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§Eeden, the Fund, and the Bank Robert W. Bean

Now that the Monetery Fund and the World Bank are about to
begin operations, there is likely to be increasing interest in securing
edherence to those¢ orgenizations by some of the neutral countries,
particularly those which «re leonders rather than borrowers. Swedon
and Switzerland are the two most important such countries, and of the
two Swoden has shown by far the greater willingness to lend. Total
foreign crcdits clroeady extonded or promiscd by Swoden amount to some-
thing like &40 million dollars. In actual volume, Swedon's forqign
lending sincc the ond of thc war hus boen exceeded only by thet of the
United Stetes, the United Kingdom, and Cenada, und in proportion to
netionel income hus been approached by nono. The strong demand for
Swodish currency mukes it clear thot her adherence to the Fund end
Bonk would add considereble strength to those institutions.

It is likely that Sweden will eventually find it in hor
irterest to join the Fund and Bunk. The chief inducements will be
the benefits to be derived from gonerul oxchenge-rate stability und
werld economic development. These inducements are the same «s thosse
fcr the United Statos, but are less compelling for Swedon. It would
bc possible for Sweden to onjoy stability of exchunge rates and a rising
wcrld demand for: goods without horself supporting the Fund and the Bank,
since they do not depend on Sweden's support. This consideration is
likely to carry less woight, however, than Sweden's desire to be ac-
ccpted fully into the good gracss of the victor states, und to contri-
bute hor share in a project from which she will benefit. There is also
the inducament offered by the Bonk's security issues as an attractive
outlet for the funds of Swedish insurance companies, savings banks,
ard pension funds, which before the war often had difficulty finding
remunerative invostments. But there esre no other immediate inducements,
ard joining would entail certain sacrifices.
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The disadvantages of joining the Fund &nd the Bank probebly
eppoar to the Swedes to be the following: (1) tho partial surrender
of control over the exchunge velue of the kronc; (2) the obligation
to extond additionel krone credits to foreign countrioes without--in
the case of the Fund--control ovor the volumc or direction of such
crodits; (3) the required gold and foreign exchunge contributions to
the¢ Fund and Benk; cnd (L) the contingent foreign exchange liebility
to moet possible losses incurred by tho Bank.

There may alsc be misgivings ebout Russia's gbsence from
the Fund and Bank. Sweden would hesltate to join if she felt that
thuso organizations had bocome identified with en ¢conomic and
politicel sligmment. But the adherence of not only Denmark and
Norwey, but also Poland, Czechoslovakia, and Yugoslevie, should be
suf'ficiently persuasive in this respecct.

The most important considoration which might weigh aguinst
Swedon's joining is probably the surronder of control over the ex-
change vulue of the krona. The doubts which this reises have been
stetod foreibly by Mr. Dag HommarskjS8ld, Permenont Secretary to the
Ministry of Finsnce and a Director of the Riksbenks:

"It may bo assumed that the exchange rates muy be
allowed to adapt themsclves to the requirements of omploy-
mont policy in all countries capable of getting what thoy
went in the field of international monetary poliey. Butb
how will the other eountrics fure without the necessary
internationsl pondus to go thoir own way unimpeded? Do
the Bretton Woods principles safoeguerd them or do they run
the risk of being bound by the ambiguity of the stabilization
program? If things go wrong, the possibilities of a liberal
interpretotion will be soized when the country affected is
of sufficient weight, und the possibilities of a roestrictive
application will be exploited in other cases. It is only.
to boe hoped thut the member States possessing the docisive
influence will allow all other countries the same margin
of tolerance as they mey find it necessary to retain for
themselves. The fact is, however, that the Bretton Woods
proposals reflect in importent respects the lending nations'
point of view &s exemplified by the one-sided interest charge
on purchases of cexchengo from the fund and by the guaranteos
in respect of cluims ageainst the fund upon retirement from
it. Moreover, any internctionul orgu7izution cun be mis-

sed us & woapon of power polltics.,l

Swoden wus one of the first countries in the 'thirties to
undertake & plenned progrem of deficit spending, bolstered by the
inlationery effect of exohange depreciation. A flexible budget policy
to compensate for cyclical changes is now officially purt of the Govern-
mont's long-run program. It may be expocted, therefore, that Sweden
will be reluctent to surrender to the Fund the suthority to decide
whather or not a "fundamentul disequilibrium” exists.

