i n s t S . K r . 3 3 m i l l i o n

a t t h e e n d o f 1 9 4 5 . T h e i n c r e a s e i n t h e t o t a l a u t h o r i s e d i n 1 9 4 2 w a s d u e

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

i n c u r r e d .

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

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

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

t o t h i s w a s t h e H e r m e s A . G . i n G e r m a n y w h i c h w a s a p r i v a t e i n s u r a n c e

c o n c e r n ) .

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

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

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

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

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

i m p o r t i n g c o u n t r y h a s a p a y m e n t s o r s i m i l a r a g r e e m e n t w i t h t h e . e x p o r t i n g

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

r e n c y b y t h e c e n t r a l b a n k o f t h e e x p o r t i n g c o u n t r y .

T h e i n t e r n a t i o n a l l e n d i n g p o s i t i o n a s i t h a d d e v e l o p e d u p t o t h e

s p r i n g o f 1 9 4 7 p r e s e n t e d a c u r i o u s , a n d , a t first g l a n c e , m y s t i f y i n g , p a r a d o x .

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

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

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

1 9 4 7 , a n e w p h e n o m e n o n s e t i n , w h i c h i s u s u a l l y r e f e r r e d t o a s t h e " d o l l a r

s h o r t a g e " , a f f e c t i n g n o t o n l y t h e w a r - t o r n c o u n t r i e s i n E u r o p e * b u t a l s o

c e r t a i n h a r d - c u r r e n c y c o u n t r i e s . A l r e a d y t h e S w i s s f r a n c h a d b e e n i n s t r o n g

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

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

d o l l a r . I n t h e s p r i n g o f 1 9 4 7 l a c k o f m o n e t a r y r e s e r v e s o f g o l d a n d d o l l a r

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

o f t h e i r i m p o r t s i n t h e i m m e d i a t e f u t u r e .

: I n A p r i l 1 9 4 7 , t h e D u t c h G o v e r n m e n t , w i t h a v i e w t o o b t a i n i n g d o l l a r e x c h a n g e , i s s u e d a n i n t e r n a l

3 p e r c e n t . 4 0 - y e a r l o a n a t p a r , w h i c h c o u l d b e s u b s c r i b e d o n l y w i t h t h e p r o c e e d s f r o m t h e s a l e

ó f A m e r i c a n s e c u r i t i e s q u o t e d i n A m s t e r d a m . A n d i n M a y t h e P o l i s h G o v e r n m e n t a n n o u n c e d t h e

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

d o l l a r n o t e s h o a r d e d b y t h e p u b l i c . •
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T o th row light on the apparen t contradic t ion be tween t h e large supplies
of, and the d e m a n d for, dollar funds, it is necessary to analyse the foreign
assistance already given and to review present and future needs . T h e follow-
ing table summar ises the information relative to post -war foreign lending
given in t h e foregoing pages. T h e figures apply almost exclusively to official
loans and credits , generally at long t e r m b u t also at midd le and, in some
cases, relatively shor t t e r m ; fluctuations of sterl ing balances are not taken
into account unless they fall w i th in t h e limits of specific moneta ry and
payment s agreements . T h e figures are all r o u n d e d off and are in tended to
give an idea of t h e o rder of magn i tude involved ra ther t h a n to presen t
formal statistics.

I n t e r n a t i o n a l p o s t - w a r l o a n s a n d c r e d i t s
g r a n t e d up t o D e c e m b e r 1946.W

Debtor countries

United Kingdom (2)
France (and colonies) . . .
Holland (and colonies) CO .

Italy

Finland

U.S.S.R. . .
China

Others

Totals authorised . . .

Totals utilised

Creditor countries

United
States

4.4CO
1,950

560
150
185
20
80
75
70
90
90

240
2C0
140«

130

8,380

3,850

Canada

1,250
240
140
1C0

30
20

5
60

—

1,845

840

United
Kingdom

(2)

4C0
50

140

30

40

40

700

700

Sweden

n millions

140
40
40
30

30
65
60

5
25

28Ö

—

715

315

Switzer-
land

of dollars

60
70
20
10

—

— '

160

120

Latin
America

180

• —

210

260

650

100

Total
author-

ised

5,850
2,880

810
290
185
190
145
165
125
1.15
130

525
260
350

430

12,450

5,925

Total
utilised

1.9C0
2,000

410
230
175
180
135
60
60
50
70

250
150

• 110

145

5,925

0) Generally, figures are rounded to the nearest $10 million but in some cases it has been thought desirable to
round to $5 million, e.g. in the case of the Canadian credit of $3 million to the U.S.S.R.

f) Excluding the fluctuations of sterling balances, except certain specified items under monetary and payments
agreements. As the table takes account only of post-war credits, such items as the $400 million loan from
the U.S. Reconstruction Finance Corporation are omitted.

p) Of the $560 million from the United States and Can. $140 million from Canada, $200 million and Can. $15 million
respectively are on account of the Dutch East Indies.

(') Credits to Latin America prior to July 1945 are excluded.

- T h e c h i e f l e n d e r s h a v e b e e n f i r s t l y t h e U n i t e d S t a t e s a n d t h e n C a n a d a ,

t h e A r g e n t i n e , S w e d e n a n d S w i t z e r l a n d ; t h e U n i t e d K i n g d o m a p p e a r s a s a

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

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

F o r e i g n l o a n s a n d c r e d i t s a u t h o r i s e d u p t o t h e e n d o f 1 9 4 6 m a k e u p

t h e i m p r e s s i v e t o t a l o f n e a r l y $ 1 2 , 5 0 0 m i l l i o n , o f w h i c h a b o u t $ 5 , 9 0 0 m i l l i o n ,

r a t h e r u n d e r o n e - h a l f , a p p e a r s t o h a v e b e e n d r a w n ; t h e U n i t e d S t a t e s

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

$ 6 , 5 0 0 m i l l i o n n o t t h e n u t i l i s e d , n e a r l y $ 4 , 0 0 0 m i l l i o n w a s r e p r e s e n t e d b y t h e

u n d r a w n p o r t i o n s of . t h e c r e d i t s t o t h e U n i t e d K i n g d o m f r o m t h e U n i t e d
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States and Canada. As insufficient information is available regarding the
Argentine arrangements with Chile and Spain, the equivalent of $550 million
appears "undrawn"; further, the $280 million credit from Sweden to the
U.S.S.R. had hardly been touched and credits to the Dutch East Indies

(included under Holland) were
largely not used: these particular -
cases make up about $5,000 million
of the amounts unutilised. In many
other cases the proportion of the
credits drawn is considerable.

It should be remembered that
these figures relate to the end of
December 1946, since which time
the situation has changed. For
example, British drawings on the
United States credit of $3,750 mil-
lion, which were only $600 million
in December 1946, had risen to
nearly $2,000 million early in
June 1947.

Week ended

1946 July 20
September 7 . . .
October 2 6 . . . .

1947 January 11 .
February 22 . . .
March 15 . . . .
April 5 . . . . .

„ 26
May 17
June 7

Actual
drawings

Cumulative
totai

in millions of dollars

300
100
200

200
100
200
200
250 '
200
200

300
400
600

800
900

1,100
1,300
1,550
1,750
1,950

The credit of $3,750 million approved by Congress in
July 1946. The U.S. budget estimates show estimated
drawings at $1,500 million up to June 1947 and a further
$1,200 million in the year to June 1948.

A n d , o n 9 t h M a y 1 9 4 7 , a n e w p h a s e o f i n t e r n a t i o n a l l e n d i n g o p e n e d

w h e n t h e I n t e r n a t i o n a l B a n k f o r R e c o n s t r u c t i o n a n d D e v e l o p m e n t a n n o u n c e d

t h e g r a n t i n g o f i t s first l o a n , a c r e d i t o f $ 2 5 0 m i l l i o n t o F r a n c e , t h e

p r o c e e d s t o b e s p e n t o n m a t e r i a l a n d e q u i p m e n t f o r r e c o n s t r u c t i o n a n d

m o d e r n i s a t i o n ; t h e l o a n i s t o r u n f o r 3 0 y e a r s a n d b e a r i n t e r e s t a t 3 % p e r

c e n t , p l u s o n e p e r c e n t , c o m m i s s i o n f o r t h e B a n k , m a k i n g a t o t a l r a t e o f

4 / 4 p e r c e n t . A n d , a l s o i n M a y 1 9 4 7 , t h e first o p e r a t i o n s o f t h e I n t e r n a t i o n a l

M o n e t a r y F u n d w e r e a n n o u n c e d .

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

h a v e b e e n g r a n t e d a n d e x c l u d e s t h e " p i c t u r e s q u e m o s a i c o f s u c h m i s c e l -

l a n e o u s l e n d i n g a s t h a t o f S w e d e n t o E t h i o p i a , I n d i a t o S i a m , E g y p t t o

C z e c h o s l o v a k i a , A u s t r a l i a t o t h e N e t h e r l a n d s I n d i e s , a n d s o f o r t h " . * A l t h o u g h

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

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

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

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

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

L o n d o n i n A p r i l 1 9 4 7 , s a i d t h a t C a n a d a h a d a n e x p o r t s u r p l u s o f C a n . $ 4 0 0

m i l l i o n i n 1 9 4 6 b u t f o r e i g n c o u n t r i e s h a d d r a w n C a n . $ 8 0 0 m i l l i o n o n t h e i r

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

t h e U n i t e d S t a t e s " ; t h i s h a d a g g r a v a t e d C a n a d a ' s o w n s h o r t a g e o f d o l l a r

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

* "Pos twar Internat ional L e n d i n g " by M . A. Kriz, issued by t h e In ternat ional F inance Section of the
D e p a r t m e n t of Economics of Pr inceton Universi ty .
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" T h e p red icament in wh ich we n o w find ourselves is of our own

devising. W e have deliberately r u n ' t h e risk of a shor tage of U n i t e d

States dollars in o rder to assist in t h e recovery of t h e U n i t e d K i n g d o m

and wes tern Europe . Bu t it is clear, as t h e G o v e r n o r of the Bank of

Canada observed in his recent repor t on the bank ' s operat ions, t ha t

'Canada cannot con t inue indefinitely to sell o n credi t in oversea markets

while she is incur r ing a substant ial cash deficit i n he r balance of

payment s wi th t h e U n i t e d S ta tes ' . "

T h e s e sent iments could be echoed by t h e o the r lending count r i es : for

example , t h e drawings b y t h e U n i t e d K i n g d o m o n its credi t i n the U n i t e d

States have been used, par t ly indirectly, b u t in some cases directly, to provide

dollar funds for o ther

U n i t e d S t a t e s l o a n s a n d c r e d i t s countr ies . T o carry the

g r a n t e d Ju ly 1945 to D e c e m b e r 1946. enquiry a stage fur ther

it is, therefore, necessary

to analyse the lending

of t h e U n i t e d States.

T h i s table br ings

out t h e large p ropor t ion

of U n i t e d States loans

and credits granted since

t h e war which have been

in the na tu re of war- ter-

minat ion ar rangements ,

covering t h e cont inued

delivery of l end - l ease

material immediately after

the war a n d the disposal

of Amer i can surplus war

proper ty already located

in foreign countr ies ; such

proper ty credits , in fact,

account for three-quar ters

of all t h e U n i t e d States

credits utilised since the

end of t h e war.

Form of loans and credits

War settlement credits 0) . .
Lend-Lease, Section 3 (c)P) .

Ex.- lmp. BankP)
Surplus property disposal (4) .

Total property credits .". . .

United Kingdom credit . . . .
Export-Import Bank loans (6).

Total new cash credi ts . . . .

Grand total (»)

At end of December 1946

Authorised Util ised Not
yet drawn

in millions of dollars

1,370
400
655
740

3,165

3,750
1,465

5,215

8,380

1,370
400
655
450

2,875

600
375

975

3,850 (')

290

290

3,150
1,090

4,240

4,530

0) France $720 million, United Kingdom $650 million.
(2) Round estimate of pipe-line credits not yet incorporated in general

settlements, of which the most important is the U.S.S.R. with $240 mill ion.
(?) France $550 million, Belgium $55 million, Holland $50 million.
(") Total of $1,100 million authorised, less France ($300 million) and United

Kingdom ($60 million) included in general settlements.
(5) Net new credits from July 1945 only, excluding $655 million for lend-

lease material given earlier in the table.
(6) To the total authorisations of $8,380 million, the addition of $840 mil-

lion net pre-July-1945 credits of the Export-Import Bank would give
$9,220 million outstanding.

(7) The addition of $210 million Export-Import Bank loans utilised prior to
July 1945 would give $4,060 million.

A p a r t f r o m t h e s p e c i a l l o a n t o t h e U n i t e d K i n g d o m f r o m t h e U n i t e d

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

S t a t e s s i n c e t h e w a r h a s b e e n t h e E x p o r t - I m p o r t B a n k , w h i c h r i g h t l y s a y s t h a t ,

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

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

b y t h e m i d d l e o f 1 9 4 6 . * T h u s , f o r n e a r l y a y e a r t o t h e s p r i n g o f 1 9 4 7

* If account be taken of the reservation of $500 mill ion for Ch ina "es tab l i shed" in December 1945;
this loan will lapse unless confirmed by the end of J u n e 1947. Expor t - Impor t Bank new authorisa-
t ions of $54 mill ion in t h e last half of 1946 were exceeded by cancellations and expiries of old
credits amount ing to I n o million.
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Uni ted S t a t e s :

Dec l i ne of f o r e i g n ba lances a n d re la ted items. (1 )

there had been practically no new cash lending by the United States.
Dollar credit has been obtained either by the utilisation of previous Export-
Import Bank authorisations or by drawings on the loan provided for the
United Kingdom.

The following table summarises some of the elements in the position
without, however, giving a comprehensive picture.

In the eighteen
months to December
1946, over $1,600 mil-
lion was drawn on
foreign credits (pro-
bably some $ 1,800 mil-
lion, if bank credits
be taken into account)
but this was insuf-
ficient to maintain
foreign balances at the
previous level — in
fact, they fell by
$740 million in spite of
the sale of $240 million
foreign g o l d ^ to the
United States. The ac-
celeration of the move-
ments in the last half
of 1946 is very notice-
able. And, by March
1947, foreign balances
at the Federal Reserve
Banks had fallen be-
low $460 million, the
lowest since May 1940.

Quarter ended

1945 September .
December. .

1946 March . . . .
June . . . .
September .
December . .

Totals for 18 months

1947 March . . . .

Movement
of

U.S. gold
stock P)

Drawings on credits (3)

U.S.
Treasury

credit
to U. K.

Export-
import

Bank credits

Movement
of foreign
balances at

Federal
Reserve

Banks (4)

in millions of dollars

— 148
— 20

+ 180
+ 4
+ 16
+ 207

+ 240

+ 606(5)

400
200

600

500

13
25
27

455
249
266

1,035

— 210
— 176
— 110
— 248
+ 108
— 104

— 740

— 50

(') As the statistics of the U.S. Treasury on international capital movements
are published with six months' delay, it has been thought appropriate to
give a more up-to-date picture by selecting certain, related items, which
appear to have significance.

(2) The movement of the total gold stock except that due to domestic produc-
t ion. This does not exactly represent foreign sales of gold to the United
States. See footnote 0) to this page.

