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Will Frence Adopt Export Subsidies? H.J.D.

In the article "The French Exchange Rate" published in the
last issue of the Review, the opinion wu.s expresscd that the prosent
exchunge rate of abont T0 fr.ncs to the dollar would prove far too
high whon France seoks to resumo hor cxport trede und thet certein
dengers would be invelwed if Frence attompted to meintiin thet rete
in the long run. The prticla. céncluded with the remerk: "the cxcmple
of Germeny efter 1931 illustrctes whot obnormel conditions dovelop when
r country cttempts to maintoin an overvelucd currency.”

Sinece thut erticlc wes varitten, Freance has teken o first im-
portant, if indirect, stop towsrd cdoption of export subsidies. A
Prosldoentiel order of april 19, 1645, cuthorized the Ministor of
Netional Economy to imposo levies on imports cmounting to the differ-
ence botwecn French prices and foreign prices in ordor %o assurc the
salo of imported goods «t Fronch murket prices. Compensttion clecring
houses tro to ba csteklished to hendle ¢ll operctions involving dis-
bursemonts cnd reeeipts. No information has yot been rolewscd as to
how the collccted funds ero to bo used. In the light of pust cxporience
it is reasonsble to wssumu thut the procecds from the levy on imports
will be uscd to subsidizoc oxports.

i similer system wes usod by Gorreny, Hungery, cnd other
countrioes beforo tho war wnd is being uscd at prosent by Turkoy ond
Pinlcnd. To illustrates Turkoy is churging en import lovy of L8 por
cont on tll imports ageinst the pound sterling, the deller, and other
Poroign excheange frocly convertible into these currcncies or into gold.
From tho procoeds of this lewy, the Goverment is puying sn oxport sub-
sidy of LO per cent on «ll sxports sold for sterling or dollers. The
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systom hes the precticel effects of develu.tion, inasmuch as it raises
the prices of imported goods cnd lowers thoso of exported goods.. The
systom obviates an wdjustment of the exchange rute wnd toends to per-
petucte itself boceuse the price level is not put undor prossurc to

odupt itself to internutiom.]l conditions. Adoption of subsidy systom
in tho cuse of Frence might bo considored unobjectioncble if it were to

bo uscd only «s o temporary device «nd if ¢ firm detorminstion to rdjust
tho exchenge rete ot some leter dato wore known to prevail. For Frunce
the timo for an cdjustmont of the exchengo rote will come whon tho presant
relatively high rete hus lost its usefulness os & short-torm expcdicnt
(for curtailment of 4illied scldier spending, sccumulation of leurger dollar
end pound sterling balances, ote.).

In genarecl, however, tho system of oxport subsidies is in direct
conflict with the trode liberalizution progrem of the United Stotos wnd
with thc underlying spirit of the Brotton Woods plens. The guostion mey
be reised whethor amorican cnti-dumping logislwtion might not bc applicd
if Frence should setuclly bogin to subsidizo oxports. According to the
Tariff het of May 27, 1921, « speeiel dumping duty may be lcviod on im-
ports "if tho purchess prico or the exporter's seles price is less then
tho foreign merkot velue (or, in the absence of ' such wulue, than the cost
of production)™; thc special duty imposed should be levied--in addition
te tho regulor dutios imposcd by luw--in en wmount cquel %o such price
or cost differenco. Tho Tariff aet of Juns 17, 1930, provides that
counterveiling dutios shall be lovied whonever o country puys or bestows
dircetly or indircctly ¢ bounty on en wrticle to be exported, the duty
to bc ptid--in cddition to the dutiss otherwise imposod by the act--at
en amount equel to the net cmount of such bounty or grint. While under
the Toriff Act of 1921 tho Secrotiry of the Trossury wes froe to oxer-
ciso discrotion s to whethoer or not an anti-dumping toriff wos to be
levied und was to be guided by his findings thut "on industry in the
United States is being er is likely to be injured, or is orevented from
boing ostublished™ by rowsen of the imports in question, the Tariff Act
of 1930 cppeers to lecwe much loss diserction to the Scecrotery cnd doos
not muke cpplicition of the duties contingont on an injury afflictcd to
the cconomy. If Fronce should subsidize oxports, thereforc, the possi-
bility of countorveiling dutics would undoubtedly crisc end it would
remein to be seen whet the Treasury decision weuld be. Before the wor
counterveiling dutics of 25 per cent were levied on imports from Germony
in april 1939. In rocont yoars no new countervailing duties eppoar to
n.ve boon lovied. Turkoy oxtonded hor oxchenge premium of LO per cent
to include exports to tho United States effoetive November 195, 9Lk,
bhut no sction hus yot boon tukon by the Treeasury.
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‘Puture Policy on Lend-Losse &id to tho Sovict Union C.R.H.