:;7 "From Bretton .oods to Full Employment," p. 20, Supwlenant A to
Svenske Hindclsbonken's Index, December 1945,
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But Sweden has much to gain from general exchange stability.
Quite possibly she wishes only to wait until she has greater assurance
trat the exchange value initially assigned to the krone will be main-
teinable over au fairly long period. Hexrmersk j61d, slthough skeptical,
ic hardly opposed to the Fund, and in the article cited coneludes:

"The realization of the Bretton Woods proposals,
gonerally spesking, would lend the most powerful support
to such e policy {full employment) that has as yet soen
the light of day, seeing thut the object of these proposals
is to remove all payment &nd finsncisl obstacles to a frec
and expunding world trade."

Of less importance is the reluctance to lose complete control
over the volume and direction of Swodish foreign lending. Although
Swoden would have only & very smell volco in determining what countries
roceived krone credits, and how much, from the Fund, she would be able
to control krona credits extended by the Bank. Moreover, the totul
gnount lent through these institutions would probably be considerably
1oss than Sweden's direct foreign lending. That is, her contributions
to the Fund and Bank would not tiec up her entirc lending capecity.

She would still be able to extond direct credits to countries which
she fuvored particularly for economic or political roasons.

Nonetheless, there would be economic objections to sur-
rondering control over even a portion of her londing coptcity. At
present there is strong demand for Swedish cxchunge and Sweden has
alroedy committed herself to & risky volume of foreign crodits.
Farthor credits extended by the Fund would increasc inflationary
pressurcs in Sweden, and neccssitate a longer period of rationing and
prico control. On the hypothessis thet Sweden's subscription to the
Fund oqualled 150 million dollers, or 630 million kronor, the additionsal
krona-londing which this would mcke possible could have a significant
offect on Swedish prices. This consideration may impel tho Swedes to
dslay joining the Fund and Bank until their production more nearly
epproaches demand.

The cost of joining in terms of the gold and forcign exchango
waich would have to be surrendered has not, of course, been fixed for
Sweden. The figure suggestod above--150 million dollars--appears
reasonable us Swoden's quota in both the Fund and the Bank. It may be
compared with those of other countrics of similur magnitude:

Fund Bank
Australia 200 200
Brazil 150 105
Czechoslovaklia 125 125
Polend 125 125
Dermark 68 68
Yugoslavia 60 Lo

Norway 50 50
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If these quotas were applied, Sweden would have to sub-
scribe in gold to the Fund either 25 per cent of its quota, which
would be 37.5 million dollars, or (if smeller) 10 per cent of its
net official holdings of gold and United States dollers. This latter
figure would have smounted on December 31, 1945, to something under
61 million dollers. Assuming no substantial chuange in the rolative
size of these figures, Sweden's subscription in gold would therefore
bo 37.5 million dollars. Her subscription to the Bank in gold or
dollers would emount to an additional 3 million dollars (2 per cent
of' her totel subscription).

As of April 15, 1946, her gold reserve amounted to L75.8
million dollers, of which 294.3 million wus legally reguired on that
date as cover for the note issue, leaving 179.5 million available
for other purposes. In addition (es of December 31, 19L5), she had
officicl dollar holdings of 129.6 million. Her total gold and dollar
rosources legally aveileble for international trensactions were thus
in the neighborhood of 300 millicn dellers, wnd her requircd gold and
dollar subscription would emount to Li0.5 million dollars.