(3) This does not take account of credits in war-termination agreements nor
for the disposal of surplus property, neither of which have any direct
influence on foreign dollar balances.

(4) These balances are generally those of foreign central banks and, although
not the whole of foreign "o f f i c i a l " dollar balances, they give a good
indication of the trend.

(5) Actually there was a sl ight decline due to a transfer of $688 mill ion to the
International Monetary Fund; this f igure is adjusted for that transfer.

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

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

c o u n t r i e s . T h e E x p o r t - I m p o r t B a n k ( r e p o r t f o r J u l y - D e c e m b e r 1 9 4 5 ) s a i d

" . . . t h e c o u n t r i e s w h i c h m o s t b a d l y n e e d e x t e r n a l financial a i d a r e i n m a n y

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

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

d o l l a r s " . «

(x) Actually this is an unders ta tement , as foreign gold going into industr ia l uses is added to the
merchand i se impor t s of t h e U n i t e d States. To t a l ne t purchases of gold from foreign countr ies in
1946 amoun ted to S705 mill ion.

(2) T h e dollar shor tage was, of course, mos t acute in Europe , w i th one or two obvious exceptions
s u c h . a s Switzerland. A n d , outs ide Europe , dollar and gold holdings were still adequa te in some
areas, such as L a t i n America which had received lend : lease aid dur ing t h e war and had been
able to bui ld u p considerable reserves.
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Applicant government

Chile
Czechoslovakia . . .
Denmark
France
Iran
Luxemburg. . . .
Holland
Poland

Total

In millions
of dollars

40
350
50

500
250

20
500
600

2,310

I n t e r n a t i o n a l B a n k O n 2 5 t h M a r c h 1 9 4 7 , t h e P r e s i d e n t o f t h e

f o r R e c o n s t r u c t i o n ' I n t e r n a t i o n a l B a n k f o r R e c o n s t r u c t i o n a n d D e v e l o p -

a n d D e v e l o p m e n t : m e n t s t a t e d t h a t l o a n a p p l i c a t i o n s h a d b e e n f i l e d

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

$ 2 , 3 1 0 m i l l i o n , a s s h o w n i n t h e t a b l e ; f u r t h e r ,

G r e e c e h a d i n f o r m e d t h e B a n k o f i t s i n t e n t i o n t o

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

T h e l i s t o f t h e s e a p p l i c a t i o n s , w h i c h i n n o

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

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

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

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

t o d a y u s u a l l y t a k e s t h e f o r m o f a s t r o n g d e m a n d

f o r d o l l a r s .

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

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

( a ) C o n t i n u e d A m e r i c a n s u r p l u s e x p o r t s i n t h e first f o u r m o n t h s o f 1 9 4 7 a t

a r a t e o f $ 1 2 m i l l i a r d a y e a r , f o r w h i c h ( a s U N R R A a n d o t h e r r e l i e f

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

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

o f a r r a n g e m e n t s a r i s i n g o u t o f t h e t e r m i n a t i o n o f t h e w a r ( l e n d - l e a s e

a n d d i s p o s a l o f s u r p l u s p r o p e r t y ) , i . e . f o r m a t e r i a l a l r e a d y l a r g e l y i n

c u r r e n t u s e , w h i l e

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

e n o r m o u s . - '

O n t h e o n e h a n d , t h e a c t i v i t i e s o f U N R R A w e r e c o m i n g t o a n e n d i n

t h e e a r l y m o n t h s o f 1 9 4 7 w i t h p o s t - U N R R A r e l i e f o n a m u c h s m a l l e r s c a l e

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

p r o p e r t y i s n o w i n i t s final s t a g e s ; o n t h e o t h e r h a n d , t h e r e h a d b e e n l i t t l e

A m e r i c a n l e n d i n g f o r n e w m o n e y s i n c e t h e m i d d l e o f 1 9 4 6 u n t i l t h e first

l o a n o f t h e I n t e r n a t i o n a l B a n k f o r R e c o n s t r u c t i o n a n d D e v e l o p m e n t w a s

finally a r r a n g e d i n M a y 1 9 4 7 . T h e s e f a c t s , c o m b i n e d w i t h t h e l a r g e A m e r i c a n

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

e x p l a i n t h e i n c r e a s i n g s t r a i n o n t h e d o l l a r m a r k e t .

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

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

t h e p e r i o d a f t e r 1 9 1 4 - 1 8 , t h e f o r e i g n l o a n s a n d c r e d i t s r e v i e w e d i n t h i s c h a p t e r

h a v e b e e n g r a n t e d o n v e r y m o d e r a t e t e r m s . I n t e r e s t r a t e s a r e l o w : C a n a d i a n

G o v e r n m e n t l o n g - t e r m l o a n s a r e a t 3 p e r c e n t . , E x p o r t - I m p o r t B a n k 2 0 t o

3 0 - y e a r l o a n s f o r r e c o n s t r u c t i o n g e n e r a l l y a t 3 p e r c e n t . , t h e e f f e c t i v e r a t e f o r

t h e S w e d i s h c r e d i t t o t h e U . S . S . R . a t 2 3 / 8 p e r c e n t . , t h e U n i t e d S t a t e s a n d

C a n a d i a n l o a n s t o t h e U n i t e d K i n g d o m a t 2 p e r c e n t . ; t h e s e a r e t y p i c a l

e x a m p l e s . T h e t w o l o a n s t o t h e U n i t e d K i n g d o m h a v e , i n a d d i t i o n , a n

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

i n t e r e s t p a y m e n t s . T h e l o w e s t i n t e r e s t t e r m s a p p e a r t o b e t h o s e g i v e n a n d



received by the United Kingdom — only % per cent, on the loan to
France and in the settlement with the Argentine. Generally speaking, the
network of short-term credits given in connection with payments agreements
bear interest at short-term rates (at least above a certain minimum).

Amortisation terms also are not unduly severe: repayments are spread
over twenty to thirty years or more for the larger reconstruction credits
and annual amortisations are often postponed in the early years. The most
flexible provisions are those for the Swedish reconstruction loans to Denmark,
Finland and Norway, repayment terms being "left for later negotiation: "The
question of the date of repayment has, as far as the reconstruction credits
are concerned, been left open in the most important cases. The reason
for this has been that the credits would to a certain extent fail in their
object if, by drawing up a definite refunding plan now at once, one were
to cause the borrowing country financial difficulties during what will perhaps
be the most sensitive period from the standpoint of reconstruction." (*)

Nevertheless, in spite of the moderation of the interest and amortisation
terms, the burden of foreign debt service is likely to become considerable in
the early 'fifties. "Lend-lease in World War II obviated the necessity for
the interallied loans of World War I. But the aftermath of World War II
seems likely to. be larger U. S. Government credits abroad than following
1918 . "^ "No ready formula is at hand to determine the relative burden of
Government foreign credits as they may affect the future commerce of nations.
That the total principal amount should so closely parallel the World War I
debt structure, notwithstanding lend-lease, is an arresting, although possibly
irrelevant circumstance." (3)

The U. S. Department of Commerce has published estimates of the
debt service on $7,900 million of the $9,200 million new lending of the
U. S. Government (on the general assumption that the bulk will be utilised) :
principal and interest payments due to the United States Government on
war settlements and other lending will amount to about $160 million in 1950,
rising sharply to $330 million in 1951 and $360 million in 1952, from which
peak year there should be a gradual decline to rather under $150 million in the
period 1980 to 2000. During the five-year period 1935-39 the United States
received a gross total of interest and dividend payments, including private
transactions, averaging $550 million per annum; the net amount for interest
and dividends was $350 million and net amortisation was $150 million.

Thus, if the pre-war lending of the United States is also taken into
account, the loan service payable in the early 1950's on present indebtedness

(!) "Sweden's International Credit Accommodation in 1944 and 1945" by Dag Hammarskjöld, in
Svenska Handelsbanken's "Index", December 1945. In the meantime a preliminary agreement has
been made with. Finland, repayment of credits given by the Swedish Government being post-
poned until two years after the last reparation payment to the U.S.S.R., i.e. to 1954, and spread
over a period of thirty years.

(2) U. S. Department of Commerce "Survey of Current Business", March 1946.
(3) U.S. Department of Commerce "Survey of Current Business", January 1947. This appreciation

does not, of course, take into account whatever may be the ultimate burden of reparations or
occupation costs of the defeated countries.
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i s l i k e l y t o b e i n t h e n e i g h b o u r h o o d of $ 1,000 m i l l i o n p e r a n n u m . B u t , if

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

t h e s a m e r a t e a s i n t h e 1 9 3 0 ' s .

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

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

i n a n y c a s e , w i l l n e c e s s i t a t e c o n s i d e r a b l e sa les o f g o o d s a n d s e r v i c e s t o

t h e U n i t e d S t a t e s . 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 c o m m e n t s : " I f

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

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

p o s i t i o n a s a c r e d i t o r n a t i o n . . . U l t i m a t e i m p o r t s ( i n c l u d i n g t o u r i s t o u t l a y s

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

p r e - r e q u i s i t e . " I n a s i m i l a r v e i n t h e E x p o r t - I m p o r t B a n k ( r e p o r t f o r J u l y t o

D e c e m b e r 1 9 4 6 ) : " A s c o n s u m e r , t h e c o u n t r y is e n r i c h e d b y i m p o r t i n g m a n y

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

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

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

a n d p r i n c i p a l o n t h e i r d e b t s t o t h e U n i t e d S t a t e s . " A n d t h e E x p o r t - I m p o r t

B a n k h a s r e c e n t l y a n n o u n c e d i t s i n t e n t i o n o f g r a n t i n g c r e d i t s t o f ac i l i t a t e

i m p o r t s a s w e l l as e x p o r t s .

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

c l o s e l y b o u n d u p w i t h i n t e r n a t i o n a l t r a d e . E x p e r i e n c e h a s s h o w n t h a t

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

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

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

c o u n t r y t o f ac i l i t a t e a d e q u a t e i m p o r t s — t h e m o s t d i f f i cu l t c a s e o c c u r r i n g if, i n

p e r i o d s o f d e p r e s s i o n , t a r i f f s a r e r a i s e d — w i t h g r a v e d i s a d v a n t a g e s t o b o t h t h e

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

t h e i n t e r n a t i o n a l m o n e t a r y s y s t e m a s a w h o l e . A r e d u c t i o n o f d i f f e r e n t k i n d s

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

O r g a n i s a t i o n .or o t h e r w i s e , i s i n d e e d r e c o g n i s e d t o b e a n e s s e n t i a l e l e m e n t i n

t h e s m o o t h w o r k i n g o f i n t e r n a t i o n a l t r a d e o p e r a t i o n s . I f p o s t - w a r f o r e i g n

l e n d i n g i s n o t t o l e a d t o a r e p e t i t i o n o f t h e i n t e r n a t i o n a l financial c r i s i s o f

1 9 3 0 a n d 1 9 3 1 , t h e r e s h o u l d b e m u c h fu l l e r p u b l i c i t y a n d a c l o s e s t u d y o f

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

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

t e n d e n c i e s m a y b e a v o i d e d .

O n 1 2 t h M a r c h 1 9 4 7 , t h e P r e s i d e n t o f t h e U n i t e d S t a t e s a s k e d C o n g r e s s

t o a p p r o v e a i d f o r G r e e c e a n d T u r k e y , t o t a l l i n g $ 4 0 0 m i l l i o n f o r t h e p e r i o d

e n d i n g J u n e 1 9 4 8 ; n o t e r m s o f r e p a y m e n t w e r e m e n t i o n e d i n t h e P r e s i d e n t ' s

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

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

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

e c o n o m i c a s s i s t a n c e t o w a r - t o r n E u r o p e a n c o u n t r i e s , e a r l y i n J u n e 1 9 4 7 , m a k e s

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

f u t u r e r e q u i r e m e n t s o n e o f i m m e d i a t e c o n c e r n t o t h e c o u n t r i e s s o s o r e l y i n n e e d .
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VIII. Internal Credit Conditions.

The movement towards lower money rates began with the great depres-
sion of 1930-33 and, until the war, the decline in rates continued with
almost monotonous regularity and little variation except in degree from
country to country. After a mild and temporary flutter at the beginning of
the war, the downward movement continued more slowly throughout the
hostilities. Since the end of the war, interest rates have, generally speaking,
remained low but there have recently been some changes in the international
pattern which deserve mention.

Discount Rates of Central Banks.

Country
Discount Rates at the end of

1929 I 1932 I 1938 I 1945 I 1946

Change
during
1946.

4 ' / 2

3%
3%
5

S

6

4 ' / ,

5

8
5
4 / 2

7%
5
7
7
9
S'A

10
ay,
9

7%

2%

2

2%
2

4/,
3

2%
4

e A
3%
3%
6
3%
6%
5
7
6
7

8
6
8

*y,
9

1

2%
1%
2 A
2

3
3
2
3%

4 A
2%
2%
4(3)
4
4
4 / 2

3%
4
4

6

*y,
6
4
6

1 y,
1%
2

2%
2%
2%
3

2%
2%
1 "A
3%
4
4
4
4
4
4

5

4'/2

sy,
3
7

1

1 %
1 A
1-VB

2

2'X
2 / ,
2 'X

2%
2%
2 %
3
3 / ,

3 / .
4
4
4
4
4

y A
4%
sy,
7

10

y,

T h e t a b l e s h o w s t h e d i s c o u n t r a t e s o f C e n t r a l B a n k s s i n c e 1 9 3 8 .

T h e m a j o r i t y o f r a t e s c l u s t e r a t 2 % ~ 4 p e r c e n t . ; o n l y i n t h e U n i t e d S t a t e s ,

C a n a d a , S w i t z e r l a n d , F r a n c e a n d E n g l a n d a r e b a n k r a t e s a t 2 p e r c e n t , o r

l e s s ; a n d o n l y i n B u l g a r i a , P o l a n d , A l b a n i a , H u n g a r y a n d G r e e c e a r e t h e

r a t e s a b o v e 4 p e r c e n t .

T h e h i g h e s t r a t e —

1 0 p e r c e n t . — r u l e s

i n G r e e c e , w h e r e t h e

d i s t u r b e d m o n e t a r y c o n -

d i t i o n s h a v e l e d t o

a b r u p t c h a n g e s : a n i n -

c r e a s e b y 5 p e r c e n t ,

i n 1 9 4 4 , a r e d u c t i o n

b y 4 p e r c e n t , i n 1 9 4 5

a n d , i n 1 9 4 6 , a f u r t h e r

i n c r e a s e b y 3 p e r c e n t .

— r e f l e c t i o n s o f t h e

a l t e r n a t e i n f l a t i o n s a n d

s t a b i l i s a t i o n s i n r e c e n t

y e a r s . T h e n o t e c i r c u -

l a t i o n r o s e f r o m 1 0 4 t o

5 3 7 m i l l i a r d d r a c h m a e

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

s i n g l e y e a r 1 9 4 6 . I n

R o u m a n i a , o n t h e

o t h e r h a n d , b a n k r a t e h a s

r e m a i n e d a t 4 p e r c e n t . ,

b e i n g , i n f a c t , c o m p l e t e l y

o u t o f t o u c h w i t h t h e

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

i n f l a t i o n a r y p h a s e . W h e n

p r i c e s r i s e a s r a p i d l y a s

t h e y h a v e b e e n d o i n g i n

R o u m a n i a , t h e f o r m a t i o n

United States (1)
Canada . . . . .
Switzerland . . .