Conflicting interprotetions hevo been pleced upon rocent
officinl statemonts regerding future Lond-Lease aid to tho Soviet
Union. On May 12, Mr. Loo T. Crowley, Foreign Economic Administretor,
snnounced thwet new Lond-Lowse shipments to Burope were being held up
ponding reviow of Lend-Leuse programs to assure distribution of smericen
resources in such & wey as to mgke the greutust possible comtribution to
victory in the war cgeinst Jepan. Ho stated, howevor, thut oxception
would be mude for shipments to countrios ut wer with Jupin or to countries
through which redeployment of United Steates troops would toke plece.
Wowspepors promptly homdlined the cnnouncement us indiceting cessation
of Lend-Lense aid to Russin, the most importent Eurcpoen rccipient not
covered by the cxccptions. On May 1L, however, Leting Szeretery of Stete
Grow issued o clerifying statoment. Ho said that, while the changod
military situation dictated cessution of the system proviously followod
in our Lond-Louse dealings with Russie, i.0., the embodiment of annuel
supply programs in formel protocols, Lond-Loase shipments to the Soviet
Union would bo continued if they were found to be "justified on the basis
of adequeto informetion regerding the ossantiel nature of Scviot military
requirements cnd in the light of competing demends", Mr. Grew added that,
on this basis, substential roductions in current progrums for the Soviet
Union could bo anticiputod. In his press confercnce of May 23, President
Trumen steted thet Lend-Lecso shipments to Russiz wore continuing and
would continue to the extont egrood upon under the terms of tho fourth
protocol. Thoreafter, he said, t1lotmeonts would be mede in tho light of
our commitments end in aocordence with foreign contributions to tho pro-
secution of the war and (eccording to ¢ direct guoto from the New Yorlk
Timos) "in the way which is right for the peaco of the worlad'.

It ney be rocwulled that the current Lend-Loase protocol with
Russie covers the supply program for the year ending June 30, 1945, Al-
though the protocal was not formelly signed until npril 17 of this yecer,
shipments went forwerd without interruption cnd by the end of Harch
totulod 110 por cent of tho volume scheduled for the first nine months
of the protocol period. If this excoss of deliveries hes been mointained
during tho lest two months, the supply progrim zontemplated by tho fourth
protocol muy by now huve been lurgoly fulfilled so thut the policy en-
nounced by Mr. Grew may become offective in the near futurec.

Lny ettempt to forectst tho effoct of the now pclicy on the
volumo of our Lvnd-Loaso aid to the Soviet Union would be extremoly fool-
herdy. It mey be pointed out, howover, thut the substenticl rcducticns
montioncd by Mr. Grew would be consistont with continuation of substantial
cid. Published dats rovecl that totul Lend-Locse cxports to Russia in
tho 12 menths ending lest Mereh wore wilued at 3,285 million dollurs.
Tetal Lond-Leaso aid must hive beun somowhut groster in view of Mr.
Crowloy's revelation thet totel aid to the Soviet Union in February ond
Merch reschod 783 million dollers «s egeinst recorded Lend-Loase cxports
in thoso two months of 452 millicn dollurs. This roletionship between
totel ¢id wnd botal oxports is not to be comsidered typiedl, since it
is subjcect to distorticn by veriations in the timing of tronsfers wnd
shipments from month to month. Total Lend-Lcasc exports to Russie from
the dete of thit neotlon's cntry into the wr through ¥erch 1945 wore
wvelucd et 8,410 million dollers.
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urrency Expension in the Netherlunds J,H.F, ,