Should conditions so develop later that Sweden found it
nocessery to use her awiluble gold wnd dollurs, end also to cell
upon the Fund for additional dollars, it is theoretically true that
she might obtain in that manner, over o poriod of five years, up to
187.5 million dollars. But in such circumstances therec 1is the chance
that dollars would heve beon declared scarce, und that Sweden might
actually find it impossiblo to obtein from the Fund in dollars as nuch
&35 she had subseribed in gold. In short, it is possible that the Fund
machanism might have brokon dovn at tho vory timc when Sweden would
foel compolled to use it. 4As & creditor country, Sweden would be less
likely then most mambers to have ulroecdy usoed a large portion of her
gqiota in advance of the Fund's shortage of dollars. Apert from this
eventuelity, Sweden would stand to gain by her contribution to the
Find, which wonuld on the whole strongthen her intornational resorves.
It does not appesr thet the size of her contributions in gold end
dollars, es assumed here, would bo embarrassing to hor or act as a
deterrent to her joining either the Fund or the Bank.

Finally, there is the contingent liability in foreign ex-
change t> meet possible losses of the Bank which could not be met out
of tho Bank's spocial reserve. This amounts to 80 per cent of 2
country's quota, or 120 million dollurs on the assumption nade for
Sweden., It must be paid in either gold, dollers, or the currency in
which tho obligation is to be met. Tho total gold ond doller contri-~
butions which Sweden might concoivebly be called upon to meke therefore
total 160.5 million dollars, but it is pessimistic in the extreme to
assume that a large portion of the contingent liability for losses
will have to be met, ‘

On bslance, it would seem thut the only really important
consideration which may delsy Sweden's decision to join will be her
reluctance to submit t5 limitutions on her exchenge-rete policy.
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Should Swoden beeonc e member, the Bank muy find in that
country a rcady markot for its obligetions., If the Bank issues krona
obligations it will have to compote with the Swedish Goverment, which
on its most rccent [0-ycer issues has had to offor 3 por cent., Better
terms might possibly be obteined on dollar obligetions issued in
Stockholm., Swedish holdings of dollur securitics at present aro
probebly in the neighborhood of 50 million dollurs.

Belgion Cleering Balunces J.H.F.

The Finence Commission of the Belgion House of Representeotives
hes released & compiletion of the balances of &ll Belgian clearing ac-
ccunts ws of May 11, 1946. The belences concern all countries with
wkich Belgium has intensive trade reclations, excepting tho United Statces
which hes no cloering agroemont with Bolgium. The conmpilation , as well
as o summury of the debt limits negotisted in the verious agrewments,
are prusented in the follawing table:

Belzian Cloaring Balancos
(In millions of fraoncs)
Credit or debit

Credit Dobit limit
United Kingdom 60.8 -- 880.0
France 655.2 - 883.0
Netherlands é9L..5 - 2,000.0
Switzerland .3 - 500.0
Sweden - 896.1, 2,090.0
Donmark < 401.0 1
Norway N 29.0 1/
Finlend 93.0 - 100.0
Portugal - 12,0 176.0
Spein - 9.5 l/
Ttaly - 1.6 100.0
Czechoslovekia 5i1.0 S - 1/
Total 1,598.8 T, L7155 -

l/ Net available.

The table shows o clear pattern of trede: Belgiun is buying
on credit from the Scandinovien and Iberian countries, and is seolling
on oredit to the Unitfod Kingdom, Frunce, the Netherlands, Switzerland,
and Bestern Burope. This situation conforms to the pre-war pattern
in reogerd to tho United Kingdom, Franco, the Netherlands, end Switzor-
land, but departs from it in regard to the Scendinavian and Iberian
countries, with which Belgium formorly had an export surplus, and in
rogerd to Eastern Burope, with which it hed an import surplus. Thoe
changes refleet the varying degree of scarcity of goods, which in-
crreuscs in Burope from west to omst. The small debit balence with
Italy, contrary both to the relative economic standing of the countrioes
ead to the pre-war pattern, is probebly the result of o decision of the
Balgian cuthorities to prevent the accumulation of credits bocause of
the unsettled political and economic conditions in Italy.
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The approximate balanco betwoon credits and debits is mis-
laading beccuse of the substantial import surplus in relation to the
United States. Moreover, the picture will bo altercd by the resumption
of trade with the leading Letin Americen netions, with which agrooments
have been concluded in rocont months.

