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June 10, 1952

ENTREPOT TRADE IN GERMAN FRODUCES Gordon B Grimsood

i During the past few montis Germon ol
~increasing concern over the loss of dollar exchange caused by the trans-
shipment of German export products throwh other Western European ,
countrieses These authorities feel that the transshipments have been
artificially stimulated by the use of various multiple currency practices,
and have instituted a scheme of retention quotas in order to minimize
dollar exchange lost to Germany through transshipments. Estimates of
dollar exchange lost in this way range from a figure of approximately -
$li million per month reported by the Bank deutscher Laender 1/ to g
#10 million ner month revorted in the presss 2/ On the basis of the
limited statistical material available, an attempt will be made in
this paper to examine the volume of such transactions and the countries
involved, and to determine whether the German estimates of the dollar
exchange losses are ressomable,

The foreisn trade of the Federal Republic of Germany developed
favorably during 1951 in comparison with 1950, A gloval deficit of
apnroximately $720 million for 1950 was reduced during 1951 to £35
million, while Germany!s deficit vis-a-vis the European Payments Union,
which had led to a payments cricis in the winter of 1950/51, was '
transformed into a surplus of approximately £415 million. On the
basis of statistics for the first quarter of 1952, a global deficit
of approximately #250 million is indicated; the re-emergence of an
export surplus in April, however, might well point toward a more
favorable position,

Trade with the "free dollar ares", i.e., those dollar countries
with which Germany has not entered into paymentis agreements, has not
been so favorable. Germany!s trade deficit with this area amounted to
£355 million in 1950, &496 wiliion in 1951, and during the first three
months of 1952 the deficit developed at an enmual rate of approximately
$732 million, "Commercial® trade (excluding aid-financed imports)
with the dollar area during the first quarter of 1952 resulted in a
deficit of 157 million as compared with a surplus of &45 million
during the same neriod of 1951, Extraordinary dollar receipts, includ-
ing exchanzes of U. S. agencies and troons in Germany and payments to
Germany resulting from that country!s EPU surplus, have not been
sufficient to prevent a decline of $60 million in Germany!s gold and
dollar reserves during the first quarter of 1952,

Germany's increasing dollar deficit is similar to that which
is plaguing many Western Furopean countries at this time -- an in-
ability to expand exports to the dollar area sufficiently to cover
necessary imports as the volume of aid-financed imports drops. A
special factor in the case of Germany during 1951 and early 1952 has
been the necessity to import large amounts of coking coal from the

%/ Monthly Report of the Bank deutscher Laender, April 1952, p. L1
English edition).
2/ Wall Street Journal, May 5, 1952, p. 1.
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’Uniﬁeﬁ‘étates in order to maintain steel production. It is expected,
however, that German coal production during the rcmainder of this
vear will be sufficiently high to permit sharp cuts in planmned imports
of coal.

The German allegations

The German position, stated simply, is that other Western
European countries are using such devices as exchanze rotention
quotas, tax remissions, and other schemes designzd to promote dollar
exports., Re-exporters in these countries purchase potential German
dollar exports at prices highe: than the German exporter could obtain
by selling to the dollar area at the official rate of exchange and
then sell the goods to the dollar area for their own zccount. It is
reported that in some cases the German exporter is given a participa-
tion in the dollar proceeds; since the goods were not imvoiced to a
dollar country, he can then avoid surrendering the dollar nroceeds to
the exchange authorities as required by the German exchange regulations,
In any case, such transactions would result in a direct loss of exchange
to the German central bank, Countries which have been mentioned in
newspaper accounts as engaging in transshipment of German products
are the Netherlands, France, Sweden, and Belgium,

Three of the countries mentioned have exchange retention
schemes which are intended to encourage exports to the dollar area;
Belgium encourages dollar exports indirectly by discriminating
against non~dollar exports. France, with the most slaborate reten-
tion scheme, permits exporters to retain 15 per cent of dollar
receipts; 80 per cent of the retained receipts are to be used for
dollar export promotion purposes, the remaining 20 per cent (amounting
to 3 per cent of the total proceeds) may be transferred, reportedly
at premiums as high as 100 per cent or more,

Under a procedure established in 19L9, the Dutch exporter to
the dollar area may retain 10 per cent of the exchange nroceeds
(unconfirmed reports in German newspapers }/ indicate that Dutch
exporters are permitted to retain 90 per cent of re-exports to the
dollar area); technically, this exchange is not transferable but
may be used by the exporter for imports without the necessity of
acquiring an import license, It is reported, houever, that these
"bonus dollars" are openly quoted at a 50 per cent premium over the
official exchange rate.