Since the begimming of the campaign of liberntion, information
on tho currency situstion in the Nethorlends hos buon fragmontary. The
lotost report aveilable shows & bank note circulation of 5.4 billion
guilders ws of Jemwury 26, 1945. This is an increuse of 0.55 billion
sinca the end of Octobor, and of 1.8 billion since tho ond of Jumuary
194}y, The monthly rute of oxpension, which amountod to ebout 100 million
zuildors during the first helf yoar of 194}, hus rison to cbout 185 million,
elthough almost ono-fourth of tho country had been liberated in the fell
of 194}y, The sume do not include the anount made sveilable by the Nother-
1ends Govormnment-in-Exile to tho Alliod Expeditionary Force in tho form
of Treasury notes. Contrary to tho oxporience in Itely and Belgium, how-
g¢vor, oxponditures of the allied urmies in the Notherlands heve bson. vory
smell; end theso notes will probebly constitute an almost negligible purt
of the total circulation.

.

Before the fell of 194k, tho rise in circulation was duc en-
tirely to advances to Germuany, which were reflectod in the Netherlends-
Bank's holdings of Gorman Troamsury bills end elecims cgainst the Reichs-
vreditkessen. Botwoen tho ond of October 194l cnd thoe ond of Januery
1945, however, these holdings increwsed by only 0.l billion guilders,
from bl to 4.5 billion. On the other hand, holdings of domestie bills,
nogligible in the faull of 19L};, rose to &lmost 0.5 billien guilders, thus
covering obout 90 por cont of tho currecncy cxpansion. This developmont
presumebly reflects an increase in cc.sh holdings of both the public and
the benks, which forced “he benks to seek rediscount crcedits. Such
hoarding hes sccompaniocd thu progress of tho cumpeign of liberation inm
most Europeen countries. In sll probebility, it hus continued during
rocent months and the total curroncy issucd by the Netherlands Benk has
continued to rise et tho sume if not a more rupid rate. This kind of
curroncy expansion in itsolf doos not incroase infletionery prossure,
however, since it is belenced by & reduction in bank deposits &nd thore-
foro doos not constituto en increase in the totel mewns of payment in
circulation. Aftor the roturn to normal conditions, the bulk of that
curroney should cgwin be deposited with the benks., As in most other
Wostorn Buroposn countries, control of inflation in the Notherlends will
depond not so much upon the amount of currency in oxistenco as upon the
rostoration of cquilibrium botween tho flow of monoy and the supply of
goods.

Moamwhile, the Governmont of tho libersted country has reap-
pointed L.J.u. Trip as president of the Nederlendsche Bank. Mr. Trip
held this office from 1931 to 1941, when he rosigned under Goermun
prossurc. Ho elweys hes boen &n outstanding chempion of currency stebi-
lizotion end free trode. He hes been particulerly interestod in problems
of interm.tional cnd colonitl finunce, heving beun prosident of the
Jevesche Benk (1924-29) wnd chiirmen of the bowrd of tho Bank for Inter-
notiondd Sebtloments (1935-37). His reeppointment mey bo interproted s
en indication thot tho Govermment intonds to overcome the offects of the
Gormen occupetion by thorough but eonservetive mothods, which will evoid
both tho deflutisnury cffocts of carly Goverment measuros in liberated
Belgium, ond the cautious non-inteorventisnism of tho prosent Frenech policy.

(The Miboreation rote"” of the guildor is sbout 37-3/L U.S.
cents.)
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Scendinavian Exchunge Ratos © H.J.D.

. With the liboration of Demmark and Norwey, Danish cnd
Norwogian occupation currcncy printed in Englend has been issuoed by
tho British forcos in those countrics. Proeceding tho liberetion,
cgrooments reguleting the cxchunge reato hed been roached botwecn the
B8ritish wnd Unitod Stetos Govermments on the one hend end the Horwegien
Govermment in exile end tho Danish Embussy in London on the other.

For Norway e busic oxchange rate of 20 kroner per pound
sterling hus boen ostoblishod by the Norwegicn Govermmont, with &
corrosponding deller rato of }+96 kroner por doller (1 kronc = 20.16
cents). The now rato mukes the krono cquiwulent to one shilling.
Norwoy hus not, howover, boceme o member of the sterling eret., nor has
that country yet concluded ¢ monetery egrecment with Britein, os Sweden
did in early Merch 1945. The rato of §1 = 4,96 kronor, which is con-
sidored to bo a proliminury reate for the liberation and post-liboration
periods, may bo compured with the average rate of L,.30 kroner (1 krono =
23,23 conts) preveiling in 1939 end with the rate of Lo kronocr to the
dollor meintuined during the wer for inter-cllied cocounting purposos.
The devalustion of the Norwegian kronc since 1939 emounts to ebout 1%
por cont.,

For the issue of Danish occupation currency a rote of 2L
kroner to the pound sterling hcs been &grood upon. This rete corre-
sponds to about 5.96 kronor to tho dollar (1 krone = 16.81 conts).