Most remarkable is the relative smallness of tho balancos.
The French debt would havo been much larger if France had not shipped
substantial amounts of gold to Bolgium. With the exception of the
debts of France und Finland, end of the Portuguese credit, tho balances
heveo remainoed below onc-half of the limits set by the various credit
agrecnents. This fact may account for thoe recent decision of the
Belgion Govermmont to free tho importation and oxportation of a groat
mumber of goods from priority ond licensing requirements.

Usilizetion of Export-Import Benk Funds - M. J. Roberts

In July of 1945 the Export-Import Bank's lending authority
was increased from 700 million dollars to 3,500 million dollars in
order that the Bank might underteke a program of reconstruction loans
to the liberated and war-devastated countries of Burope and the Far
BEast in the period prior to commencement of lending operations by the
Internetional Bank. Since July 1, 1945, the Export-Import Bank has
mode locns ond loan commitments totalling 2,160 million dollurs. The
following teble lists the loans ond commitments made by the Bank during
the period July 1, 1945, through June 15, 1946:

Country or Area Amount
(Millions of dollars)
Europe:
Belgium 100.0 1/
Czechoslovekia (for cotton purchases) 20.0
Dermark 20.0
Finland (5.0 for cotton purchases) Lo.0
France 1,200.0 1/
Greece ) 25.0 ~
Italy (for cotton purchases) 25.0
Netherlends (10.0 for cotton purchases) 310.0 _/
Norway 50.0
Poland Lo.0o
Cotton loans not vet allocected ;0.0
Totel Europo 1,870.0
Asias
Chinﬂ 66.8
Natherlands BEast Indies 100.0
Saudi Arsbia 25.0
Turkoy 3e1
Total Asia 10.9
Latin America 95,3
TOTAL 2,160.2

1/ Of these totals loans to finarce lend-lease requisitions ore
~ as follows: Belgium, 55 million dollers; France, 650 million
dollers; Netherlands, 50 million dollars.
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Of this total emount of loans end commitments about &4 per
cent represents loans to Europeen and Fer Eustern countries to finance
rezonstruction. Included in this category are a loan of 33 million
dollers to China and a line of credit of 100 million dollars to
Buropoan countries to financo purchases of rew cotton required for
the operation of toxtile menufecturing industries in these countries,

In eddition, tnother 30 per cent is made up of loans to France, Bolgium,
and the Netherlands to finance purcheses of goods requisitioned but not
contracted for prior to the termination of lend-lemse. Theso credits

in effoct sre similar to reconstruction loons. Loans to finance
purchases of meterials and equipment for dovelopment projects, grented
principally to Latin American countries, meko up the remeining 6 per
cent of the total. From this division of loans according to purposo,

it is appurent that tho Benk has devoted «ll but o small proportion

of its loan funds committed in the pest year to finencing roeconstruction
otroad, the svowed purposc for which its lending euthority was incroased.
However, it must be pointed out that the total emount of the Bank's
lcans cnd commitments made during the past vear to countrics other than
liberatod and wer-dovastated countries and for purposes othor than ro-
ccnstruction comperes faverebly with tho average annual rote of loans

of this type made in the ycers prior to the beginning of the Bank's
irtensive program of reconstruction loans.

In addition to tho loans and commitments listed in the
proceding table, the National Advisory Council and the Export-Import
Benk's Board of Diroctors havo approved in prineiple & loan of 500
million dollers to China to finance specific development projects and
& locn of 50 million dollars to Czechoslovakia to finanece reconstruction.

As o result of its brocd londing progrem of the pest your,
the Export-Import Bank's lending authority of 3.5 billion dollars is
drindling rapidly. The following tabuletion indicates the status of
the Bank's funds as of Junc 15, 1946.

(Millions of dollars)

Outstanding loans 659.1
Undisbursod commitments 2,028.4

Total loans and commitments 2,687.5
Uncommitted lending authority 812.5

From this 812 million dollars of uncommitted lending authority should
bo deductod the 550 million dollars tentatively ocarmarked for China
¢ad Czechoslovaekia, leaving only about 260 million dollars evailable
for additional lowns.