Sweden has no official exchange retention scheme, but there
is reportedly a "gray dollar" market in which proceeds from re-exports
to the dollar area are sold to importers at a premium of about 20
per cent, The premiums involved in all of these schemes are deemed

1/ Frankfurter Rundschau, April 28, 1952; Sueddeutsche Zeituns,
Fpril 29, 1952,
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'f$u££i¢ient to supply an incentive for the transshipments which the
- Germans maintain are taking place,

The German exchange retention scheme

, In an effort to stop these "switch! transactions, the German
authorities adopted, effective April 1, 1952, a procedure whereby the
German exporter to the dollar area might retain LO per cent of his
dollar receipts, This exchange may be transferred up to taree times;
however, it must be used within three months, and nay be used only
to purchase specified commodities for which a special license wculd
otherwise be required,

The list of commodities which may be purchased in this way
contains about 180 items, all of which, with the exception of machine
tools, cotton machines, and calculeting and accounting machines, are
foodstuffs or industrial raw matsrials, With nrices of these materials
declining on world markets, it is doubtful whether any very significant
premium will develop on the retained exchenge. Newspaper reports l/
concerning the operation of the scheme during its first month indicate
that the bonus exchanze was being offered at a premium of approximately
20 per cent, bul thet importers were hesitant +o buy at that rate,

It is still too early to determine whether this system will
be effective in increasing exports to the dollar area, or to say with
certainty how much of a depreciation vis-a-vis the dollar, if any, is
implied in the scheme, According to the newspaner stories referred
to above, there is already sentiment in "competent banking circles®
for raising the retention quota and expanding the list of commodities
wnich can be purchased with the exchanges IZither measure would result
in an expansion of the multiple rate system inherent in such a scheme,

Analysis of statistics

Recently the Germans have segregated their export statistics
according to "country of consumption" and "country of nayment",
Apparently, the difference between amounts "paid for" and "consumed"
represents the volume of transshipments, These figures probably are
minima since they cre baced on customs and tariff documents; it seems
likely thet some buyers of German exports re-export their purchases
without declaring their intentions in the papers submitted to the
customs authorities,

The accompanying table shows total figures for major currency
areas, with a detailed breakdown for the EPU area, The stztistics,
which represent an annual rate based on the first quarter of 1952,
indicate that the EPU area is purchasing from Germany goods valued at

1/ Trankfurter Rundschau, April 28, 1952; Sueddeutsche Zeitung,
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%28L million in excess of whrt that area consures, In turn, Germany
is exporting to the overseas currency areas of EPU members §210
~million more than those areas vay for. The net vulue of zoods
"unaccounted for", which are purchased by EXU members but not consumed
by them or their affiliated overseas areas, is thus 87, million,

The last column of the accompanying tables shows that only
two members of the EPU, the Netherlands and Switzerland, had significant
excesses of "unaccounted for" purchases over consumption of German
productg. All other countries, after considerirg their affiliated
overseas areas, were very nearly in balance; negative figures would
seem to indicate that these countries were net recipients, rather
than shippers, of transshipped German preoducts. In the case of the
United Kingdom the negative figure should nrobably be somewhat larger
since some countries, which deal almost exclusively in sterling but
are not members of the sterling area, are not included as affiliated
overseas areas.

Since Switzerland is a member of the EPU, German wroducts
transshipped through Syitzerland would have the szme effect on the
German balance of payments as goods transshipned throuzh the Netherlands,
even though the Swiss franc is a hard currencr. However, because the
Swiss franc is a hard currency, Swiss re-exporters could not mcke
exchan;e profits by transshipping German goods to the doller area.