France
England

Czechoslovakia .
Eire . . . . . . . .
Holland
Norway
P o r t u g a l . . . .
S w e d e n . . . . .

. B e l g i u m . . . .
A u s t r i a
D e n m a r k . . . .
F i n l a n d
Italy
R o u m a n i a . . .
S p a i n . . . . . .
T u r k e y

B u l g a r i a . . . .
P o l a n d . . . . .
A l b a n i a
H u n g a r y . . . .
G r e e c e

0) Federal Reserve rate for advances to member banks secured by govern-
ment obligations and discounts of and advances secured by eligible
paper. For the period October 1942 to April-May 1946, a special rate
of yt per cent, was in force for advances to member banks secured by
government obligations maturing or callable in one year or less.

(2) Bank of France rate was raised to 1% per cent, on 10th January 1947.
<•). Reichsbank rate.
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of interest rates is distorted by the continuous fall in the real value of the
currency; rates of io per cent, per annum jump to io per cent, per month
or even io per cent, or more per day, without ever catching up with the
loss in purchasing power sustained by the lender; in these circumstances
there are no "credit conditions" in the ordinary sense of the term — and
no voluntary money savings; the "reward for abstinence" becomes negative.
In H u n g a r y too, similar chaotic conditions prevailed up to July 1946 but
bank rate was not changed; the jump to 7 per cent, was made with the
stabilisation on ist August 1946, to set the standard of stringency considered
necessary to hold the new forint currency introduced at that time. The
official discount rate of the National Bank of B u l g a r i a , was reduced from
S to 4J4 per cent, in August 1946, but this was of minor significance
compared with the drastic monetary purge of March 1947, when the note
circulation was reduced from 71 to 24 milliard levas as a result of an
exchange of notes.

The new National Bank of P o l a n d , created in January 1945, adopted
the official discount rate of 4 % per cent, previously in force for the terri-
tory. When the first meeting of the Council of the National Bank was held
in September 1946, an account was given of the bank's activity during the
previous nineteen months. The monetary reform of January and February
1945 had reduced the circulation, by a "radical measure of deflation", from
an unknown number of milliards (consisting of "Cracow zlotys" put in
circulation by the German-controlled Bank of Issue, and also of roubles and
Reichsmarks) to 3.96 milliard plus the issue of new zlotys made prior to the
creation of the National Bank.

By 31st August 1946, the circulation had risen to 44.2 milliard and
other sight liabilities to 13.1 milliard; the cover consisted mainly of 30.7 mil-
liard of discounts and advances and 21.2 milliard of Treasury debt.

Pol ish banks.«

End of month

1945 June(6) . . . .
September . .
December . .

1946 March (6) . . .
June
September(?) .
December . .

Deposits (?) Bills
discounted (3)

Rediscounts CO

in milliards of zlotys

1.5
3.5
7.2

11.1
16.0

1.2
3.6
7.6

17.4
24.8
44.1
60.1

0.9
2.6
5.7
8.5

11.5
21.5
37.7

(1) The National Economic Bank (which accounts for about one-half of
the total), the National Agrarian Bank, two cooperative, two joint-
stock, and two municipal banks plus the municipal savings offices.

(2) Deposits and current accounts.
(3) Bills discounted plus smaller amounts of call and time loans.
(*) Borrowing from the National Bank.
« F i g u r e s for 1945 as published by the Central Statistical Office.
(6) Figures for 1946 from the Statistical Bulletin of the Polish National

Bank.
(') October; figures for September not available.

D u r i n g t h e p r o c e s s

o f r e f l a t i o n , t h e c o m m e r -

c i a l b a n k s r a p i d l y e x p a n d -

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

i n 1 9 4 6 , r e d i s c o u n t e d a t

t h e N a t i o n a l B a n k t o a

figure e q u a l t o r o u g h l y

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

d i s c o u n t e d . I n a d d i t i o n ,

t h e N a t i o n a l B a n k h a s

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

w o r k i n g - c a p i t a l c r e d i t s

d i r e c t l y a v a i l a b l e t o t h e

k e y i n d u s t r i e s .

T h e b u d g e t a c c o u n t s

f o r 1 9 4 6 s h o w e d a s m a l l s u r -

p l u s a n d , a g a i n , a s u r p l u s



N a t i o n a l Bank of P o l a n d , appears in the budget accounts for 1947,
D i r e c t c r e d i t s

to key i n d u s t r i e s .

End of month

1946 March
June
October
December . . . .

in millions
of zlotys

2.2
8.6

22.3
17.5

w i t h e s t i m a t e s o f r e v e n u e a n d e x p e n -

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

v i o u s y e a r .

T h e c h a n g e w h i c h h a s t a k e n p l a c e i n

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

F e d e r a l R e p u b l i c o f Y u g o s l a v i a " i s s u c h

t h a t a " b a n k r a t e " i n t h e w e s t e r n s e n s e o f

t h e t e r m c a n n o l o n g e r b e s a i d t o e x i s t ; t h i s

c o u n t r y h a s c o n s e q u e n t l y b e e n o m i t t e d f r o m t h e t a b l e o n p a g e 1 4 3 . I n S e p t e m b e r

1 9 4 6 , t h e N a t i o n a l B a n k w a s a m a l g a m a t e d w i t h t h e I n d u s t r i a l B a n k a n d t h e

A r t i s a n s ' B a n k , a l l t h e s h a r e s b e i n g t a k e n o v e r b y t h e s t a t e . I n t h a t c o n n e c t i o n

t h e N a t i o n a l B a n k d i s c o n t i n u e d t h e a p p l i c a t i o n o f a u n i f o r m i n t e r e s t r a t e

a n d , f r o m 2 0 t h O c t o b e r 1 9 4 6 , a p p l i e d r a t e s v a r y i n g a c c o r d i n g t o t h e t y p e

o f d e b t o r a n d r a n g i n g f r o m 2 % t o 6 p e r c e n t . ; t h e s e r a t e s w e r e l o w e r e d

o n i s t J a n u a r y 1 9 4 7 a n d h a v e s i n c e r a n g e d f r o m 1 p e r c e n t , t o 4 p e r c e n t .

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

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

i n f r a c t i o n s . T h e c o u n t r y ' s m o n e t a r y c i r c u l a t i o n w a s r e d u c e d , b y a r e f o r m

i n A p r i l 1 9 4 5 , t o a v e r y s m a l l f r a c t i o n o f t h e 3 2 0 m i l l i a r d d i n a r s ( a n d

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

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

a n d t h e t u r n o v e r t a x o n n a t i o n a l i s e d e n t e r p r i s e s ( a s i n t h e U . S . S . R . ) . I n

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

r e f o r m a n d d r a s t i c b l o c k i n g o f n o t e s a n d b a n k a c c o u n t s i n 1 9 4 5 . C r e d i t

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

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

s u m m e r o f 1 9 4 6 n o t m e r e l y m a x i m u m b u t a l s o m i n i m u m r a t e s o f i n t e r e s t

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

l o w l e v e l o f 2 % p e r c e n t , t o w h i c h i t w a s r e d u c e d i n O c t o b e r 1 9 4 5 .

I n I t a l y , t h e a n t i c i p a t e d e x c h a n g e o f b a n k - n o t e s d i d n o t t a k e p l a c e ,

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

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

h a v e c o n t i n u e d t o r i s e . A 3 % p e r c e n t . R e c o n s t r u c t i o n l o a n i s s u e d i n

N o v e m b e r 1 9 4 6 , w i t h s u b s c r i p t i o n s e x e m p t f r o m t h e p r o p o s e d c a p i t a l l e v y , -

p r o d u c e d L i t . 2 3 1 m i l l i a r d , o f w h i c h L i t . 1 1 2 m i l l i a r d w a s i n c a s h s u b -

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

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

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

n o d o u b t a s s i s t i n t h e financing d u r i n g t h e s e d i f f i c u l t y e a r s .

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

r e f o r m , o f w h i c h t h e c o n v e r s i o n o f t h e c u r r e n c y f r o m R é i c h s m a r k s t o

S c h i l l i n g s i n D e c e m b e r 1 9 4 5 w a s o n l y t h e first s t e p , r e m a i n s i n c o m p l e t e . T h e

n o t e c i r c u l a t i o n h a s r i s e n s l o w l y f r o m S c h . 5 . 1 m i l l i a r d , a s s h o w n i n t h e

first p u b l i s h e d r e t u r n o f t h e A u s t r i a n N a t i o n a l B a n k o n 7 t h O c t o b e r 1 9 4 6 , t o
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Seh. 5.9 milliard at the end of March 1947. A slight decline, affecting mostly
savings deposits, has taken place in the • "free" (unblocked) accounts at the
commercial and savings banks since the autumn of 1946; no interest is
paid on these accounts. In February 1947, small rediscounts appeared for
the first time in the return of the National Bank, whose discount rate at
3 % per cent, is the same as the rate in force before the liberation.

Uncertainties due to a delay in the monetary reform, which is uni-
versally deemed to be urgent, are of utmost moment in G e r m a n y , where
progress in the economic field is hampered by the unsatisfactory currency
situation. Owing to inability to obtain quadripartite agreement, the question
of the value to be given to the old Reich debt and the related problems of
over-expanded currency and bank deposits have not been attacked at an early
stage. And on their solution hangs the future level of wages, costs and
prices, and thus the purchasing power of money and the normal incentives
to work and produce. It is characteristic of the situation in Germany that

even the note circulation is

G e r m a n y : Note C i r c u l a t i o n . not known with any degree
of certainty; thus such
estimates as that shown in
the table give only an
approximate indication of
the situation. In addition
to the issues of the Reichs-
bank, which amounted to
R M 70 milliard odd at the
time of the capitulation,
Allied Military Marks have
been issued to the extent of 3
milliard in the three western
zones with, in the Soviet
zone, an unknown amount,
estimated early in 1947 at io
to 1 s milliard on the basis of
the larger notes which seep
into the western zones.

Approximate situation at the end of 1946

Issued by Reichsbank to 7th March 1945 . . . .

Issued up to the capitulation plus cash
holdings of banks (estimated) . . . . . . plus

Circulation at the time of the capitulation

Issue of Allied Military currency estimated
up to end of 1946 plus

Total issues

Amount withdrawn from circulation in
Austria minus

Destroyed and lost in ceded eastern terri-
tories, in the Sudetenland, in Alsace-
Lorraine, and left behind elsewhere. . . minus

Total monetary circulation . . .

Cash holdings of credit institutions . . . . minus

T o t a l m o n e t a r y c i r c u l a t i o n o u t s i d e b a n k s

In milliards
of,RM

12

59

14

73

12

85

2 0

6 5

2 5

40

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

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

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

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

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

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

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

" m o n e y float" i s s o g r e a t t h a t h i g h t a x e s a n d d u t i e s c a n o f t e n b e p a i d o u t

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

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

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

h a v e o c c u r r e d i n t h e s e p a r a t e z o n e s . T h u s , t h e b a n k i n g s t r u c t u r e h a s b e e n

r e d e s i g n e d o n "a. n e w p a t t e r n i n t h e S o v i e t z o n e , a l l o l d a c c o u n t s b e i n g

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

o l d a c c o u n t s g e n e r a l l y r e m a i n i n g f r e e fo r u t i l i s a t i o n . I n B e r l i n , t h e S t a d t k o n t o r

h a s b e e n f o r m e d ; i n t h e B r i t i s h z o n e t h e R e i c h s b a n k is m a i n t a i n e d a n d i n

t h e A m e r i c a n a n d F r e n c h z o n e s l o c a l P r o v i n c i a l C e n t r a l B a n k s ( L a n d e s -

z e n t r a l b a n k e n ) h a v e b e e n c r e a t e d . S o l o n g a s a u n i f o r m financial p o l i c y is

l a c k i n g a n d t h e b a d l y n e e d e d c u r r e n c y r e f o r m is d e l a y e d , e c o n o m i c a c t i v i t y is

b o u n d t o l ag , w i t h c o n s e q u e n c e s for G e r m a n y ' s e x p o r t t r a d e a n d c a p a c i t y t o

m a k e p a y m e n t s t o t h e o c c u p y i n g p o w e r s . '

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

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

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

T h e d i s c o u n t r a t e of t h e N a t i o n a l B a n k o f B e l g i u m w a s r a i s e d b y i p e r

c e n t , o n 7 t h N o v e m b e r a n d a f u r t h e r % p e r c e n t , o n 1 9 t h D e c e m b e r 1 9 4 6 ,

t h e r a t e b e i n g c a r r i e d t o 3 p e r c e n t . ; c o r r e s p o n d i n g i n c r e a s e s w e r e m a d e i n

t h e o t h e r r a t e s c h a r g e d b y t h e B a n k . I n i t s a n n u a l r e p o r t t h e N a t i o n a l

B a n k g i v e s a fu l l e x p o s i t i o n o f t h e c r e d i t s i t u a t i o n w i t h a n e x p l a n a t i o n of t h e

r e a s o n s fo r t h e i n c r e a s e i n b a n k r a t e :

" . . . i n t h e p r e s e n t s t a t e o f fu l l e m p l o y m e n t , a f r e s h i n c r e a s e i n t h e
g e n e r a l d e g r e e o f e c o n o m i c a c t i v i t y c o u l d o n l y c o m e f r o m s t r u c t u r a l
m o d i f i c a t i o n s i n t h e e c o n o m y , w h i c h t a k e t i m e . I t w a s , t h e r e f o r e , p r u d e n t
t o i n d i c a t e , b y t h e c l a s s i c d e v i c e o f a r i s e i n b a n k r a t e , t h a t a n y e x a g -
g e r a t e d e x p a n s i o n i n s h o r t - t e r m c r e d i t w o u l d b e a r r e s t e d . A t t h e s a m e
t i m e c e r t a i n o p e r a t i o n s o f a s p e c u l a t i v e n a t u r e w e r e t o b e p r e v e n t e d .
F i n a l l y , b y i n c r e a s i n g t h e c o s t o f c r e d i t , i m p o r t e r s w e r e i n d u c e d t o
h a v e r e c o u r s e r a t h e r t o l e s s e x p e n s i v e f o r e i g n c r e d i t s .

R e c e n t i n t e r n a t i o n a l e c o n o m i c d e v e l o p m e n t s , m o r e o v e r , i n d i c a t e d
a t e n d e n c y t o w a r d s a r e v e r s a l , o r a t l e a s t a s l o w i n g - d o w n , i n t h e
e x p a n s i o n m a n i f e s t s i n c e t h e e n d o f t h e w a r . I t w a s n o t i n o p p o r t u n e
t o a l e r t t h e b u s i n e s s w o r l d a n d i n d u c e i t t o p r e p a r e c o n d i t i o n s w h i c h
w o u l d e n a b l e d e s i r a b l e a d a p t a t i o n s t o b e c a r r i e d o u t i n g o o d t i m e . I n
t h i s c o n n e c t i o n , t h e r i s e i n b a n k r a t e s h o u l d a l so b e t a k e n a s a w a r n i n g " .