In erriving at an estimato of the possible oxtont of the
Export-Import Bank's available londing authority in tho coming fiscal
ysar, howover, two fectors must be taken into consideration. In the
first place, tho Bank, in the course of its operations, is constuntly
building up edditionul lou.n funds from ropeyments on outstending louns,
from the expiretion or cancellation o»f lowns end commitmonts, ond from
edvances mede by cormercial bonks participating at tholr own risk in
tho Bank's loans. It has beon cstimated that funds awdilable from
theso three sources through Junc 30, 1947, may reach 290 million dollers.
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Adding this emount to funds of 260 million dollars available as of
June 15, 19446, thoe Bank night have about 550 million dollars with
which to make loans through June %0, 1947. The second factor to be
considersed is tho possibility thet Congroess will grent the Bank
sdditional lending esuthority. The incrosse in londing powor which
the Netionsl Advisory Council has proposed cnd which President Truman
has endorsod as necossary to cerry out the Govermoent's immediate
foroign lending progrem is 1,250 million dollers. It is not con-
sidered 1likely, howover, thet & bill roequesting eny increaso in the
Bank's lending euthority will be presented to Congress during the
proescent sassion,

Iselian Commercial Banking J.H.F.

The two largest commerciel bunks, Banca Commorciale
Italisne and Credito Italicno, huve published their balence sheets
for 19L5. Before the wor these two institutions held 36 per cent of
all deposits of commercicl benks, and their development mey be taken
as indicative of the trend of Italian commercial banking in general.
Tro most important items of thoir assets and liubilities for 1939 and
1945 are summarized in the following tubles

Assots ond Liebilities, 1939 and 1945
(In millions of lire)

Crodito Italiano Banca Comnmercicloe

. 1929 1945 1929 1945
Assots —s ———— — —
Cash 1,059.4 5,0L3%.3 706.0, 3,873.0
Bank bslunces, bills, and

Goverrment bonds L,67L4.5  20,129.4 L,869.7 39,062.1
Advences 2,527.5 12,609.5 2,208.1 12,062.7
Liabilities
Savings deposits 1,823.6 11,164.8 2,478.8  19,093.0
Current eccount deposits 5,3L5.1  29,686.2 L,218.6 27,356.4
Bank ccceptences 391.0 6,h25.7 382.1 6,831.3

Credito Italiono, which before tho war was somcwhat smaller
than Bence Commerciale, has surpassel its rivel, meinly beceusc of the
more repid growth of its savings deposits. Apart from this, the
development of the two institutions was virtually identicel. On the
psscts side, the item "Bank bulences, bills, and Government bonds,"
which represents sdvances to the Govermment--the bills being ex-
clusively Treasury peuper and the balances being kept with the Bank of
Italy--has inereascd far more than the edvances to the private sector
cf the economy. On the licbilities side, savings deposits have risen
cbout as muech os current account doposits, & trend contrary to the
experience of cothor countries suffering from the threat of infletion.
The substantiel rise in bank acceptances may be duc to & scarcity of
bank notes.
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The combined balance sheet total of the two institutions
has ineressed to sbout seven times the 1939 lovel, while the value
of the lira, in terms of frce merket oxchunge ratos, hus declined to
obout one-fiftecnth of pro-war. In torms of stoble currency, the
balance shect totel of tho banks has thus been cut in half--a common
oxxperionce under conditions of currency deprociation. In spite of
this declins, however, the banks still cre good-sized institutions,
with combined assets equal to about 350 million dollars at the free
market exchange rate. Assuming thut the Govermment will not dofault
01 its internal debt--n contingency which would be contrary to modern
fiscal policy--the banks are very liquid and should be ablo to play en
importent role in financing the rehabilitation of tho country. In order
t> focilitate this task, the boanks, together with the smeller Banco di
Roma, have established e new institution, Banca di Credito Finenziario,
with a cepital of 1 billion lire, which will graent medium-tern loeans
with & maturity vorying from one to five yeurs. Thus tho commarcigl
banking system, like tho curroncy and/central bunking authoritiesl/and
tho foreign exchange administretion,%/will bo fully preparcd to do its
part as soon as the rostoration of normal international reletions and
ospecially the granting of thc necossary foreign credits paves the
way for the reconstruction of the Italian econony.