It is possible that a part of this trade represents transshipments
to Eastern Germany, an area which is not included by the Federal
Republic in its foreign trade statisticse

The table also indicates that apnroximately two-thirds of
the transshipped goods found their way to the Western Hemisphere,
presumably via Hollands This figure cannot be interpreted as
indicating the net amount of dollar exchanse lost to Germany, however,
since it includes some Latin American countries with which Germany
has offset-account agreements. Moreover, the dollar loss suffered
by Germany from transshipments through EPU members is cut in half
since under the EPU agreement Geruany now receives 50 per cent of
each month's payment surplus within the EPU in gold or dollarse

Conclusions

The conclusions based on this table are necessarily tentative
because the statistical breakdown was available for only a short periode
The monthly loss of $L million in dollar exchange on account of trans-
shipments, as reported by the Bank deutscher Laender, seems to represent
a reasonable gross figure; if account is tzken of the dollzr raceipts
from EPU the monthly net dollar loss would thus be only $2 million.
Newspaper accounts seem therefore to have exaggerated both the amount
and the number of countries involvede
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, , It should be strongly emphasized, imoreover, that the Netherlands,
and to a lesser extent Switzerland, have been traditionally transshippers
of German products. It is not possible to say, on the basis of the
‘statistics available, that an excess of purchases over consumption in
the Netherlands of approximately 26 per cent is an abnormal figure;
therefore, it is not possible to determine to what extent this trans-
shipment of goods through the Netherlands is a result of the latter
country's exchange retention scheme.

The exchange retention scheme of the Federal Republic of

Germany seems to follow a pattern already sot by other members of

- the Western European community, and on the surface it appears more

f‘l[, liberal than most of them. Considering both the exclusion of luxury

0 items from the list of commodities which can be purchased with the
retained exchange, and present conditions of lagging demand for many
of the listed industrial raw maferlals, the spread between the official
rate and the rate or rates resulting lrom the retention scheme may
well be less than ths spread which has existed in other countries.

It is as yet too early, however, to form a final judgment on this
matter.

NOT FOR PUBLICATION




I i
37 TOT

72 77
138 | 13
22 30

. Port. Africa
. Sweden 0L | 289
- Switzerland - 2L0 268
Turikey 125 124

Totals 2,431 |2,718

Bast. Europe 50 L9
West. Hemisphere | 591 sk
Other 2/ 301 277

Grand total 3373 | 3983 210 | Lk 201, -210

i

: ;/ + = eXcess of purchases over consumption; - = excess of consumption ove
purchases.
2/ Mainly Near and Far East
Note: Allowance has been made for "normal" transit trade by subtracting
ess of purchases over consumption ("plus" figures) of BEuropean countri
cess of consumplion over purchases ("minus" figures) in overseas areas.
~with purchasing countries. The remaining differences, both positive

ive; are reported in last column as "unaccounted for'. '
‘Der Aussenhandel der Bundesr Deutschland, March 1952,
L E———— W R ATION o
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Gurrent Trends in U, S. Imports and Exports 1/ Edward Marcus

Us Se imports, which had been declining in the second and third
quarters of 1951, turned up after September, and by March and April 1952
the value was the highest since the preceding March-May peak, Most of this
recent increase, however, can be attributed to seasonal factors, as well as
to the resumption of U, S, Government purchases of crude rubber and the
decline in world prices of some non~ferrous metals below Us Se ceiling
pricess Hence, it is possible that our imports may decline somewhat from
the March-April level, although not necessarily back to the lower level
prevailing last summer, (See Chart)

Despite the increase in imports, our trade surplus in the early
months of 1952 remained feirly high -- not much below the rate in the
fourth quarter of 1951. This is accounted for, of course, by the continued
high level of our exports. Since many countries have imposed restrictions
on supplies from the United States during the past months to improve their
own balance of payments position, it is likely that U. S. exports may de=
cline even more noticeably than imports. Moreover, agricultural exports

will be lower during the summer and possibly also during the next crop
Season,

Temporary rise in imports

During the post-Korean period there was a distinct cycle for
imports - a peak in the first quarter of 1951, a low in the last quarter
of that year, and a recovery in the first quarter of this year, Most of
the movement since the first quarter of 1951, however, can be accounted
for by eight commodity groups -- coffee, unmanufactured wool, cocoa, sugar,
tin bars, non-ferrous ores and concentrates, rubber and gas and fuel oil,