I n F r a n c e , b a n k r a t e w a s r a i s e d b y o n e - e i g h t h p e r c e n t , t o i 3 /4 p e r

c e n t , o n 1 0 t h J a n u a r y 1 9 4 7 . T h e s i g n i f i c a n c e o f t h i s m o v e m e n t s h o u l d n o t

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

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

c o m m o d i t y p r i c e s b y 5 p e r c e n t , i n D e c e m b e r 1 9 4 6 a n d t h e s e c o n d r e d u c t i o n

i n F e b r u a r y 1 9 4 7 . A f u r t h e r c h e c k t o t h e e x p a n s i o n w a s a p p l i e d f r o m J a n u a r y

- 1 9 4 7 b y d i s c r i m i n a t i o n i n t h e g r a n t i n g o f c r e d i t , t h e n e w m e a s u r e h a v i n g t h e

effect o f a s e l e c t i v e c r e d i t r e s t r i c t i o n ; i t w a s d o u b t l e s s i n s t r u m e n t a l i n p r o -

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

(cf. p a g e 9 4 ) . I n t h e e a r l y m o n t h s o f 1 9 4 7 , n e w s a v i n g s d e p o s i t s a p p r e c i a b l y

e x c e e d e d w i t h d r a w a l s a f t e r a p e r i o d o f s t a g n a t i o n i n t h e l a s t m o n t h s o f 1 9 4 6 , w h e n

t h e af f lux o f f r e s h s a v i n g s h a d d r i e d u p u n d e r t h e i n f l u e n c e o f r i s i n g p r i c e s .
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Omissions are sometimes as interesting as positive actions: after the
revaluation of the Swedish crown in July 1946, the S v e r i g e s R i k s b a n k lost
gold and foreign exchange, there was some stiffening of long-term interest
rates and, for the first time in many years, the advances of the commercial
banks rose to a higher figure than the total of deposits made with them,
there being, moreover, some signs of speculative activity. But bank rate was
maintained unchanged at 2 % per cent, throughout the year. It was officially
stated that the political authorities were opposed to increases in the rate
since this might lead to a setback in residential building; maintenance of the
housing programme without any increase in rents constituted an essential
part of the government's economic policy; it was decided that inflation should
be" combated through a tightening of direct controls.

In a number of countries bank rate is, of course, felt to exert a direct
influence on other elements of the economy than the short-term money
market: in Switzerland, for example, the cost of agricultural mortgages is
closely linked to the discount rate of the National Bank and this link can no
doubt be regarded as one reason for maintaining as low a rate as possible,
the official discount rate having been at 1 % per cent, for the past ten years.

In other smaller countries, conditions vary considerably. F i n l a n d is
concerned to fulfil its reparation obligations without incurring any further
inflation of its currency and credit structure; the struggle seems to have
been rewarded with some success for there was very little increase of the
note circulation, on balance, from the autumn of 1945 to March 1947.* In
January 1946, the central banks in both N o r w a y and D e n m a r k reduced
their bank rates by % per cent, to 2 % a n d 3 % per cent, respectively, these
changes appearing as a sign of relief with the return to more normal conditions.

Except for a short-lived increase in 1939, bank rate in E n g l a n d has
remained unchanged at 2 per cent, since 1932. The Treasury bill rate,
which during the war had been 1 per cent., was cut to % per cent, in the
autumn of 1945 and has since been held at that level without modification.
More remarkable has been the movement of long-term rates, the decline of
which was accelerated up to last autumn. The 2 % pe r cent. Consolidated
Stock (Consols) is redeemable only at the option of the Treasury, which
means that it is practically irredeemable; although only £280 million remains
outstanding, the yield of this stock gives a good indication of the long-term
rate of interest without credit risk. The yield had been almost unchanged
at 3 per cent, for some years but was reduced, from July 1945 onwards,
to its lowest point of 2.53 per cent, in November 1946, when the stock price
touched 99. At the end of October, a new 2 % per cent. Treasury Stock was
issued, dated 1975 "or after", and thus redeemable only at the option of
the Treasury, the terms being very similar to those of "old Consols", i.e. the
best conditions obtained by the Treasury during this century. From November
onwards the market weakened and by March 1947 the price of Consols was

* Bank rate in Finland was raised from 4 to 4% Per cent, early in June 1947.
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Uni ted K i n g d o m
2% per cent. Consols.

down to 95, with the yield up to 2.64 per cent.,
approximately what it had been a year earlier. In
a speech in October 1946, the Chancellor of the
Exchequer said: "A national debt of more than
£24,000 million is only endurable if the average
rate of interest is kept low. Indeed, this is a
necessary condition of any substantial relief of
taxation. Any appreciable rise in the rate of in-
terest would be the surest road to inflation . . . "

It is not always easy to draw a strict line
between current and capital revenue and expen-
diture, but the budget estimates presented to

Parliament for the financial year 1947-48 show a surplus of close on £250 mil-
lion. The Chancellor in his comment said: "Every year should be considered
in the light of the financial and economic situation, the movement of prices,
the level of employment, the danger of inflation on the one hand or deflation
on the other, or whether in this particular year there should be a budget
surplus or deficit," adding, "this is a good year for a surplus."

Yearly
averages

1939
1940
1941
1942
1943
1944

1945
1946

Market
price

67.2
73.5
80.0
82.6
80.7
79.6
85.6
96.3

Yield
per cent.

3.72
3.40
3.13
3.03
3.10
3.14
2.92
2.60

T h e s l i g h t r e a c t i o n o f i n t e r e s t r a t e s i n t h e U n i t e d S t a t e s , d u r i n g 1 9 4 6 ,

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

o f a l o n g d o w n w a r d t r e n d . D u r i n g A p r i l a n d M a y 1 9 4 6 a l l t h e F e d e r a l

R e s e r v e B a n k s a b o l i s h e d t h e p r e f e r e n t i a l d i s c o u n t r a t e o f % p e r c e n t , o n

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

o n e y e a r ; a f t e r t h i s a b o l i t i o n , 1 p e r c e n t , a g a i n b e c a m e t h e r a t e a t w h i c h

m e m b e r b a n k s w o u l d h a v e t o b o r r o w . T h e p r e f e r e n t i a l r a t e h a d b e e n

a d o p t e d i n 1 9 4 2 t o a s s i s t t h e b a n k s t o i n v e s t t h e i r f u n d s i n g o v e r n m e n t

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

s a r y . T h e F e d e r a l R e s e r v e B a n k o f N e w Y o r k i n i t s a n n u a l r e p o r t s a y s :

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

i t w a s i n t e r p r e t e d a s a n i n d i c a t i o n t h a t t h e F e d e r a l R e s e r v e S y s t e m d i d n o t

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

b a n k b o r r o w i n g t o o e a s y . " T h e m o v e m e n t o f i n t e r e s t r a t e s a f t e r t h e a d o p t i o n

o f t h i s m e a s u r e i s s h o w n i n t h e t a b l e .

United States: Market rates in New York.

Monthly
average rates

per cent.

1946 April . . . .

December .

Private paper U.S. Government paper

Short term

Commercial
paper

4-5 months

0.75

1.00

Bankers'
acceptances

90 days

0.44

0.81

Treasury
bills

3 months *

0.375
0.375

Medium and long term

Taxable
notes

3-5 years

1.12

1.22

Treasury
bonds

15 years
and over

2.08

2.24

The Federal Reserve buying rate for Treasury bills of 3k per cent., introduced in April 1942, still remains in force.



During 1946, total Federal Reserve credit outstanding declined on
balance by nearly $1,000 million to $24,000 million, this being the first year
of decline since 1941 when Reserve credit stood at some $2,200 million, i.e.
less than one-tenth of the present level.

A technical factor of great importance for the market was the utilisation
by the Treasury of its General Fund, which was largely deposited with member
banks, to retire government debt; from the high point of $26,000 million in
February 1946 this Fund was drawn down to $3,500. million at the end of
the year — and, in the same period, the Federal debt fell by over $20,000
million to $258,000 million.

Discussion took place during the year regarding the elimination of
certain wartime arrangements under which the Federal Reserve System was
committed to support the market for short-term government obligations: and
the President of the Reserve Bank of New York in particular advocated
"defrosting" short-term interest rates, at an appropriate time, to restore to the
System some measure of control over the volume of Federal Reserve Credit
and "in order to restrain a persistent tendency towards monetization of the
public debt which is inherent in the maintenance of a fixed pattern of
rates". Further steps were taken in the direction of tightening the selective
credit controls of the Federal Reserve System, in particular the regulation of
security margins and of consumer credit; the total volume of consumer credit,
in fact, rose sharply during 1946 and at the end of the year was estimated
at nearly $10,000 million, which is up to the previous peak reached in the
autumn of 1941. . . ; . ,

In continuation of the trend begun in the middle of 1945, new business
borrowing from the commercial banks during 1946 amounted to at least
$4,000 million, being probably greater than in any previous year; the new
borrowing was chiefly for the purpose of financing larger inventories and
increased payrolls, the need to do so growing with rising commodity prices
and wage rates. As a result of various factors, particularly the contractionist
effect of the retirement of government debt, the excess reserves of member
banks in New York and Chicago have disappeared and those of other districts
aggregate less than $1,000 million — a very low figure in comparison with
the- recent past; indeed, member-bank borrowings of $100 to 500 million have
become a regular feature in the returns of the Reserve Banks.

The much-discussed "monétisation" of the public debt in the United States
may be described as the selling of government securities directly or indirectly
to the banking system, thus causing an expansion of bank deposits and, as
a result of the ever-increasing weight of money, continuously declining
interest rates — a process which came to an end in the spring of 1946.
The reduction of the Federal debt, by the use of the Treasury's General
Fund in 1946, is likely to continue in view of the current surplus of budgetary
receipts in 1947, it being estimated that the financial year ending June will
show a surplus of rather over $1,000 million. • , , :



Notes in C i r c u l a t i o n .

Countries

Austr ia
Be lg ium
Bulgar ia . . . . .
Czechoslovakia .
Denmark
Eire .
F in land

France
Greece . . . . . .
Ho l land . . . . .
Hungary
Iceland . . . . .
I taly . . . . . . .

Norway
Portugal
Rou man ia . . . .
Spain . . . . . .
Sweden
Swi tzer land . . .
Uni ted K ingdom .

Canada

Un i t ed States . .

A rgen t i na . .

Bo l i v i a
Braz i l
C h i l e
C o l o m b i a . . . .
Costa R ica . . .
Ecuador . . . . .
Gua tema la . . . .
Mex ico . . . . . .
N i ca ragua . . . .
Paraguay . . . .
Peru
Salvador
Uruguay
Venezuela . . . .

Turkey
Egypt . . . . . .

I nd ia . . . . . . .
Iran . . . . . . .
Iraq
Palestine

South Africa . . .
Australia
New Zealand . .
Japan . . . . . .

June 1939

End of

Dec. 1945 I Dec. 1946 Dec. 1946

in millions of national currency units

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

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

t o d a y — • b a n k r a t e s v a r y f r o m i t o i o p e r c e n t , a n d l o n g - t e r m r a t e s

f r o m 2 p e r c e n t , u p

t o n o m i n a l figures a t

w h i c h n o t r a n s a c t i o n s

t a k e p l a c e a t a l l . B u t

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

b e m a d e : i n R o u m a n i a

a n d C h i n a o p e n i n -

flation i s r a g i n g ; i n

s o m e p a r t s o f E u r o p e

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

i s s t i l l v e r y g r e a t ; i n

p a r t s o f e a s t e r n E u r o p e

t h e r e i s a g r a d u a l r e -

flation a f t e r t h e d r a s t i c

d e f l a t i o n a r y m e a s u r e s

b y , w h i c h i n f l a t i o n

w a s a r r e s t e d ; o u t s i d e

E u r o p e a n d A s i a , i n -

flationary f o r c e s m a y

n o t h a v e b e e n e n t i r e l y

e l i m i n a t e d w i t h t h e

d e c l i n e o f w a r e x p e n -

d i t u r e , b u t t h e y a r e

w e l l w i t h i n t h e p o s s i -

b i l i t i e s o f c o n t r o l .

900 0)
22,212
2,891
10,740 (<)

446
16

2,200
122,611
8,002
1,045
885 (5)
12

19,411
475

2,096
38,683
13,536(8)
1,059
1,729
499

213
7,047

1,128
301

4,803
866
57
28
64
8

318
11
12 0°)

113
15
91

134 C10)

211

21

1,846
893

4
6

19
48
16

2,490

71,798
69,921
24,233
1,561

42
13,598

579,093
104,083
1,386

765,446 P)
177

382,050 (')
1,478
8,166

1,212,925
18,961
2,782
3,835
1,375
992

28,515
2,830
1,541
17,535
2,892
205
80

335
26

1,731
47
27
502
46
180
388
881
141

12,109
6,574

40
47
68
200
46

55,400

5,656
73,891
75,090 (3)
43,589
1,633

45
18,233

733,797
537,463

2,744
968 (6)
167

505,052 (')
1,933
8,793

6,117,603
22,777
2,877
4,091
1,422
1,031

28,952
4,065
1,683

20,500
3,552
260
72

362
29

1,804
44
32

599
50

197 (12)
505

937
137

12,352
6,859

39
42
66

207
50

91,300

629 (?)
333

2,600
406
366
276
829
598

6,7/6
S 63
109 (e)

1,341
2,602
407
479

15,815
168 (»)
272
237
285

484
411

360
558
427
410
453
261
562
376
567
419
259 (")
529
338
2/6 C2)
377 (")

445
66/

669
768
895
708 "

343
437
322

3,566

0) 7th March 1938. (2) Compared with 7th March 1938.'
(3) Including special Treasury bonds in circulation.
(") Estimate of total circulation in Bohemia, Moravia, Silesia and Slovakia.
<5) In pengö. (6) In forints, compared with the pengö circulation.
(') Including Allied Military currency. (8) End of December 1941.
(9) Compared with end of December 1941. (") End of December 1939.
01) Compared with end of December 1939. O!)-End of November 1946.

T h e r e a r e o f t e n

a v a r i e t y o f c o n t r a -

d i c t o r y i n f l u e n c e s

m a k i n g t h e m s e l v e s f e l t

i n d i f f e r e n t c o u n t r i e s ,

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

fluences b e i n g m o n e -

t a r y , s o m e e c o n o m i c

a n d o t h e r s o f a p s y c h o -

l o g i c a l n a t u r e ; W h i l e

a d o s e o f m o n e t a r y

e x p a n s i o n , e v e n i f i t

l e d t o m i l d i n f l a t i o n ,

m a y h a v e e a s e d t h e

c o n v e r s i o n f r o m p e a c e -

t i m e t o w a r t i m e a c t i -

v i t i e s , i t i s o b v i o u s

t h a t b e y o n d a c e r t a i n
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point inflation becomes inimical to economic health and anti-inflationary
counter-measures are required. Such measures do not necessarily mean "dear
money, depressed trade and mass unemployment" but they should exert a
steadying effect on the price level and lead to a re-establishment of confidence
in the currency and of the credit position of the countries concerned.