17 Seo Review of Foroign Dovolopmonts, April 8, 19046, p. 6.
g/ See Roview of Foroign Dovolopments, dJune 3, 1946, p. 8.

Exports in the First Quarter C. R. Harley

With the flow of foreign trade statistical information
approaching proswsr volume, & brief preliminery unalysis of the
current pattern of United Statos exports mey be underteken. Month
to month changes arc somowheat orratic end unpredictable as a rosult
of unsettled conditions of domestic production and the omergency
character »f certain oxport programs. Export dete for tho first
quarter of 1946, however, should provide a reasonsbly accurate picture
cf the basic pattern for theo current yeur. Comperisons will be made
with exports during the same months of 1945 and of 1929 in order to
show both the relativcly modoratc shifts which have occurred since the
cnd of the war and the virtual cessatiin of straight lend-lease and
the far more substuntial shifts since the pre-war pcriod. The deta
ero shown in Table 1 on tho following peage.

Exports of Unitod States merchandisc¢ in the first quarter
cf 1946, at 2.2 billion dollars, wer7 ebout 80 por cent by value of
exports in the same period of l9h5.£ This decline appears surprisingly
small in view of the fact that over 2 billion dollers of lend-leasse
exports were included in the 2.8 billion total for the earlier period
vhile in the first quartor of the current yeer lendoloaseg/;nd UNRRA

thipments tozother totalled only 670 nillion dollars.,

1/ Bxports to United States armeod forces abroad are excluded throughout.

Z?’Lond—lease exports at 340 million dollars for the quarter werc princi-

™ pally merchandiso for which payment, on cash or credit terms, had
been arranged.



- 10 «

CONFIDENT IAL

Exports of United States Merchendise by Economic Classes

(In millions of dollars)

1946

TOTAL 2,219
Crude Materials 208
Cotton, urmanufuctured T0T
Tobacoo, unmanufactured T7
Coal o

- Crude petroleum 10
Crude Foodstuffs 191
Wheat 130
Manufectured Foodstuffs L61
Meat products purs]
Dairy products 108
Whoat flour 50
Milled rice 20
Lard 19
Canned vogotablos 21
Prcserved fruits 21
Somi-Manufectures 202
Gas and fuel oil 12
Iron and steol sami-manufeactures L8
Coal tar products 15
Industrial chemicals 20
"All othoer"l, 70
HManufactures 1,068
Rubber manufuctures z9
Tobacco manufactures 1L
Cotton menufactures 82
Wool munufactures 33
Reyon, nylon, and other synthetic textiles 25
Paper and munufacturecs 28
Motor fuel end gascline 38
Lubricating oil 26
Stecel mill mwnufactures 50
Iron and steel advenced manufactures 33
Electrical machinery and apparatus 61
Industrisl machinery 192
Agriocul tural machinery gy
Cars, trucks, and buscs (new) 2
Aute parts 29
Aircraft end aircraft engines 8
Merchant vessels A 9
Medieinal and pharmaceutical preparations 32
"A1l othor™ }_/ 268

Jonuary-Merch

1945 1939
2,791 690
153 112
pon L6
58 28
21 8
8 18
Le Lo
9 17
336 L5
T 7
Lo 1
16 5
9 3
36 6
2l 1
22 10
206 116
a1 13
62 32
8 3
22 6
L8 25
2,0L7 377
%6 7
L L
50 13
33 1
13 5
21 6
192 21
19 16
61 12
26 10
2
21 1N
87 50
55 25
292 20

19 -
27 5
762 74

1/ 75 1istod in Gonsus relotso FI-0%0; this 35 not the

total residual.