1/ Department of Commerce data on U, S. imports are on two bases, Country

T totals are general imports -- imports for immediate consumption plus
entries into bonded Customs warehouses, Commodity data are imports for
consumption -~ imports for immediate consumption plus withdrawals from
warehouses. The difference between these two bases, and variations in
the amount of this difference, were of some significance during the
past fifteen months, particularly for unmanufactured wool and certain
metals; see, for example, this Review, December 18, 1951, page 3,

In the chart, exports exclude shipments of civilian supplies for
Army distribution in occupied areas before January 1947

NOT FOR PUBLICATION




U.S. FOREIGN TRADE

~ Millions of Dollars

LAY
BN

A A
A2 -+ \x
‘ v

N, Excl MSP.

A\ vl‘\/A RN J"}V‘\\ . ,lcvl\ v/
v Imports
Excess of Exports
W or Imports _Af\,
j 7 Excl MSP
"z
1946 1948 1950 1952

1600
1200
800

400

800

400



-2 - Ue S. Foreign Trade

Table 1

Imports for Consumption
(In millions of dollars)

1951 1952

lst Quarter Lth Quarter Ist Quarter
7 selected commodity groups 1165 798 1021
Non-ferrous ores and concentrates 59 L6 92
Others 1736 1657 167h
Total (discrepancies due to rounding) 2961 26500 2788

Per Cent Change from 1st to Lth Quarter of 1951 1/

Quantity Unit Value Value

7 selected commodity groups -28,1 - U8 -31.5
Non~ferrous ores and concentrates

Others ;E/ - 9ob + L7 ~ 542
Total -16,6 + 1ol 15,5

Per Cent Change from Lth Quarter of 1951 to 1lst Quarter of 1952 &/

7 selected commodity groups +2947 -~ Lokt +28,0
Non~ferrous ores and concentrates)o
Total +ll'0 + 003 +ll.5

1/ Fisher Ideal Formulae based on Department of Commerce data, See technical

~  appendix,

2/ Because of the inadequacy of the statistical breakdown, volume and unit

~  wvalue calculations cannot be made separately for the non-ferrous ores and
concentrates,

The decrease in value of the eight selected groups (including non-
ferrous ores and concentrates, shown separately in the table) from the first
to the fourth quarters of 1951 was 31,2 per cent, whereas all other imports
decreased only Le6 per cent, and the subsequent increase from the fourth
quarter of 1951 to the first quarter of 1952 for the selected imports was
32,1 per cent, whereas all others rose only 1,0 per cent,

Of the eight, four were heavily affected by normal seasonal changes,
and four by other special influences. As Table 2 shows, our imports of
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unmanufactured wool, sugar, and cocoa tend to rise in volume from the
fourth quarter To the following quarter, the first quarter of this year
repeating the movements in direction of the preceding two years. The
coffee seasonal pattern, however, is not so clear, partly because there

are different seasonals in Central Ameriecan and Brazilian coffee, and
partly because of small shifts from year to year, It is likely that the
absence of a rise from the fourth quarter of 1949 to the first quarter of
1950 was the result of heavy buying late in 1949 when coffee supplies began
to look short and the sharp upward movement of coffee prices commenced,

The first quarter of both 1951 and 1952, however, each showed volume inw
creases over the preceding quarter,

Table 2

Indices l/ of Import Quantities for Four
Selected ITtems Affected
by Seasonal Influences
(19L9 average = 100)

Coffee Wool Sugar Cocoa
1948 ~ 1V 111 113 68 72
9L - 1 106 104 106 115
II 89 68 12L 119
171 94 . 90 109 79
IV 110 138 61 87
1950 ~ I 90 204 93 128
II 57 159 105 124
111 107 190 131 83
Iv 81 136 66 83
1951 - I 121 180 113 148
IT 77 162 108 115
IIT 68 93 104 68
Iv 102 101 65 5L
1952 = I 114 122 106 127
Per cent of all imports for
consumption in 12 months
through March 1952 12.7% 5.8% 3.5% 1.7%

l/ These indices are quantity relatives.
With the exception of sugar, we can say that the volume of our

imports of these commodities will probably decline in the second and into
the third quarter, as the 1951 crops and clips are sold off,