The general tendency in altogether too many countries at the present
time is clearly towards inflation, and to advocate remedial action in these
cases is to call for a b r a k e on d a n g e r o u s t r e n d s . Such action may
be in the economic, monetary or psychological fields. In the latter class are
the decrees, issued with general approval in December 1946 and February
1947, calling for cuts in French prices. In the monetary or rather fiscal
field the realisation of a budget surplus from taxation or other ordinary
internal revenue has been, or appears likely to be, attained this year in the
United States, Canada, the United Kingdom, Switzerland, Sweden and some
other countries, i.e. mostly those spared the direct devastation of the war;
and it has proved possible in a number of other countries, such as Belgium,
Norway and Denmark, for the Treasuries to cease having resort to the
central bank. In the economic class, an anti-inflationary force which has
certainly been very welcome in some countries has been the surplus of
imports obtained by the utilisation of foreign credits. Similarly, UNRRA
supplies, given freely by the Anglo-Saxon countries, have been sold to the
local populations and, particularly in Italy, Yugoslavia and Poland, have
enabled the governments of these countries to build up funds in local
currencies; in accordance with the U N R R A agreement, these funds are later
to be utilised for specific purposes, but their constitution has been a defla-
tionary force giving valuable aid to the local governments to obtain and
maintain control of their financial position.

Certain restraining forces are thus at work, as the above examples
demonstrate — but they may not be sufficient alone to counteract the
inflationary forces still operative. In the United States, the surplus of budget
receipts and the retirement of government debt are having their first effects —
the creation of fresh liquid assets in the hands of the public is coming to
an end, the pressure of new money on interest rates is weakening and the
long downward trend of yields has given way to a slight rise. And somewhat
similar effects may be expected elsewhere as budgets reach equilibrium.
Further, borrowing on private account is becoming of greater importance,
as the marked increase of advances by the commercial banks since the war
has shown in many countries.

The future of interest rates in the world is not easy to predict but the
movements during the past year have been illuminating, and it is worthy of
remark that in some countries the "defrosting" of short-term rates has been
under discussion and, in others, it has not been considered old-fashioned to
make use of the classic weapon of bank rate.
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IX. National Economie Plans in Europe.

In the summer of 1945, emergency measures were taken to feed the
populations of war-torn areas, to provide for medical and social needs,
such as elementary housing accommodation, and to get the necessary
minimum of transport going again. But, after all the devastation caused by
the war and, in general, the serious economic dislocation of Europe,
it was natural for the governments to try to envisage the development of
the national economy over a more extended period. In countries in which
the state has become the sole or main owner of natural resources and
industrial enterprises, it is obviously incumbent upon the government to
arrange for a. proper planning of the economic activities. But also in several
countries which rely mainly on private enterprise, the authorities have drawn
up plans designed to activate economic development, priorities being fixed
for the order of investment of available funds with a view to ensuring
special attention to what are considered essential tasks.

Even when no formal plans have been elaborated, the governments
have in some cases thought it advisable to announce definite "targets" to
be attained in matters of particular importance. Thus, in the United Kingdom
great emphasis has been placed on the necessity of raising exports to 175
per cent, of the 1938 volume in order to obtain equilibrium in the
balance of payments by 1951, when the American credit lapses. To this end,
all except the most indispensable domestic requirements are being held back
in order to give priority to exports. In Italy, too, careful estimates have been
made of the balance of payments for the year 1947, with the aid of UNRRA
officials, as a preliminary to obtaining foreign credits. In Belgium, a Ministry
for Equipment was created in April 1946 and has made public a first report
on the country's need of investments during the next ten years; but the
estimates thus made have not the character of a plan, properly speaking.

In some other countries planning has been on a more ambitious scale
and projects have been drawn up covering a considerable sector in the
economy of the country concerned, for a number of years ahead. Some
indication of the main lines of the plans elaborated is given in the table,
which also includes some extra-European plans. The- figures on the next page
should be regarded as indicating only the order of magnitude involved.

The plans differ widely as regards not only their duration but also the
fields they cover and the details into which they enter. Usually, they set
targets for production, the immediate target being not the mere regaining
of the peacetime level of production but an extension beyond it.

In the war years, l a b o u r p r o d u c t i v i t y in general diminished as a
result of destruction, the wear and tear of machinery, omission of replace-
ments, the enforced increase of autarky, under-nourishment, physical and
psychological fatigue, etc. Since the reattainment of pre-war production, at
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the very least, is a fundamental condition for the reconstruction of economic
life, the governments have felt obliged to concern themselves with this
crucial problem by trying to create the material and psychological conditions
for an improvement — and one of the methods adopted has been the
elaboration and application of economic plans.

C z e c h o s l o v a k i a and B u l g a r i a have limited themselves to two-year
plans and P o l a n d and H u n g a r y to three-year plans, while the U.S.S.R.

National Economic Plans.

Country

Duration of
plan

years

5
6
2
2
3
3
5

5
7
5
5

6

period

1947-51
1947-52
1947-48
1947-48
1947-49
1947-49
1947-51

1946-50
1947-53
1947-51
1947-51.

1947-52

Main object of plan

Cost of plan

in

national
currency

units

millions of
U.S. dollars

total
cost

annual
average

France . . . .
Holland . . . .
Bulgaria . . .
Czechoslovakia
Hungary . . .
Poland . . . .
Yugoslavia . .

U.S.S.R. . . .
Iran . . . . . . .
Turkey . . . .
Argentina . . .

Mexico . . . .

modernisation and reconstruction
reconstruction .
industrialisation and rationalisation
economic recovery
reconstruction and development .
reconstruction
reconstruction and development .

reconstruction and development .
economic development
industrialisation
economic development and in-

dustrial expansion
industrialisation and agricultural

expansion

2,250,000
11,700
55,000
69,880

6,110
340,000
278,300

250,300

600

6,600

3,185

18,890
4,410

19O
1,400

520
3,400
5,570

47,200

210

1,660

6 4 0

3,780
735

95
700
170

1,130
1,110

9,500

40

330

105

Note : The amounts are generally expressed in present-day currencies, with the following qualifications:
France: The total indicated in the table is the amount given in the General Report on the Plan of

Modernisation and Equipment published in November 1946. The estimates were made in June 1946
and are based on the maximum capacity of the investment industries. Of the total amount only
one-third, i.e. Fr.fcs 720 milliard, is for the purpose of modernisation properly speaking, the rest
being devoted to reconstruction and delayed maintenance. Fr.fcs 536 milliard are provided for
"basic activities" (coal, electricity, iron and steel, cement, agricultural machinery and transport).

For 1947 a precise programme has been elaborated, the amounts involved being estimated
at Fr.fcs 475 milliard, of which Fr.fcs 300 milliard will be at the charge of the government but only
60 per cent, of this amount, i.e. about Fr.fcs 180 milliard, has so far (up to the end of May 1947)
been authorised.

Ho l l and : The amount in the table is to be provided under the "Frame Plan" for 1946-52, the figures being
expressed in the price level of 1947; of the total investments FI. 4,100 million are for manufacturing
industries, FI. 1,300 million for agriculture and the remainder for trade, transportation, dwellings
and the replenishment of stocks.

Czechoslovak ia : Of the total investments shown in the plan, Kcs 47,740 million are for Bohemia and
Moravia and Kcs 22,140 million for Slovakia. As regards distribution for different purposes,
Kcs 25,400 million are to be devoted to industry and handicrafts, about Kcs 5,200 million to agri-
culture and Kcs 39,300 million to transport, housing and public works.

Hungary : Forints 1,509 million is to be provided for reconstruction and modernisation of industry;
Forints 1,184 million for the development of agriculture; Forints 1,707 million for the reconstruction
and development of communications and Forints 1,594 million for the development of social and
cultural institutions.

Po land : The original cost of the plan was calculated at 10 milliard pre-war zlotys, corresponding to 1,900 million
pre-war dollars at the official rate of the day. Converted into present-day currency at the official
rate (1:100), this would make ZI. 190 milliard for the whole period of the plan. However, the
present purchasing power of the Polish currency is not sufficiently taken into account in thé above-
mentioned amount. Allowing for the altered purchasing power of the U. S. dollar as indicated
by the wholesale price index, the 1,900 million 1938 dollars would correspond to about 3,400 million
1946 dollars, making ZI. 340 milliard at the present official parity.

U.S.S.R.: The plan is based on 1945 prices. Conversion of the figures into dollars was made at the
official rate.

Yugos lav ia : The plan is applicable from 1st May 1947. 41 per cent, of the amount provided is for industrial
plant and equipment, about 26 per cent, for communications, 11 per cent, for electrification and
8 per cent, for agricultural production.
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and Y u g o s l a v i a have drawn up plans covering five years. In those countries
which suffered most from land fighting, H o l l a n d , P o l a n d and H u n g a r y ,
the plans are essentially for reconstruction, whereas in B u l g a r i a and
C z e c h o s l o v a k i a the emphasis is rather on industrialisation and re-equipment,
and, in F r a n c e , the plan proposes a complete modernisation of the
economy. There is a considerable difference in the extent to which the
plans are worked out; in France and Poland, the detailed examination goes
very far (in France, especially as regards the "basic activities"), while in
some other countries the plans have more the character of "frames" to be
filled in later.

If the regaining and even surpassing of the peacetime level of production
is the immediate target, it should be borne in mind that reconstruction
and expansion are usually coupled with s t r u c t u r a l m o d i f i c a t i o n s affecting
the whole economic system. Without exception, these modifications take the
form of i n c r e a s e d i n d u s t r i a l i s a t i o n varying in intensity from country
to country. As a generalisation it may be said that the main purpose of
the plans is to achieve a degree of industrialisation approaching the standard
reached in technically advanced countries. Such a process of industrialisation
will often be accompanied by a r e l a t i v e d e c r e a s e in a g r i c u l t u r a l ac t i -
v i t y and a change-over from extensive types of cultivation, especially of
cereal crops, to intensive types (such as industrial plants, fruit-growing,
horticulture, fodder crops) together with highly developed cattle-breeding,
dairy farming, etc. Countries such as Hungary and Poland, which previously
counted as predominantly agricultural, show no desire to resume agricultural
exports in the form customary hitherto, being more disposed to concentrate
on processed products incorporating a greater amount of labour of a more
remunerative kind. It is expected that the policy of industrialisation and
of turning to intensive farming will tend to absorb the surplus agricultural
population in eastern and southern Europe. In these countries there is a
great demand, as elsewhere, for highly qualified personnel but there , is not,
as in western Europe, an acute shortage of manpower as such.

The plans being concerned mostly with a speedy advance in industriali-
sation, an essential point in their elaboration has been h o w to d e a l w i t h
s h o r t a g e s — w h e t h e r in the form of manpower, raw materials (including
coal), machinery, domestic savings or supplies of foreign exchange. For the
solution of the problems various methods are being tried, from allocation
of materials, and sometimes of manpower also, to budgetary appropriations,
the conclusion of foreign loans, etc.

The essence of the domestic financial problem is the necessity of
r a i s i n g d o m e s t i c s a v i n g s above the normal level. Since voluntary
savings can hardly be expected to reach sufficiently high levels in countries
which have suffered devastation and impoverishment, the economic authori-
ties are contemplating forms of additional compulsory saving, e. g. through
taxation or rationing of consumption. In order to be successful, they must
limit the current consumption of the government also and thus do away
with deficits on the current account of the national budget.
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Planned Economic Development in Eastern Europe.

Countries 1946 1947 1948 1949 1950 1951

Index figures: pre-war = 100*

Bulgaria . . . .
Czechoslovakia .
Hungary . . . .
Poland
U.S.S.R
Yugoslavia . . .

Agricultural

80

38

113

57

Prod uction
134
100

65
100
80

127
152

I n d u s t r i a l P r o d u c t i o n

Bulgar ia . . . .
Czechoslovakia .
Hungary . . . .
Poland
U.S.S .R. . . . .
Yugoslavia . . .

91

67

136

92

167
110

128
126
152

148
323

Bulgar ia . . .
Czechoslovakia
Hungary . . .
Poland . . . .
U .S .S .R . . . .
Yugoslavia . .

National

86
84
57
50

120
91
72
71

1 ncome

144

86
93

101
116

138
193

P r a c t i c a l l y al l

t h e p l a n s f o r e s e e

f o r e i g n b o r r o w -

i n g i n o r d e r t o

s u p p l e m e n t d o -

m e s t i c s a v i n g s a n d ,

i n p a r t i c u l a r , t o

p u r c h a s e m a c h i n e r y

a n d m a t e r i a l s n o t

a v a i l a b l e a t h o m e .

A c r i t i c a l p o i n t

fo r a l l o f t h e m is

i n d e e d t o b e f o u n d

i n t h e b a l a n c e o f

p a y m e n t s : i n t h e

m a j o r i t y o f c a s e s ,

t h e p l a n s f o r e s e e

a n i m p o r t s u r p l u s

d u r i n g a t r a n s i t i o n

p e r i o d c o v e r i n g t h e

first f e w y e a r s o f

t h e i r a p p l i c a t i o n ,

n o t w i t h s t a n d i n g al l

e f for t s t o s t i m u l a t e e x p o r t s . S e v e r a l g o v e r n m e n t s c o u n t o n l o a n s f r o m t h e

I n t e r n a t i o n a l B a n k for R e c o n s t r u c t i o n a n d D e v e l o p m e n t t o f ac i l i t a t e t h e

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

i n M a y 1 9 4 7 .

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

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

m a c h i n e r y o f h i g h e f f i c i ency c o n s i s t i n g o f off ic ia ls , w h o , b e s i d e s t h e t e c h n i c a l

q u a l i f i c a t i o n s n e e d e d fo r p r e p a r i n g t h e p l a n s a n d e x e c u t i n g t h e m w i t h su f f i c i en t

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

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

f e e l i n g for t h e f u n d a m e n t a l b a l a n c e w h i c h h a s t o b e e s t a b l i s h e d a n d m a i n t a i n e d .

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

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

m i e s m e e t o n e a n o t h e r , t h a t a n e e d o f c o o r d i n a t i o n a r i s e s ; t o s o m e

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

E u r o p e . B u t , b y a n d l a r g e , t h e p l a n s a r e c o m p e t i t i v e , n o t o n l y as f a r a s

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

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

Czechoslovakia: 1937 = 100; Hungary and Poland: 1938 = 100; Bulgaria and
Yugoslavia: 1939 = 100; U.S.S.R.: 1940 =100.
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X. Current Activities of the Bank.

i . O p e r a t i o n s of t h e B a n k i n g D e p a r t m e n t .

The balance sheet of the Bank as at 31st March 1947, examined and
certified by the auditors, is reproduced in Annex I to the present Report. It
shows a total of 499.1 million Swiss gold francs (of 0 .2903 . . . grammes of
fine gold) against 451.4 million on 31st March 1946, the increase being
mainly due to accounting changes as explained more fully on page 161. As
in preceding years, the method of conversion of the currencies included in
the balance sheet is based on the U. S. Treasury's official selling price for
gold and on the exchange rates quoted for the various currencies against
dollars on the date of the closing of the Bank's accounts. In the few cases
in which the" rates are not the same on the two relevant dates, the changes
which have occurred are of no practical importance so far as the Bank's
accounts are concerned.

There has been a progressive revival of activity in the Bank's operations,
the volume of business during the financial year 1946-47 having been ap-
preciably larger than in the two preceding years.