The now rate mey be compured with the wverwge rato of about L.91

kroner to the doller (1 krome = 20.35 cents) preveiling in 1939; the
dovaluation since 1939 occordingly cmounts to wbout 17 por cont. If
price devolopnents are taken into considersation, the prescnt ratos socnm
to overvelue both the Danish end the Norwogian kronc, On tho besis of
movemonts in wholesalo prico indexes botwoen 1939 and 194k, onc would
oxpoct tho Norwogi.n kronc to be oxchanged ot o rato of gbout 6 kronor
per dollar (egzinst en actucl rato of sbout 5 kronor) end thc Denish
krone et ¢ rete of sbout 7.9U kronor to tho doller (ageinst an actuel
reto of chout & kromer}.

For Swoden the pro-wer rotes have becn meintained. In Stock-
holm tho doller hes beoon guoted during precticelly tho wholo period of
the wer ot 1419 Swodish kronor (1 krone = 23.86 cents) wnd the pound
sterling st 16.9 Swedish kronor; the latior rote hws recently beon in-
corporeted into tho British-Swedish clearing sgrecment of March 2, 1945.

For Finland olso pro-war ratos havo becn maintained during
the woar. In STockhoim the markke was quoted during tha whole war poriod
et .08L7 Swodish krona, giving & dollar oross-roio vic. tho Swodish krona
of LS.47 markka por dollar (1 merkka = 2.02 cents). Although the ex-
chunge rete has romeined constint, Finland's foreign trade with Swedsn
hes been grectly hundicappod by the foet that prices heve risen in
Finlund much more than in Swedon. The wholesalo price index for Fin-
1ond stood at 277 ot the ond of 194k, ond for Swedor at 179 (first half
Af 1939 = 100). To fucilitate trade between the two countrics, Finnish
importers from Swoden huve had to pey & L0 per cent levy on coertain
products while Finnish oxporters hewve receivad o subsidy on csortein
cxports to Swoden. In MHerch, it was reported thet this systom was to
bo extended to cover sll trado with Sweden.
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The exzchange rate of the Iceland krona has remamined stable
since April 1941 when Iceland end the Farce Islands joined the sterling
srea. The present rate is 26,22 kromur to the pound and 6.505 kronur
to the dollar (1 krona = 15.37 cents) against an average 1939 rste of
25.3L kronur %o the pound end 5.76 kronur to the dollar; depreciation
tgeinst the doller since 1939 amounts to about 11 per cent, american
forces stetioned on the islend since July 1941 have used krone currency
for all disbursements,

The govermment of Greenland, sfter consultation with the Danish
nuthoritios, issuod in mid-1304T c new "skilling" curroncy with en officiel
exchonge ruto of 20 skilling to the doller (1 skilling = 5 cents) in order
to faeiliteto trens.ctions with the Greenland eskimos. Dollar curroncy
hus boen used by mombors of the United Steates forces only within limited
nilitary creus.

Tho following teble surmerizes the movements of Scandinevian
exchenge ratos since 1939: s

(In conts per unit of foreign curroncy)

1939 Prosent Doveluation
Country Unit LVOrage reto in per cent

Norwey Krono 23,23 20.16 13.2
Dermark Krone 20.35 16,81 17.4
Swoden Krone 2%2.99 23,86 -
Finland Morkke 1.99 2.02 -
Icolend Krono 17.%6 15.37 11.5
Groenlend Skilling - 5.00 -

Rocont Fingncial Developments in Greoce J.H.F.