- 11 - CONFIDENT IAL

The drop in exports occasioned by the sharp curtailment of
lend-lease exports affected the economic class "manufactures"” most
drastically. Exports in this cless were nearly 1 billion dollars
lower in the first quarter of 1946 than in the first quarter of 19L5.
Approximately half of this decline appears to have been accounted for
by curtailed exports of military cquipment for which detailed data are
not given in the summary tebles from which the most current statistics
must be drawn.l/ Other major dceclines are shown for exports of aircraft
end sircraeft ongines (u drop of 285 million dollurs), gasoline (145
million dollars), trucks (5% million dollars), and electrical mcchinery
(32 million dollers). Cotton menufuctures und synthetic textiles showed
substantisl gains., The important industrial muchinery classificution
" rcmained about the same.

As shown in the following summary teble, increased exports
in three of the four remaining classes offset the decline in menu-
fectured exports to & lirge extent:

Exports of United States Mcrchandise
(Value deta in millions of dollars)

January-March

1946 1915 1939
. % % - . 7;—
Crude Materials 298 13.4L 153 5.5 112 16.2
Crude Foodstuffs 191 8.6 L8 1.7 Lo 5.8
Menufacturod Foodstuffs L6l 20.8 236 12.0 L5 6.5
Semi-Msnufactures 202 9.1 206 7.4 116 16.8
Monufectures 1,068 L8.1 2,047 73.4 377 55.7

' 2,219 2,791 90

Ir. the crude mateorials claess, raw cotton and coal nccounted for most

of the increasc in 1946 shipments, with raw tobacco exports also

stowing a sharp rise. Exports of crude and manufactured foodstuffs,
stimulatcd by govermmental and inter-govermmental efforts to mitigate
fcod shortages in Burope and Asia, rose well sbove the high war-time
lcvel. Wheat gnd whost flour exports to the velue of 180 million dollars
ir. the first quarter of 1946 showed a seven-fold increase over the compéa.~-
reble months of the previous year. Meat and dairy products, exports

T?hﬁhile the flow of foroign trade statistical information released for

T publication has increased graduslly since the end of the war, the
form of the dete leaves much to bo desired. Summary tebles (FT-900
series of the Bureau of thoe Census) show excessive "all other"
groupings, purticularly for the war years, and are arrunged by the
five cconomic c¢lusses shown in Teble 1 rather than by the more re-
vealing 11 economic groups which were commonly used in the Monthly
Summery of Foreign Commerce and in the annual Trade and Navigation
vVolumes. The 11 economic groups also form the basis for the minutely
deteiled stutistical reports in the FT-L00 series (exports) and the
F1-100 series (imports), from which both country by commodity und
commodity by country matsrial muy bo secured. Since the 11 groups
cannot bo fitted into the 5 classes without excossive statistical
rearrongement, geps in the summary tables camnot be readily elimi-
nated by reference to tho detailed reports. Comparison with prior
(pre-war) yeors is hampcred for the seme reason.
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of which had elready reached unprecedented lovels under lend-lcase,
were shipped in still grewter volume. Only sbout one-third of the
foodstuffs ¢xports during the quarter wes shipped under the UNRRA
progrem.

The extremely high proportion of egricultural products in
current exports may be seen from the following figures of domestic
oxports (in millions of dollars) for the first quarter of the ycars
listed:

Agricultural Non-Agricul tural
Jen.-Mar. 1946 . 8Ls  (38%) 1,374 (62%)
Jan.-Mer., 1945 500 (18%) 2,291 (82%)
Jan.-ar. 19391/ 16l (21%) 617 (79%)

1/ Bstimatod from annusl data.