During the war the Bank had deliberately sacrificed the yield from its
investments to considerations of safety and liquidity, in order to retain com-
plete freedom of action for the future. To that end, it had shortened the
term of its investments and had accumulated a substantial stock of gold for
its own account, particularly in Switzerland and the United States. This
meant a considerable decrease in its current receipts. During the financial
year under review, however, measures, discussed in detail on page 163,
were taken for a progressive re-establishment of equilibrium between current
income and expenditure.

Earmarked gold, not included in the balance sheet, fell from 49.5 million
Swiss gold francs on 31st March 1946 to 44.2 million on 31st July 1946. By
31st January 1947 the total had increased to 45.9 million, the figure recorded
at the end of the financial year.

The Bank's monthly statement of account reached its lowest total on
31st May 1946 with 449.0 million Swiss gold francs. Apart from the end-of-
year figure, the highest total was 463.6 million, recorded on 31st January 1947.

A. A s s e t s .

A comparison of the various items on the assets side of the Bank's
balance sheet on 31st March 1947 with the corresponding items at the end
of the previous financial year shows certain changes which are explained
below.

On 31st March 1946, the item go ld in b a r s a n d c o i n s totalled
120.2 million Swiss gold francs. It reached its lowest level, 82.7 million, at the
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end of the financial year, after having r isen to 124.8 mill ion o n 31st A u g u s t 1946.

T h e decline t h u s registered occurred, for t h e most par t , after 30th N o v e m b e r

and was t h e resul t of measures taken to increase the remunera t ive par t of the

Bank 's assets. Some of the gold sold ( the equivalent of 24 mil l ion Swiss gold

francs) was used in inves tment operat ions which entailed a forward repurchase ,

so tha t at t h e end of M a r c h 1947 t h e total of assets held or realisable in

gold was only 14 mill ion less t h a n at t h e end of M a r c h 1946.

T h e t ransact ions in ques t ion , all effected wi th central banks , are the

first of the i r k ind ever hand led b y t h e Bank and represent an interest ing

exper iment b o t h for t h e Bank itself and for t h e central banks concerned . In

the past , t he Bank had confined itself to receiving and adminis ter ing

deposi ts expressed in a weight of fine gold.

T h e B a n k ' s o w n s t o c k o f g o l d a m o u n t e d to 103.2 mil l ion Swiss gold

francs on 31st M a r c h 1946. O n 31st M a r c h 1947 it was d o w n to 88.6 mil-

lion, taking in to account t h e forward opera t ions men t ioned above.

C a s h o n h a n d a n d o n c u r r e n t a c c o u n t w i t h b a n k s decl ined m o r e

or less steadily from 31st M a r c h 1946, w h e n it s tood at 13.7 mil l ion Swiss

gold francs, t o 31st Oc tober , w h e n it was d o w n to 4.1 million. A s a result

of operat ions wh ich temporar i ly necessi tated a more substant ia l ho ld ing of

l iquid funds, t h e total rose again to 13.1 mil l ion on 31st January . A t the

end of t h e financial year t h e figure was 9.1 million, t h e cash hold ing in

Swiss francs t h e n account ing for abou t 80 per cent, of tha t total .

R e d i s c o u n t a b l e b i l l s a n d a c c e p t a n c e s , consist ing of commercial

bills, bankers ' acceptances and T r e a s u r y bills, were at t h e comparat ively low

level of 11.4 mil l ion Swiss gold francs at t h e beginning of the financial year

and decl ined still fur ther to 5.6 mil l ion at t he end of N o v e m b e r . In

D e c e m b e r t h e total in-

creased to 26.4 mil l ion

and, cont inuing to rise

m o r e or less steadily,

reached 27.6 mil l ion at

t h e end of M a r c h 1947.

T h e increase was chiefly

in T r e a s u r y bills, t he

following table com-

par ing the posi t ion of the two ma in categories of bills on 31st M a r c h 1946

and on 31st M a r c h 1947.

T h e greater par t of t h e increase in the total of T r e a s u r y bills is directly

connected wi th t h e operat ions for t h e sale and forward repurchase of gold

men t ioned above.

T h e r e has also been an appreciable increase in t i m e f u n d s a t i n t e r e s t .

O n 31st M a r c h 1946 the total of these inves tments , wh ich were t h e n con-

fined to funds ma tu r ing wi th in 3 m o n t h s , was 2.7 mil l ion. O n 31st July they

stood at 7.3 million, fell t o 5.8 mil l ion on 31st O c t o b e r and rose again to

31st March 1946 . . .

31st March 1947 . . .

Difference . . .

Commercial
bills and
bankers'

acceptances

Treasury
bills Total

in millions of Swiss gold francs

7.6

5.5

— 2.1

3.8

22.1

+ 18.3

11.4
27.6

+ 16.2
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•i S', i million on 31st December, 10.5 million being then invested at not more
than 3 months, 3.2 million at 3-6 months and 1.4 million at more than
6 months. On 31st March 1947 the total was a little under 13 million,
10.1 million maturing within 3 months, 1.4 million in 3-6 months and 1.4 mil-
lion in 6-9 months.

S u n d r y Bi l l s , - I n v e s t m e n t s a n d C l a i m s , which showed a total at
the beginning of the financial year of 303.1 million Swiss gold francs,
reached a minimum of 301.7 million on 30th April 1946 and a maximum
of 323.3 million on 28th February 1947. When the annual balance sheet as
at 31st March 1946 was published, it was indicated that funds invested
in Germany formed the greater part of this item.

For the sake of greater clarity, the whole of the Bank's funds in
Germany are shown in the balance sheet as at 31st March 1947 under a
separate heading, entitled: " F u n d s i n v e s t e d in G e r m a n y — i n v e s t e d
in 1 9 3 0 - 3 1 in a p p l i c a t i o n of p r o v i s i o n s of H a g u e A g r e e m e n t s of
1 9 3 0 " . The assets thus held, totalling 291.2 million Swiss gold francs, all
have their origin in funds which were placed in the German market, during
the years 1930 and 1931, in fulfilment of the obligations laid upon the Bank
by the Hague Agreements of 1930 and they share in the privileges provided
under those agreements. No new funds have been placed in Germany by
the Bank since 1931.

It will be remembered that by the terms of the "New Plan", which is
the description given to the Hague Agreements and the various documents
forming part thereof, the Bank was required to set up "machinery which
will provide an elastic element between the payments to be made by Germany
and their realisation" and, within the limits of the funds at its disposal and
with due regard to its liquidity, it was to take action for the purpose of
forestalling "circumstances which might of themselves lead to a transfer post-
ponement" by (a) direct credits to the Reichsbank and (b) investing part of
the annuity receipts in Reichsmarks on the German market in agreement with
the Reichsbank.

In order to facilitate the transfers to the Creditor Governments, the
Bank progressively increased its investments on the German market from July
1930. As the situation became critical in May-June 1931, it also participated
equally with the Federal Reserve Bank of New York, the Bank of England
and the Bank of France in a short-term credit of $100 million opened in
favour of the Reichsbank; this credit was finally repaid in April 1933.

By July 1931, in fulfilment of its obligations, the Bank had thus
invested in Germany, in addition to funds held in Reichsmarks to meet
current payments for reparation deliveries in kind, an amount equivalent to
(a) the total of the long-term deposits which had to be placed at its disposal
by the Creditor Governments and the German Government under the New
Plan and (b) a part of its own funds. •
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It should be observed that, under the mechanism provided by the New
Plan for the collection by the Bank, in currencies of its own choice, of the
monthly instalments of the reparation annuities, the Bank had not only
the right but also the practical means of reducing its investments on the
German market whenever it wished.

As a result of the Hoover Moratorium, however, payment of the monthly
reparation instalments was suspended for a year from ist July 1931. A
joint declaration of 23rd July 1931, made by the representatives of the
Governments of the United States, Belgium, France, Germany, Italy, Japan
and the United Kingdom at a conference held in London, and officially communi-
cated to the Bank, recommended, inter alia, that concerted measures should
be taken by the financial institutions of the various countries to maintain the
volume of credits granted to Germany. Since that time, the total of the
funds held by the Bank on the German market, as a consequence of the
execution of its obligations under the New Plan, has remained substantially
unchanged, apart from the utilisation of Reichsmarks in connection with the
liquidation of contracts for deliveries in kind, the Reichsmarks in question
being earmarked for that particular purpose. Such minor fluctuations in the
net position as have occurred since 1931 have arisen in the following three
ways: a small payment made by the Reichsbank in 1932, in accordance with
the provisions of the New Plan, in respect of the subscription of capital in
the Bank; the accumulation of interest earned on the investments; and the
transfers into foreign currencies or gold in connection therewith.

At 31st March 1947, the funds invested in Germany were represented
by the following claims (the rate used for the conversion of Reichsmarks into
Swiss gold francs being based on the value of the Reichsmark as defined
in the Hague Agreements):

-Millions of
Claims on: • Swiss gold francs

Reichsbank 35.0
Golddiskontbank (funds at interest and matured bills) 70.1
German Treasury (matured bills and bonds) . . . . 76.2
German Railway Administration (matured bills) . . . 73.3
German Postal Administration (matured bonds) . . . 36.6

291.2

The bills and bonds held as at .18th April, 1945, the latest date, in
respect of which information with regard to these investments has been
received, are included at their nominal value; no addition has been made in
respect of interest for the period after the different dates of maturity nor
in respect of interest on the funds at the Golddiskontbank after 31st March,
1945. The Bank, however, reserves its right to claim such interest.

The rights and obligations of the Bank under the Hague Agreements
in respect of its assets in Germany and the long-term deposits entrusted
to it have not been. altered by the suspension of the annuity payments,



firstly under the Hoover Moratorium and later under transitional measures
taken at the Lausanne Conference. The Lausanne Agreement which was
signed on 9th July, 1932, contained a final settlement replacing the annuities
under the Hague Agreements, but this agreement was not ratified by any of
the signatory Governments. Since 1932, therefore, there has been a de-facto
suspension of the annuity payments fixed by the Hague Agreements without
these latter having been cancelled or replaced by any instrument which could
validly modify the previous legal position. The Bank, by a letter dated
2nd May 1945, drew the attention of the Governments concerned to the
legal position with regard to its funds in Germany and the long-term deposits
of the Governments and requested that the rights to which it is entitled
under the terms of the agreements in force should be fully safeguarded.

The direct claim which the Bank has on the German Government
(76.2 million Swiss gold francs) is practically equal in amount to the long-
term deposit of that Government (76.3 million Swiss gold francs). Wi th
regard to the long-term deposits of the Creditor Governments, the conditions
and, in particular, the currency or currencies of repayment when the deposits
may become due have never been clearly defined, as has in fact been stated
each year in the Note on the annual balance sheet of the Bank.

There can be no doubt, however, that the Hague Agreements and the
documents forming part thereof have not only placed on the Bank certain
obligations, but have also given it special rights and guarantees. Any change
on the part of the Creditor Governments in the legal position created in 1930
must, therefore, in all circumstances fully respect the rights of the Bank or
furnish it with fair compensation before making any final settlement by which
the long-term deposits of the Governments become due for repayment.

Opportunity has been taken in the preparation of the balance sheet to
reinstate under the heading "Provision for contingencies and miscellaneous
items", on the liabilities side, a sum which had hitherto been applied to
the revaluation of assets and accordingly deducted from the amount of the
assets in question. This accounts for the greater part of the increase in the
balance-sheet total as set out in the opening paragraph (on page 157) of
this particular section of the Report.

The assets of the Bank, other than those invested in Germany, amount
to about 208 million Swiss gold francs. Of these, 83 million Swiss gold
francs is represented by gold, chiefly in Berne, New York and London, and
almost the whole of the remainder is at short-term and expressed in dollars
or Swiss francs, or consists of investments connected with forward repurchases
of gold.

B. L i a b i l i t i e s .

There has been a slight change in the arrangement of the various
headings, "Long-term deposits" having been placed lower down in the
balance sheet, above "Miscellaneous", and entitled "Long-term deposits —
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received in application of provisions of Hague Agreements of 1930". The
title of the item "Miscellaneous" has been amended in order to bring out the
fact that it includes the "Provision for Contingencies", to which has been
added, as mentioned above, the amount hitherto applied to the revaluation of
assets. On 31st March 1947, the item in question amounted to 97.6 million
Swiss gold francs, against 55.9 million a year earlier.

D e p o s i t s of c e n t r a l b a n k s for t h e i r o w n a c c o u n t amounted to
3.7 million Swiss gold francs on 31st March 1946. Apart from a small-rise
recorded on 30th April, they remained more or less at the initial level until
31st August, and even declined to slightly less than 3 million on 3 ist October.
There was an increase after that date and at the end of the financial year
the total was 8.1 million.

Fluctuations in the total of d e p o s i t s of c e n t r a l b a n k s for a c c o u n t
of o t h e r s remained within narrow limits. After having stood at a little
above 0.6 million Swiss gold francs up to 31st December 1946, these
deposits subsequently rose by rather more than 0.2 million and totalled nearly
0.9 million at the end of the financial year.

D e p o s i t s of o t h e r d e p o s i t o r s rose from 0.4 million on 31st March
1946 to more than a million on 31st July. After that date, there was a
reduction and they appear in the balance sheet as at 31st March 1947 at a
total of 0.6 million.

B a n k d e p o s i t s e x p r e s s e d i n a w e i g h t of g o l d , totalling nearly
17 million Swiss gold francs on 31st March 1946, fell to 14.5 million on
30th June but rose again to 20.8 million a month later. In the balance sheet
as at 31st March 1947 they are shown at the total of 18.1 million Swiss gold
francs.

The volume of business on these accounts in connection with inter-
national postal payments remained very small, though twice as large as in
the preceding year.

The number of holders of gold deposit accounts in the Bank's books
was twenty-two on 31st March 1947, against twenty-five a year earlier.

All the interest earned in the financial year on the Bank's investments
other than those in Germany was duly received.

The very small balance outstanding on the old credit granted to the
National Bank of Hungary, on which capital repayments had been regularly
made in accordance with the agreements, has now been refunded. New
credits extended to various central banks have been granted for periods of
six months or one year and on terms in accordance with market conditions.
To meet the needs of central banks, a number of purchases, sales and



exchanges of gold were effected during the financial year under review. As a
result, the Bank has been able to adjust the geographical distribution of its
own stock of gold.

2. T r u s t e e a n d A g e n c y f u n c t i o n s of t h e Bank.

During the year under review, there has been no change or develop-
ment in the Trustee and Agency functions of the Bank.

3. F i n a n c i a l R e s u l t s .

The accounts for the seventeenth financial year ended 31st March 1947
show a surplus, including net exchange gains, of 692,787.01 Swiss gold francs,
the Swiss gold franc being as defined by Article 5 of the Bank's Statutes,
i.e. the equivalent of 0 . 2 9 0 3 2 2 5 8 . . . grammes fine gold. For the sixteenth
financial year, the accounts showed a net loss of 616,581.45 Swiss gold francs.
For the purpose of the balance sheet as at 31st March 1947, the foreign
currency amounts of the assets and liabilities have been converted into Swiss
gold francs on the basis of the quoted or official rates of exchange or in
accordance with special agreements applicable to the respective currencies, and
all assets are valued at or below market quotations, if any, or at or below cost.