NOT FOR PUBLICATION
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Government policy, particularly in this country, has been very
influential on the imports of non-ferrous ores and metals, Imports of
both tin ore from Bolivia and Tin bars From Malaya have teen low as a
result of the controversy this govermment has had with producers abroad
over the sales price, The only large-scale purchases by the U. S, Govern—
ment have been those involved in the recent agreement with the British,
providing for the exchange of U, S. steel for tin and aluminum 1/, which
probably explains the March Jump in tin bar arrivals. As for the other
non-ferrous ores, the imposition of price ceilings in this country at
levels below that ruling abroad has tended to divert part of the output
that would ordinarily have come to this country to other consuwing centers,
so that our imports have failed to rise, despite the rise in production of
goods using these materials, Recently, however, with the subsidence of
pressure on supplies, prices abroad have been dropping, and supplies;,
particularly of lead and zine ores, are coming to this country in increas=~
ing quantities. Imports of smelted and refined non-ferrous metals (not
shown in Table 1, except for tin) have also risen, but more moderately
than those of the ores, Although our domestic economic situation -- with
deflationary fears widespread -- may lessen this tendency to buy abroad,
the recent upturn in non-ferrous metal imports will probably continuqu/

The volume of rubber imports in the first quarter of this year
was about sixty per cent above the last quarter of 1951, This jump
probably reflects increased shipments arising from last January's agree—
ment with the British, under which we agreed to buy 25,000 long tons from
the British strategic stockpilegz/ The value of imports, however, may drop
since the average cost per pound of imported rubber in the first quarter -——
approximately L3 cents -- is about 10 to 15 cents above the current price
of spot rubber in London. Since the General Services Administration will
no longer be the sole importer and seller after June, we can expect import
unit values and U, S, market prices to be in line with world prices,

The influences affecting gas 0il and fuel oil imports are some-
what less clear. Since the end of the war, the winter quarter has generally
recorded a higher volume of imports, reflecting the higher consumption
characteristic of that period., But the 1952 first quarter increase over

1/ See this Review, January 15, 1952, pages 6-T.

?/ See, for example, the mixed reactions following the modifications of

" the price ceilings on imported copper (Journal of Commerce, May 22,
1952, page 1) and the drop in lead prices (Bank for International
Settlements, The International Commodity Position April 1952, Restricted,
pages 6-8), Part of the increase in lead imports can also be attributed
to fears that the recent decline in lead prices may result in the re-—
imposition of the import duty suspended last February,

2/ See the New York Times, January 29, 1952, page 29,
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the preceding two quarters may also have been magnified in consequence of
a greater-than-seasonal decline from last May through the third quarter,
@5 a result of the adjustments in foreign petroleum distribution and
production necessary to make up the gap in supplies to foreign countries
arising from the Tranian difficulties, An additional strengthening factor
has been the rising trend in our domestic consumption since the end of the
war, giving an upward tilt to the seasonal movements.

The country distribution of the movements of the selected imports
can be illustrated by the quarter-to-quarter changes in our imports from the
main sourcss, Table 3 compares changes in the selected imports for consumpe
tion with the total of all general imports from the main country sources.
With very few exceptions, the direction and order of magnitude of the
changes are similar, Among these exceptions are: (1) the changes in cocoa
imports and in total imports from the Gold Coast and Nigeria from the third
to the fourth quarters of 1951, when cocoa imports from Brazil and the

Table 3
Selected U, S. Imports for Consumption and Total (General) Imports from

Leading Suppliers 1/
(Quarterly changes in millions of dollars)