According to indexes preperod by the Departmont of Agriculture, the
quentity of all agricultural exports in the first threc months of the
yerr woas 25 per cent abovo. the averege for the period 1924~1929 and
agricultural oxports cxcluding cotton were more thon double those of
the base period. It is, of course, doubtful that shipments of agri-
culturel products will beo muintained at this level once the period of
ecute world food shortages has passed,

A comperison of the trade pattern for the first threc months
of 1946 with thut of 1939 shows that while the valus of oxports of each
cormoutlty class increascd considerubly over the poriod, the mejor gains
occurrod in finished industrial products and manufactured foodstuffs.
In studying the data in Table 1, however, it is necessury to remember
thet the level of export prices was about 55 per cent higher in the more
recent poriod thun in 1939; it mey be estimated roughly that the quantity
of exports in the first quarter of the curront year wus 100 to 125 per
cert greuter than in the comparable period of 1939,

While the ten-fold increase in exports of manufacturcd food-
stuff's is most impressive, the likelihood of a sharp doeline in foreign
sales of this category must be rccognized. This is not to suggest that
the widesproad distribution of American foodstuffs during the war (under
lerd-lease) will huve no continuing favorable influence upon such ex-
ports; it can hardly be expectod, however, thut foroign nations will
be ceither willing or ablo to purchasoe the high-cost foodstuff's which
dorinate this category in any great volume once the period of acute
necd has passed, About 85 per cont of munufectured foodstuffs exports
in the first quarter of 1945 was suppliced under lend-legse and over 50
per cent of the meat products shipments in the first threo months of
the current yeer was finunced by UNRRA.

The threc-fold incroase in the valuo of exports of industrigl
marufactures since 1939 accounted for a grecter portion of the total
increasae thun did the two foodstuffs classes combined. This classifi-
cation, morcover, must be given predominant attention in estimeting the
longar term prospocts for United States trads., It is in finished
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manufactures that the comparative officioency of this country is the
groatest and proluctive capacity the most elastic. It is in this
£i21d slso that the curtailmont of Japunese and Germen compotition
will bo purticulearly noticcublc.

Continued cxistecneo of oxport controls on muny finished
neaufaeturos sungosts thut foreign demend for goods of this type is
in oxcoss of oyr presont cupocity to oxport without demuging domestic
roconversion.:/ The extent of this artificinlly restricted demand
connot be estimated, but in viow of the widesproead destruction of
capitel installations during tho war, the obsolesconce of much of the
world's industrial equipmont, end the long period during which durable
consumers goods huve not been aveilable, deferred cemand must be ex-
tromely large. Exports of automobiles wnd parts nuy bo expected to
inoreese in roughly the swno ratio as domestio production. Rubbor
oxports should continue well obove pre-war lovels us special-purpose
synthetics gain a fiym foothold in the rubbor products merket, but the
currcnt rate ofwshipmoents will probably decline with inecreased availa-
bility of nctur®l rubber from the Far Bast, Foreign seles of synthetic
toxtiles muysdcontinue to incrossc, while cxports of cotton and wool
nenufectured will meet increecsingly stiff competition as foroign pro-
ducors resumo manufacturo. Tho decline in foreign capecity for iron
and steel production should inmsure & continuing strong demend for the
ontire range of United States manufactures in this ficld. Similarly
tho curtailment of Gernun competition will opon lurge markets for
medicinal and pharmaceutical preparctions of domestic produccrs. Ex-
ports of merchant vesscls will inercase during tho yeer following
Congressional approvel (in April) of the Ship Sules Act authorizing
foroign disposal of surplus ships. Substunticl forecign ordoers for
eircraft and eireraft engines huve been reported. Second quarter
strikes and a sovero shortago of copper muy ctuse o slump in exports
of electrical machinery but tho backlog of demand for all types of
irdustrial muchinery meens thet uny such decline may be expected to be
temporury. EBxports of petroleum products, already far bolow tho war-
timo levol, rwy oontinue to contract es foreign production is resumed
(€.g., in South East Asia). '

With pricc end production developmonts still uncertein,
fcrooasting is cspecielly difficult et this time. There appecrs to
be no reason, however, to cxpect the total value of exports during the
year to faull below the 9 billion doller rete established in the first
quartor. Soma decline in foodstuffs exports may be expected, but this
stould be offset by increased exports of finished goods.

i;/Authority to continue export controls until June 30, 1947, was
sranted by Congress on lay 23.