In comparing the surplus for the seventeenth financial year with the net
loss for the preceding financial year, it should be observed that the former
includes a substantial amount in respect of net exchange gains. During
the first part of the financial year under review, current income from the
Bank's investments fell short of current expenditure. As the result of
various measures taken to increase the interest-bearing part of the Bank's
assets, this deficit was progressively reduced so that, by the end of the
financial year, current . expenditure was covered by current income in the
form of interest earned on investments. Furthermore, the amounts earned
in the course of the financial year from operations in gold and foreign
exchange more than cover the difference in the early months of the financial
year between the expenditure and the income from investments and there
remains a surplus for the whole year sufficient, in fact, to offset the loss
incurred in the preceding financial year.

The Board of Directors, considering that it is necessary to make the
maximum possible provision for contingencies, has decided that the surplus
of 692,787.01 Swiss gold francs for the year should be transferred to the
Special Suspense Account 1944-45. This account was established at the end
of the fifteenth financial year when, having regard to the exceptional circum-
stances then existing, it was decided to place the surplus of 4,429,562.41 Swiss
gold francs for that year to the credit of a Special Suspense Account 1944-45.
The deficit for the sixteenth financial year ended 31st March 1946 was
covered by a transfer from this account, but, after the transfer to it of the
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surplus of the seventeenth financial year, the balance on the account totals
4,505,767.97 Swiss gold francs, an amount slightly higher than the original figure.

Taking account of the reduced dividends for the financial year 1942-43
and 1943-44 and the absence of dividends for the financial years 1944-45
to 1946-47, the total of the dividends declared is less than the 6 per
cent, cumulative dividends laid down by Article 53 (b) of the Statutes by
133.00 Swiss gold francs per share.

The accounts of the Bank and its seventeenth annual Balance Sheet
have been duly audited by Messrs Price, Waterhouse & Co., Zurich. The
Balance Sheet, together with the certificate of the auditors, will be found in
Annex I and the Profit and Loss Account is reproduced in Annex II.

4. C h a n g e s i n t h e B o a r d of D i r e c t o r s .

At the Meeting of the Board of Directors held on 9th December 1946
— the first Meeting since July 1939 — formal note was taken of the changes
which had occurred in the composition of the Board in the intervening years.

Since the publication of the sixteenth Report of the Bank, there have
been certain additional changes.

On 9th December 1946, the Board elected Sir Otto Niemeyer Vice-
Chairman under Article 39 of the Statutes.

At the Meeting held on 12th May 1947, Herr Ernst Weber, upon
his retirement as President of the Direktorium of the Swiss National Bank,
tendered his resignation as a member of the Board. In his stead, Prof. Dr
Paul Keller, who had succeeded Herr Weber at the Swiss National Bank,
was elected a member of the Board under Article 28 (3) of the Statutes.

A list of the members of the Board in office in June 1947 appears
at the end of the present Report.

In March 1947, the Board learned with deep regret of the death of
Dr L. J. A. Trip, former President of the Netherlands Bank. Dr Trip served
as a Director of the Bank for International Settlements from January 1932
until May 1946 and, for two years, from May 1935 until May 1937, held
the combined offices of Chairman of the Board and President of the Bank.
It is desired ' to place on record the deep sense of gratitude with which
the Board of Directors recalls the great services rendered to the Bank by
Dr Trip. ,



XL Conclusion.

There is truth in the statement that the second world war began before
the world had had time to right itself after the distortions and maladjust-
ments resulting from the first world war. Fortunately, people today are
more aware of the problems connected with the fundamental changes in the
economic and financial structure and they are keenly anxious to avoid a
repetition of the mistakes which interrupted the period of prosperity in the
inter-war years.

An outstanding illustration of t h e p r e s e n t m o r e r e a l i s t i c a n d
r e a s o n a b l e a t t i t u d e , and one which obviously suggests itself, is the writing-
off of wartime mutual aid and of straight lend-lease commitments not covered
by reverse lend-lease. This action has coincided with deliveries of essential
goods and services through UNRRA and other vrelief organisations on a scale
which may, not have satisfied all requirements of the many war-stricken
countries but which, in the aggregate, involved very large sums, probably
the. equivalent of over 5,000 million dollars. Further, more attention than
after the last war is being paid to commercial problems, dealt with primarily
through the different conferences of the International Trade Organisation,
while in the financial sphere two new institutions, the International Monetary
Fund and the International Bank for Reconstruction and Development, have
got into working order under conditions which have placed considerable funds
at their disposal. And, in addition to international cooperation, great efforts
are being made in individual countries to overcome post-war difficulties, to
reconstruct peacetime economies and to influence the business, trend. For a
number of countries carefully worked-out plans have been drawn up and
formally accepted, the purpose being to concentrate available resources on
the carrying-out of certain essential tasks, generally involving a speeding-up
of the process of industrialisation. '

Wi th the exception of a few countries, including Germany and Austria,
in which conditions have been abnormal, ful l e m p l o y m e n t has been the
rule everywhere and, although not always the best instruments of modern
technique have been available, some notable results have been achieved in the
field of reconstruction, especially as regards the restoration of the transport
system and the expansion of industrial production, notwithstanding the many
difficulties caused by continued deficiencies in the output of coal.

But, even if there has been some appreciable economic progress, much
remains to be done, c e r t a i n w e a k n e s s e s being only too evident in the
state of the world today. Apart from the political difficulties, there is still
in many sectors a lack of balance, made more acute by the great fatigue
left by the war. The increased strain in the winter of 1946-47 led to the
réintroduction of monetary and commercial restrictions in countries where
they had ; been abolished and to a stricter application where they were still
in force. And (to turn to another sphere) t he , commitments represented
by accumulated sterling balances, taken together with other outstanding
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liabilities of an official character resulting from the war and its immediate
aftermath, attain a total as high as that which proved so intractable after
the first world war.

That there is no unwillingness to maintain the struggle for improved
conditions is well demonstrated by the assiduous and painstaking manner
in which the problems of the day are dealt with at international meetings
and in the individual countries. It must be admitted that the d i v e r s i t y
of t h e e c o n o m i c s y s t e m s applied in the different parts of the world
adds to the difficulties of finding uniform solutions; but the aim must be
to establish points of contact and to find practical compromises, a funda-
mental condition being that international intercourse will be based on respect
for, and non-interference in, the internal affairs of the individual countries.
Such a principle has received formal recognition in the enactments of inter-
national organisations - for instance, in the provisions governing the International
Bank for Reconstruction and Development, which lay down that "the Bank
and its officers shall not interfere in the political affairs of any member;
nor shall they be influenced in their • decisions by the political character
of the member or members concerned".

Notwithstanding the diversity of economic systems, certain economic
necessities make themselves felt in all countries:

Firstly, the governmental measures must n o t p r o d u c e s i m p l y
n e g a t i v e e f fec ts . Controls, whatever their purpose may be, should not
merely result in a cutting-down of business, for the situation may well require
a more active influence and, perhaps, most of all, such conditions that
private individuals and firms are prompted to do, on their own initiative
and in their own interests, that which is desirable from the general standpoint
of society.

There is the further danger that matters relating to the budget situa-
tion, the balance of payments, prices, wages, etc., may be t r e a t e d as s e p a r a t e
q u e s t i o n s , as if the problems of an economy could be dealt with in watertight
compartments • without regard to the interdependence of economic phenomena.
It is not unusual for plans to be worked out by,individual departments having
little contact with one another, while actual results can, in all probability,
best be obtained by a comprehensive policy designed to eliminate funda-
mental maladjustments.

A third and cognate danger is that the authorities, in their attempts to
find solutions, will deal with s y m p t o m s i n s t e a d of a t t a c k i n g t h e r e a l l y
f u n d a m e n t a l c auses . It would, for example, be too limited and too
superficial an approach to try to deal with the problems of the balance of
payments simply by cutting down imports and artificially stimulating exports,
without attending to the volume of monetary purchasing power in the
domestic economy. For experience shows that an inflationary expansion of
purchasing power at home (whether resulting from current budget deficits,
too large a volume of public or private investments or sudden sharp increases
in wages and salaries unmatched by sufficient goods) acts as an attraction



for imports and as a brake on exports, thus aggravating the disequilibrium
in the balance of payments. Only too often this connection between the
methods of internal financing and the outcome of the balance of payments
is overlooked. But how could inflation, which raises the monetary demand
for goods on the market, have any other effect than to unbalance the
country's foreign payments, especially under a system with relatively fixed
exchange rates? As the monetary reserves feel the drain, the governments
may have to adopt restrictive measures, even though such measures do not
get to the heart of the trouble — the inflationary financing — and may
even, through the exclusion of foreign supplies, render an adjustment of
the price situation more difficult.

It is not a counsel of perfection but basic common sense to emphasise
the importance of b r i n g i n g w a r t i m e i n f l a t i o n a r y m e t h o d s to an e n d
by putting the budget in order, by arriving at a proper relation between
wages and supplies and by adjusting public and private investments to the
volume of available savings. The restoration of a country's domestic credit
position will almost automatically make itself manifest in a stream of com-
mercial credits from abroad in connection with the flow of goods, the
aggregate of such credits having reached considerable proportions in the past.
And restored confidence is likely to be followed also by a current of direct
investments coming from foreign industrial and commercial firms. As far as
the country's own nationals are concerned, gold and foreign exchange should
gradually return from hoards at home and abroad while, as reconstruction
gathers momentum, the flow of internal savings is certain to increase and be
put to constructive use. If these various movements were to set in, the
whole process of recovery, and especially the reconstitution of monetary
reserves, would be less dependent upon the conclusion of one or two large
foreign loans but would be facilitated by a diversity of relatively small though
numerous transactions.

In more than one country in Europe a lack of confidence in the
currency (reflecting an acute fear of inflation) is actually keeping goods from
the market, in spite of all the measures of compulsion which the authorities
impose. In such circumstances foreign loans and other assistance may still
afford relief by providing badly needed commodities; but little lasting good
will have been done if the borrowers fail to take advantage of the foreign
resources as providing a breathing-space in which a coherent series of domestic
measures can be taken; in other words the 'loan should be considered and
employed as part of a c o m p r e h e n s i v e p l a n for financial and monetary
rehabilitation.

The psychological preparedness for the proper execution of realistic
plans, sufficiently all-embracing to command confidence, is greater today than
it was when hostilities ceased. Many illusions have been shed, and there
is a growing sense of the need for effective and even drastic measures.
Conditions would thus seem to exist for a more proper use of outside aid
in the form of loans and other financial assistance. Wha t is needed, then,
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is a coordinated programme into which international investment can be fitted
as one of the measures, essential in itself but fully efficacious only if
supplemented by domestic action. • .. ,

Access to foreign resources is such a great boon that it would be
very regrettable if the additional strength which it provides were to be
frittered away for purposes other than genuine reconstruction and develop-
ment. But, here again, first things must come first: without monetary stability
upheld by a solid budget, the basis will be lacking for the proper direction
of industrial and other investments.

Respectfully submitted,

. R O G E R A U B O I N

General Manager.
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Schedule of Par Values announced by the International Monetary Fund.

Foreword.

Following is a schedule of the par values that have been accepted as the
Init ial Rates under the International Monetary Fund. These rates were announced
generally on December 18, 1946. *

The Fund Agreement requires that "the par value of the currency' of each
member shall be expressed in terms of gold as a common denominator or in
terms of the United States dollar of the weight and fineness in effect on July 1, 1944".

Members have communicated their par values either in terms of gold or of
United States dollars or both. For convenience, all par values below have been
expressed both in terms of gold and of United States dollars in a uniform manner
and with six significant figures, i.e., six figures other than initial zeros. For these
reasons, there may arise in a few cases inconsequential discrepancies in the last,
rounded, decimal figures.

December 18, 1946, GUTT .
Washington, D. C. Managing Director

1

Country

Belgium .
Bolivia. . . .
Canada
Chile

Cuba . . . . . . . . ; .
Czechoslovakia . . . .
Denmark
Ecuador

El Salvador
Ethiopia
France
Guatemala
Honduras
Iceland . . : .
India. . .
Iran . .
1 raq

Mexico . . . .

Norway . . . . . .

Paraguay
Peru
Philippine

Commonwealth . .
Union of South Africa

United Kingdom . . .

United States
Venezuela . . . . . . .

C u r r e n c i e s of M e t r o p o l i t a n A

Currency

Franc . . . .

Dollar . . .
Peso . . . .
Peso . . . .
Colon . . . .
Peso . . . .
Koruna . . .
Krone . . . .
Sucre . . . .
Pound . . .
Colon . . . .
Dollar . . .
Franc . . . .
Quetzal . . .
Lempira . . .
Krona . . . .
Rupee . . .
Rial. . . . .
Dinar . . . .
Franc . . . .
Peso . . . .
Guilder . . .
Cordoba . .
Krone. . . .
Balboa . . .
Guarani. . .
Sol

Peso . . . .
Pound . . .

Pound . . .

Dollar . . .
Bolivar. . . .

Par Values
In Terms of Gold

Grams of
fine-gold per
currency unit

0.020 276 5
0.021 158 8
0.888 671
0.028 666 8
0.507 816
0.158 267
0.888 671
0.017 773 4
0.185 178
0.065 827 5
3.672 88
0.355 468
0.357 690
0.007 461 13
0.888 671
0.444 335
0.136 954
0.268 601
0.027 555 7
3.581 34
0.020 276 5
0.183 042
0.334 987
0.177 734
0.179 067
0.888 671
0.287 595
0.136719

0.444 335
3.581 34

3.581 34

0.888 671
0.265 275

Currency
units per

troy ounce
of fine gold

1,533.96
1,470.00

35.000 0
1,085.00

61.249 5
196.525
35.000 0

1,750.00
167.965
472.500

8.468 42
87.500 0
86.956 5

4,168.73
35.000 0
70.000 0

227.110
115.798

1,128,75
8.684 86

1,533.96
169.925
92.349 8

175.000
173.697
35.000 0

108.150
227,500

70.000 0
8.684 86

(or 173 shillings
8.367 pence)

8.684 86
(or 173 shillings

8.367 pence)
35.000 0
117.250

i r e a s .

Par Values
In Terms of U.S. Dollars

Currency
units
per

U.S. dollar

43.827 5
42.000 0

1.000 00
31.000 0

1.749 99
5.615 00
1.000 00

50.000 0
4.799 01

13.500 0
0.241955
2.500 00
2^484 47

119.107
1.000 00
2.000 00
6.488 85
3.308 52

32.250 0
0.248 139

43.827 5
4.855 00
2.652 85
5.000 00
4.962 78
1.000 00
3.090 00
6.500 00

2.000 00
0.248 139

(or 4 shillings
11.553 pence)

0.248 139
(or 4 shillings
11.553 pence)

1.000 00
3.350 00

U.S. cents
per currency

unit

2.281 67
2.380 95

100.000
3.225 81

57.143 3
17.809 4

100.000
2.000 00

20.837 6
7.407 41

413.300
40.000 0
40.250 0
0.839 583

100.0CO
50.000 0
15.411 1
30.225 0
3.100 78

403.000
2.281 67

20.597 3
37.695 3
20.000 0
20.150 0

100.000
32.362 5
15.384 6

50.000 0
403.000

403.000

100.000
29.850 7

T h e pa r value for Venezuela, which was establ ished on Apri l 18, 1947, n a s been added to the original
Schedule.
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I. Currencies of Non-Metropolitan Areas.