1951« to 1951~IT to 1951-III to 1951=IV to

195111 1951-I1T 1951~IV 1952-T
Netherlands Antilles (77%)2/ - 10 - 12 + 20 + 11
Gas and Fuel 0il - - 13 - 16 +21 + 11
Malaya and Indonesia 3/ - U5 + 37 - 69 + 90
Tin Bars and Rubber - 76 + 36 in +102
Cuba (77%) - 7 + 6 ~ 3L + 25
Cane Sugar - 6 -1 - 15 + 38
Australia (hQ%) +107 -101 - 22 - 10
Unmanufactured ool + 55 ~120 - 32 - 3
Gold Coast and Nigeria (55%) - 2 - 33 0 + 18
Cocoa -1 - 26 - 12 + 33
Brazil (53%) - 73 ~ 15 + 75 =33
Cof fee ~11,8 - 32 +128 + Lh

1/ Figures in parentheses indicate the proportion of the selected imports

~ coming from the selected sources over the entire year 1951, Based on the
value of imports for consumption,

g/ Proportion of two fuel oil items (5062000 and 5063000, which made up 97%

of the gas and fuel oil group in 1951) coming from the Netherlands Antilles,

3/ Rubber  Tin
T Indonesia 2L 21%
British Malaya L7 14

(In the case of tin bars, Belgium and Netherlands are also important suppliers)

NOT FOR PUBLICATION
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Dominican Republic dropped off, despite the steadiness of our imports from
the two leading suppliers; (2) in coffee imports and total imports from
Brazil from the fourth quarter of 1951 to the first quarter of 1952, when
higher coffee imports from Mexico and the Central American Republics more
than offset the drop in Brazilian coffee shipments; and (3) in sugar imports
and total imports from Cuba from the second to the third quarter of 1951,
when the drop in sugar imports from the Philippine Republic offset the rise
in Cuban sugar shipments,

i The only other large change in imports from any one country in
the first quarter of 1952 (see Table 5) was in imports from Egypt, due to
unmanufactured cotton arriving for the new quota periodel/

Prospective decline in exports

Exports in the first quarter of 1952, as in the preceding quarter,
were close to the high level of the second quarter of 1951 In the summer
quarter of 1951 they had been lower,

3

Because of the greater heterogeneity of our exports, it is more
difficult to single out a few commodities that would account for a large
part of these movements, However, the five 3/ discussed below, accounting
for more than a fifth of total exports, did show a more pronounced movee
ment during the nine months April-December 1951¢3/ In the first quarter of
this year, however, these selected exports declined, while the others roses

1/ See this Review, July 20, 1950, "United States Export Surplus for
January-April 1950", page 6, and the Department of Commerce, International
heference Service, vol, VII, No. 21, May 1950, "Economic Review of Egypt,
1949, page 5,

g/ Unmanufactured cotton, unmanufactured tobacco, wheat, corn, and coal,
This section omits re-exports, which accounted for only one per cent of
all exports,

3/ The groater variation in the selected commodities is brought out more

T clearly if we examine the monthly figures. For the twelve months April
1951-March 1952 these five showed a mean deviation equal to 16-1/l per
cent of their monthly average for the period, whereas all other exports
(excluding MSP shipments) showed a deviation of but 5 per cent, If we
exclude October 1951, as being erratically low -- in part because of
the New York maritime strike -— the mean variation for the selected
group drops to 15-1/2 per cent, while that for the remainder (exclud-
ing MSP) drops to 3-1/k per cent, In other words, the five varied
almost three to five times as much as the other non-military exportse

NOT FOR PUBLICATION
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Table 4

s wm———

Exports of U, S. Merchandise (excludgfmre-exports)
(In millions of dollars)

1951-2nd Q. 1951-3rd Q. 1951-lith G, l952~lst_93

5 selected commodities 807 655 1051 912
Others 3168 3002 2898 3048
Total (Discrepancies due to T T

rounding) 3976 3657 39L9 3960
(MSP~financed) 1/ (328) (282) (203) (238)

}/ Shipments of military equipment and supplies financed under the Mutual
Security Program (iSP) are included in the preceding figures, PRecause
of inadequate statistical disclosure, the MSP figures may include re-
exports, which have been excluded from the other three lines,