Member and
Non-Metropolitan

Areas

Currency and
relation to

Metropolitan
Unit

Par Values
In Terms of Gold

Grams of
fine gold per
currency unit

Currency
units per

troy ounce
of fine gold

Par Values
In Terms of U.S. Dollars

Currency
units
per

U.S. dollar

U. S. cents
per currency

unit

B e l g i u m .
Belgian_Congo . . . .

F rance .
Algeria
Morocco
Tunisia
French Antilles . . . .
French Guiana . . . .
French West Africa . .
French Equatorial Africa
Togoland
Cameroons . . . . . .
French Somaliland , .
Madagascar and

dependencies . . . .
Reunion
St. Pierre & Mlquelon .
New Caledonia . . . .
New Hebrides
French possessions of

Oceania . . . . . . .
French possessions in

India

N e t h e r l a n d s .
Surinam & Curacao . .

Franc
(Parity with

Belgian franc)

Franc
(Parity with

French franc)

CFA Franc . . . .
(=> 1.70 French

francs)

CFP Franc . . . .
(= 2.40 French

francs) .

Rupee . . . . . . .
(== 36 French francs)

Guilder
( = 1.406 71

Netherlands guilders)

United Kingdom.
Gambia I
Gold Coast . . . . . . I West African Pound .
Nigeria j (Parity with sterling)
Sierra Leone '
Southern Rhodesia . . | Southern Rhodesian
Northern Rhodesia . . > Pound
Nyasaland

Palestine Palestinian Pound

Cyprus .

Gibraltar.

Malta . .

Bahamas

Bermuda.

Jamaica .

Falkland Islands

Cyprus Pound .
(Parity)

Gibraltar Pound.
(Parity)

Maltese Pound .
(Parity)

Bahamas Pound
(Parity)

Bermuda Pound
(Parity)

Jamaican Pound
(Parity)

Falkland Islands
Pound . . . . .

(Parity)

East African shilling
(20 per pound'

sterling)

Kenya ,
Uganda
Tanganyika . . . . . . t
Zanzibar . . ;
Barbados | British West
Trinidad . . . } Indian dollar . . .
British Guiana . . . J (4.80 per pound sterling)

0.020 276 5

0.007 461 13

0.012 683 9

0.017 S06 7

0.268 6O1

0.471 230

3.581 34

British Honduras . . British Honduras
dollar
(4.03 per pound

sterling)

0.179 067

0.746 113

0.888 671

1,533.96

4,168.73

2,452.20

1,736.97

115.7E8

66.004 9

43.827 5

119.107

70.062 8

49,627 8

3.308 52

1.885 85

8.684 86 0.248 139

173.697

41.687 3

35.000 0

4.962 78

1.191 07

1.000 00

2.281 67

0.839 583

1.427 29

2.015 00

30.225 0

53.026 4

403.000

20.150 0

83.958 3

100.000
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I I . C u r r e n c i e s of N o n - M e t r o p o l i t a n A r e a s ( c o n t i n u e d ) .

fiAÛlYihai* onf l
IVI d T1U I? I CtllQ

Non-Metropolitan
Areas

Currency and
relation to

Metropolitan
Unit

Un i ted K ingdom (continued).

Ceylon . . . . .

Mauritius

Seychelles

Fiji

Tonga . . .

Burma

Hong Kong

Malaya (Singapore and
Malayan Union)

Sarawak
British North Borneo

CinoaleselRuoee
* ^ I I I g^ul \ * tf ̂ Jl • »W |^ V ** ' •

(13% per pound
sterling)

Mauritius Rupee . .
(13% per pound

sterling)
Seychelles Rupee. .

(13% per pound
sterling)

Fiiian Pound1 t Jl t* I I 1 V U I 1U > • a t

(1.11 per pound
sterling)

Tongan Pound . . .
(1.2525 per

pound sterling)
Burmfisß RUDGBL# Ul I I I ^O C 1 \ u ^jvw • • a

(at par with
Indian Rupee,

i.e. = 1 shilling
6 pence)

Hong Kong Dollar .
(16 per pound

sterling)
Malayan Dollar . . .

(8.571 428 57
per pound sterling,

or 2 shillings
4 pence per

Malayan dollar)
The Sarawak and

BritishNorth Borneo
Dollars which cir-
culate alongside
the Malayan Dollar
(which is legal ten-
der) have the same
value.

Par Values
In Terms

Grams of
fine gold per
currency unit

0.268 601

3.226 44

2.859 36

0.268 601

0.223 834

0.417 823

of Gold

Currency
units per

troy ounce
of fine gold

115.798

9.640 20

10.877 8

115.798

138.958

•

74.441 7

Par Values
In Terms of U.S. Dollars

Currency
units
per

U.S. dollar

3.308 52

0,275 434

0.310 794

3.308 52

3.970 22

2.126 91

U.S. cents
per currency

unit

30.225 0

363.063

321.756

30.225 0

25.187 5

47.016 7
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Statement concerning Initial Par Values

issued by the International Monetary Fund. (December 18, 1946.)

The International Monetary Fund will begin exchange transactions
on March 1, 1947. The transactions of the Fund will be at the initial par
values which have been determined in the manner laid down in the Fund
Agreement. The par value of each currency is stated in the schedule below.
Eight of the thirty-nine members of the Fund — Brazil, China, the Dominican
Republic, Greece, Poland, Yugoslavia, France in respect of French Indo-China,
and the Netherlands in respect of the Netherlands Indies — have requested,
in accordance with Article XX, Section 4 of the Agreement, more time for
the determination of their initial par values, and the Fund has agreed.
Pending the completion of certain legislative proceedings in Uruguay, the
initial par value of its currency has not yet been definitely established.

This is the first time that a large number of nations have submitted
their exchange rates to consideration by an international organisation and
thus a new phase of international monetary cooperation has begun. The
major significance of the present step is not in the particular rates of exchange
which are announced, but in the fact that the participating nations have
now fully established a régime wherein they are pledged to promote exchange
stability, to make no changes in the par values of their currencies except
in accordance with the Fund Agreement, and to assist each other in attaining
the general objectives of the Fund.

The initial par values are, in all cases, those which have been proposed
by members, and they are based on existing rates of exchange. The accep-
tance of these rates is not, however, to be interpreted as a guarantee by the
Fund that all the rates will remain unchanged. As the Executive Directors
of the Fund stated in their First Annual Report, issued in September:
'We recognize that in some cases the initial par values that are established
may later be found incompatible with the maintenance of a balanced inter-
national payments position at a high level of domestic economic activity. . . .
When this occurs, the Fund will be faced with new problems of adjustment
and will have to recognize the unusual circumstances under which the initial
par values were determined. It is just at such times that the Fund can
be ' most useful in seeing that necessary exchange adjustments are made in
an orderly manner and competitive exchange depreciation is avoided.'

The Fund realizes that at the present exchange rates there are sub-
stantial disparities in price and wage levels among a number of countries.
In present circumstances, however, such disparities do not have the same
significance as in normal times. For practically all countries, exports are
being limited mainly by difficulties of production or transport, and the
wide gaps which exist in some countries between the cost of needed imports
and the proceeds of exports would not be appreciably narrowed by changes in
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their currency parities. In addition, many countries have just begun to recover
from the disruption of war, and efforts to restore the productivity of their
economies may be expected gradually to • bring their cost structures into
line with those of other countries. Furthermore, for many countries now
concerned with combating inflation there is a danger that a change in the
exchange rate would aggravate the internal tendencies toward inflation.

In view of all these considerations, the Fund has reached the con-
clusion that the proper course of action is to accept as initial par values
the existing rates of exchange.
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BALANCE SHEET
IN SWISS GOLD FRANCS (UNITS OF 0.29032258...

ASSETS

I-GOLD IN BARS AND COINS

II-CASH
On hand and on current account with Banks

III—SIGHT FUNDS at interest

IV-REDISCOUNTABLE BILLS AND
ACCEPTANCES
1. Commercial Bills and Bankers'

Acceptances
2. Treasury Bills

V-TIME FUNDS at interest
1. Not exceeding 3 months . . . . . . . .
2. Between 3 and 6 months .
3. Between 6 and 9 months

VI-SUNDRY BILLS AND INVESTMENTS
1. Treasury Bills

(a) Between 3 and 6 months
(b) Between 9 and 12 months . . . . .

2. Other Bills and Sundry Investments
(a) Not exceeding 3 months
(b) Between 9 and 12 months . . . . .
(c) Over 1 year

5,492,828.49
22,095,694.79

10,131,454.13
1,428,449.64
1,423,248.40

706,905.36
28,363,815.44

35,384,598.16
4,487,591.97
5,638,975.98

VII-FUNDS INVESTED IN GERMANY -

invested in 1930—31 in application of
provisions of Hague Agreements of 1930

VIII-OTHER ASSETS

82,688,189.57

9,143,736.28

496,451.34

27,588,523.28

12,983,152.17

74,581,886.91

291,160 279 10

496,453.61

499,138,672.26

NOTE 1 — The Bank holds assets in gold at each of the places where gold deposits are repayable and in short-term

0/

/o
16.6

1.8

0.1

1.1
4.4

•

•

2.0
0.3
0.3

0.2
5.7

7.1 ;
0.9 '
1.1

58.3

0.1

100.0

and sight
funds in the same currencies as the corresponding deposits, in all cases substantially greater than the deposits in
question (Items III and IV — Liabilities).

The use of dollar assets and bar gold held in the U.S.A. is subject, under
license. As regards assets held in other countries, the Governments concerned

wartime regulations, to U. S . Treasury
have, either by special measures, or

as signatories of the Hague Agreements of 1930, declared the Bank, its property, assets and deposits of funds
to It, on the territory of or dependent on the administration of the Parties to be immune "from any disabilities and
restrictive measures such as censorship, requisition, seizure or confiscation, intime

entrusted
from any

of peace or war, reprisals, prohibition
or restriction of export of gold or currency and other similar interferences, restrictions or prohibitions".

TO THE BOARD OF DIRECTORS AND SHAREHOLDERS
OF THE BANK FOR INTERNATIONAL SETTLEMENTS, BASLE.
In conformity with Article 52 oi the Bank's Statutes, we have examined the books and accounts

the information and explanations we have required. Subject to the value of the funds invested in
is properly drawn up so as to exhibit a true and correct view of the state of the Bank's affairs
books of the Bank, as expressed in the above-described Swiss gold franc equivalents of the currencies

ZURICH, May 12, 1947.



ANNEX

AS AT MARCH 31, 1947
GRAMMES FINE GOLD - ART. 5 OF THE STATUTES)

LIABILITIES

I-CAPITAL

Authorised and issued 200,000 shares, each
of 2,500 Swiss gold francs. .
of which 25% paid up :

II-RESERVES

1. Legal Reserve Fund
2. General Reserve Fund

Ill-SHORT TERM AND SIGHT DEPOSITS
(various currencies)
1. Central Banks for their own account:

(a) Not exceeding 3 months
(b) Sight

2. Central Banks for the account of others:
Sight

3. Other depositors:
(a) Not exceeding 3 months
(b) Sight . . . .

IV-SHORT TERM AND SIGHT DEPOSITS
(Gold)

1. Not exceeding 3 months
2. Sight

V-LONG TERM DEPOSITS -
received in application of provisions of Hague
Agreements of 1930
1. Annuity Trust Account Deposits . . . .
2. German Government Deposit . . . . . .

500,000,000.-^

6,527,630.30
13,342,650.13

3,551,422.43
4,558,962.17

88,028.68
522,249.81

244,319.37
17,883,755.06

152,606,250.—
76,303,125.—

VI-PROVISION FOR CONTINGENCIES AND MISCELLANEOUS ITEMS

.125,000,000.—

19,870,280.43

8,110,384.60

891,040.04

610,278.49

18,128,074.43

228,909,375.—

97,619,239.27

499,138,672.26

25.0

1.0

0.7
0.9

0.2

0.0
0.1

0.0
3.6

45.9

19.6

100.0

The rights and obligations of the Bank, in particular with regard to its investments in Germany and to the Long
term Deposits, are governed by the provisions of the Hague Agreements of 1930.

The Bank's commitment in respect of the Annuity Trust Account Deposits is not clearly established, but it is
stated at its maximum amount in Swiss gold francs.

For Balance Sheet purposes the currency amounts of the assets and liabilities have been converted into Swiss gold
francs on the basis of quoted or official rates of exchange or in accordance with special agreements applicable to the
respective currencies.

NOTE I I— Dividends declared prior to the date of the Balance Sheet are less than the 6 % cumulative dividends laid down
by Article 53 (b) of the Statutes by Swiss gold francs 95.50 per share or in total Swiss gold francs 19,100,000.

of the Bank for the financial year ending March 31, 1947, and we report that we have obtained all
Germany, we report that in our opinion the above Balance Sheet, together with the Notes thereon,
according to the best of our information and the explanations given to us and as shown by the
concerned.

PRICE, WATERHOUSE & Co.



ANNEX II

PROFIT AND LOSS ACCOUNT
for the financial year ended March 31, 1947

Swiss gold
francs

Net Income from the use of the Bank's capital and the deposits entrusted to it

(including net exchange gains) 2,591,283.34

Commission as Trustee for International Loans 248.37

Transfer fees 68.30

2,591,600.01

Costs of Administration:—

Board of Directors — fees and travelling expenses. 73,909.96

Executivesand staff —salaries, allowances and travelling expenses 1,483,157.44

Rent, insurance, heating, light and water 95,246.51

Consumable office supplies; books, publ icat ions. . . . . . . . 101,004.01

Telephone, telegraph and postage 28,733.46

Experts' fees (Auditors, interpreters, etc.) . . . . 18,735.11

Cantonal taxation . . 35,483.50

Tax on French issue of Bank's shares . . . . . . . . . . . . . 9,495.84

Miscellaneous . 53,047.17 1,898,813.—

692,787.01

The Board òf Directors, considering that it is necessary to make the maximum *

possible provision for contingencies, has decided that there should be trans-

ferredr to the Special Suspense Account 1944/45, the balance of . . . . . . . 692,787.01



BOARD OF DIRECTORS*

Maurice Frère, Brüssels
Sir Otto Niemeyer, London

Chairman
Vice-Chairman

Baron Brincard; Paris
Lord Catto öf Cairncatto, London
Senatore Luigi Einaudi, Rome
Dr M. W. Holtrop, Amsterdam
Prof. Dr Paul Keller, Zurich
Dr Donato Mé'nichella, Rome
Emmanuel Mpnick, Paris

, • Ivar Rooth, Stockholm
Marquis de Vogué, Paris

Alternates

Hubert. Ansiaux, ..Brussels,
Jean Bolgert, Paris
Cameron F..Cobbold, London • '.
Prof. P. Stopparli, Rome

EXECUTIVE OFFICERS

Roger Auboin . •
Dr Raffaele Pilotti

"Marcel van Zeeland'
Dr Per Jacobsson
Oluf Berntsen .

General Manager
Secretary General

Manager
Economic Adviser
Manager

*,With regard to the German and Japanese membership of the Board, the legal
consequences arising from the situation at the date .of this Report remain to be
determined. ' . , -, °
A second Belgian Director had not yet been appointed at the date of this Report.

16th June 1947.