Of the five, four -- cotton, tobacco, wheat, and corn -~ moved
primarily because of the seasonal factor, the harvest boostIng autumn and
early winter shipments, Moreover, our exports, particularly of cotton,
were stimulated as countries abroad rebuilt inventories which had been
drawn down previously as a result of the poor U. S. crop in 1950, With
this accomplished, and with the foreign textile industry at present in a
depression, exports of cotton have fallen off and we no doubt can expect
a slackening in foreign demand during the summer and perhaps beyond. As
for grains, the harvest prospects abroad for 1952 (and early 1953 in the
southern hemisphere) appear to be better than was experienced this past
year, so that overseas demand may be switched to sources other than the
United States,

Coal exports, which had risen fairly steadily for the first three
quarters of T§51, levelled off in the fourth quarter, and then declined,
a mild European winter curtailing the need for marginal supplies from the
Us S

Our exports of many products may decline because of added
restrictions on imports imposed abroad during the past six months, mainly
because of balance of payments difficulties. The Sterling Area, in
particular, is attempting to reduce imports from this country,l/ while
payments problems in Brazil and Argentina may curtail sales to those
countriess Recent reports indicate that the cuts in imports announced
earlier this year may finally result in decreases greater than planned
because of subsequent additional reductionstg/ The drop in our exports

1/ For a more complete discussion, see this Review, March 11, 1952, pages 5wb,
2/ See, for example, the Journal of Commerce, May 22, 1952, page 37 and
May 29, 1952, page 21 (for Brazil) and the Wall Street Journal, May 26,

1952, page 6 (for the Sterling Area).
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to the United Kingdom in the first quarter, due almost entirely to cotton
and tobacco, may be the beginning of a more general decline,

The two tables that follow give data for U. S. exports and imports
by leading countries and areas, for September 1951, the fourth quarter of
1951, the first quarter of 1952, and March 1952 — the most recent month

for which data are available, The significant changes are those already
discussed,

Table 5

Ue S. General Imports
(In millions of doliars)

March 1952-1/ 1952-1st Q. 1951-lith Q. Sept, 1951-1/
Latin American Republics: 88 T 87L 775 623
Guatemala 23 27 17 6
El Salwvador 28 29 3 2
Cuba 126 105 80 103
Mexico 119 117 86 63
Colombia 85 104 106 69
Venezuela 93 95 83 67
Brazil 22l 225 258 188
Other 182 172 L2 126
Sterling Area: 582 518 393 387
United Kingdom T20 TI0 109 T00
Malaya 196 143 71 96
India 61 €9 55 L8
Other Sterling Area 2/ 205 197 157 1hk
Continental ERP 332 335 304 316
Canada 587 560 608 51k
Egypt Lo L9 3 1
Indonesia 66 75 57 58
Japan 56 51 L5 37
Philippine Rep. éL 53 L9 54
All Other 28L 261 219 165
Total 2888 27176 2152 2153

Discrepancies due to roundinge

1/ Quarterly rate,
2/ Iceland and Ireland are included in "Other Sterling" Area.

NOT FOR PUBLICATION
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Table_é

U. S. Exports 1/
(including re-exports)
(In millions of dollars)

March 1952-2/ 1952-lst Q. 1951-Lth Qs Septe 19522/

Continental ERP 781 784 791 639
France 128 113 122 103
Italy 11 129 103 62
Germany 122 151 7 148
Others 390 391 L19 326

Latin American Republics 1030 939 921 89l
Brazil 220 208 200 223
Other 806 731 L7 671

Sterling Area 728 683 731 628
United Kingdom 261 241 301 292
India 186 199 192 102
Other 3/ 281 2L3 239 234
Canada 683 621 603 601
Japan 151 147 154 119
Other L28 L26 412 Lh7
Total excluding special

categories 3800 3601 3612 3327
Special categories LL8 395 36L 368
Tobal L2148 3996 3976 3695

Discrepancies due to rounding,

l/ Country data exclude the special categories - mainly military goodse
2/ Quarterly rate,
2/ Tceland and Ireland are included in Other Sterling Area,
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Technical Appendix

The Department of Comnerce unit value and quantity indices are
calculated by the Fisher "ideal" formulaza/:

- 1 1/2 B 71 1/2
P = | Sppa, x SPna, Q = | SppPy X SQpPy

' SPodg 5Py, 84,0, Sa,p,

- i - J

Hence, our estimates of changes in unit value and quantity for the selected
imports and others (Table 1) were based on approximations to this method,

For the selected commodities the quantities and values used were

those published in the Department of Commerce monthly release FT 930,
"Exports and Imports by Economic Classes and Leading Commodities", Many

of these commodities, however, are actually a combination of numerous
individual items, Thus, "unmanufactured wool", as recorded for this re-

. lease, is the sum of several wools, both for carpet and apparel use., Hence,
'8 to the extent that there is a change in the relative "mix" of the FT 930

) item, to that extent our calculation is in error,

For each selected commodity, a unit value (the *p" in the formula)
was arrived at by dividing the value by the quantity for each period, Having
obtained the "p,", "Pn"s "qg", and "q,* for each commodity, we then calcu-
lated the four combinations -- Polys Ppd,s P4, and p q . Summing the seven
individual combinations of each gave us the members of tne Ideal Formula,
and thus the P and Q for the selected commodities as a group,

The indices for the "others", however, were not calculated directly.
Instead, an inferred approximation was employede To arrive at the import'g/
changes from the first to the fourth quarters of 1951, (the first quarter
represented by the subscript "o and the fourth by "n"), we start with the
values of total imports for the two quarters., The value, of course, is the
sum of all the items! price times quantity, Hence, Spyd,s the value for
the first quarter, equals $2,961 million and Spndy,s the value for the fourth
quarter, equals $2,500 million, The quantity indices for the two quarters
were 163 and 136 respectively, and the price indices 295 and 299 respectively
(1936-38=100), By proportions, we can deduce approximate values for Sp,q,
and Sppg,, the remaining two combinations needed for our formula,

e e

S U e

1/ The subscript "o" is the price (p) or quantity (q) in the base or earlier
~  period, and the subscript "n" is the later period. Thus, to estimate the
change from the first to the fourth quarters of 1951, "o" would be the first
. quarter data and "n" the fourth quarter data, The "S" is used as the
summation signe
2/ Data for the import indices are based on imports for consumption, In the
text, the figures actually employed have been rounded to facilitate the

expositiona
NOT FOR PUBLICATION
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The preceding paragraph has given us the four combinations for
total imports, while the calculations for the seven selected commodities gave
us their four Spq combinations. By subtracting these latter four from those
for all imports, we obtain inferred Spq's for the residual "other" imports,
We can then calculate P and Q for the residual by the Fisher Formula,

It can be shown that the SpoQy and Sp,q  calculated for total
imports as described above differ from the unknown actuals 1/ by a fraction
equal to the square root of the ratic of the Paasche to the Laspeyre indices:

1/2

inferred = actual x | Sp,q, o SP,4,

sPoqn * Spnqo

Since we subtract the actual SPoln and Sppq, for the selected commodities
from the inferred combinations, each residual has the same absolute error,
if any, as the corresponding original total, thus increasing the relative
importance of the errors. If as is ordinarily the case because of dif-
ferences in price and quantity behavior, the Sp and Sp,q, for the residual
group are not proportional to those for the total, these relative errors

in the numerator and denominator of the Fisher Formula for the residual will
be unequal, giving rise to a net error in the final result. This is more
serious the smaller is the proportion of the residual to the total, How=
ever, for any large aggregate in which the selected itoms make up less than
half the total, it is doubtful if this net error would be more than 1/l-1/2
per cent,

It might be noted that an additional but very small error enters
in the use of the Commerce indices for our inferred estimates., The index
numbers are rounded, so that there may be a small error in either the total
P or total Q. This introduces further errors into the Sp g, and Sp 9, but
in the final computation of indexes for the residual by tﬁe Fisher Formula
these errors, one in the numerator and the other in the denominator, largely
cancel out, leaving only a very small net errors

l/ The actual values (or approximations thereof) were of course used in
the calculation by the Department of Commerce of the P and Q indexes but
are not published,
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