The end of ecivil wer in Groece has rotuerded the deterio-
ration of tho couniryts financial situstion,l/but fiscol cnd monctary
rchebilitation is not yot in sight., During the five months immecdi-
ctely following the "stabilizwtion” of the drechme (November 11, 19LL),
government oxpendituros amounted to 13.2 billion drachmas, «nd revenues
to only 2.2 billion; the most rucent returns show deficits of 0.8 billion
drachmes per wook, cquel to cbout two-thirds of totul expenditures. The
deficit is covered «ntircly by advunces from the Benk of Greece, i.e.,
by the printing of bunk notcs. On April 7, 1945, curroncy in circu-
lation emounted to 15.7 billion drechmus, of which 13.L billion wus
in "new" bink notes (issued since November 11, 19LL), 1.8 billion in
British Military currency {(in process of boing exchunged for bank
notes), and the rest in Mold” «nd subsidiary moncy. The total circu-
letion is ebout sevon times as high as in November 19Lf;, und elmost
twice as high as in July 1939.

7 86 Rovicw of Faoroign Dovclopments, Fobruery 19, 1355, pe T»

4/ £
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L “The price «nd wege situction is even less satisfuctory, ‘On .

hpril 7, 1945, the index of froo murket pricos stood at 177 per gont.

~ of the levol of Novombor 11, 19llL; this wos ebout 30 points bolow the

peock recchod at the end of Jemuwery 1945, but 1 points ebovo tho lovol
of the middle of Murch, and almost ton timos &s high es in July 1939.
Contrnlled pricos are lowor, but rutions, uxecpt for bread wnd pulscs
(beens and poas), wro still quito insdequate. Daily wegoes of fictory
workers Wero fixod on Fobruury 12, 1945, «t lovels renging from 2ho
druchies for unskillod workors to 420 drechmes for foromen. Thesoe were
cbout four times as high «s tho minirmum weges fixed boferc tho outbroegk -
of wur, but in view of tho fur groufor inercase in tho cost of living,
reul weges wro only wbout LO por eont of the pro-wor minimun, Selaried
enployeas heve furcd no botter; selurice of govormmont omployoes renge
from 8,000 to 18,000 druchnes por month. In 1939, e standerd femily
budget for ¢« middlo-cluss omployce wis ostimeted to roequire ih,3
drachmas (sbout 115 Zollers) per month; purchusc of the seme items in
Morch 1945 would heve required 90,530 drechnas por month (sbout 600
dollers), or five times ms much wus top govermaent s.larios.

Prices of gold and foreign exchenge huve reflocted the do-
erouse in the domostic purchesing power of the drachma. The gold o
sovercign was quoted ot 7,300 druchmes on april 7, 1945, «s comparcd
ta 2,400 drochmas on November 11, 194L. The dollur wes pricod ot
295 drichmus, or wbout 200 per cent of the "stabilizution” perity,
end tho pound sterling at 973 drechm.s, or wbout 165 per cont of
parity. The overvelu.tion of the gold sovercign us ogainst the pound
storling wus ebout twice as greet ws in most other Near Tastorn countrics.
This discrepuncy is due to the treditionul preforonce of the Grock popu~
letion for tho gald soveroign, which is s%ill used us the mein "invest-
nment" for savings. The Govermment hus tricd to protect tho forsign
exchange value of the drachme by mow r.gul-tions farbidding unliccensed
importution and oxportetion of geld end compelling the surrender of
foroiza exchungs to the Bunk of Groseoe. P.st cxperience mekos the
cuceoss of those rostrictiosns oxtrenely loubtful. Un»ffieicl roperts
for more recont detus indicate continuing deterirration of the currency
situction which is reflected in furthor pricc risos «ni in blaek nerkot
retos for foroign curroneios {sco Hew York Times, Hay 2h).

(The Greck drachme is veluod officiclly ot 0.67 U.S. conts.)
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fgn Wln&nclal Ccntrlbutlons to Gorma j~During
War ' Pzul Hermberg

Foreign finuncial eid Yo Germeny during the wur by ocoupied,
setellite, and neutrel countries consisted of streight contributions by
foreign governmonts, of sdwunces from foreign centrgl banks to Germen
eradit institutions, and of direct or 1nd1rect foreign investments in
Reich peper. -

1} Streight contributions. The bulk of the streight contri-
butions consisted of OCCUpAtion costs peid by the govurnmcnts aft gll
eountriocs occupicd during the wer. The countries invelved wore Fronce,
Bolgimm, Hollend, Norwey, Serbis, end Croatie. Terms of pavmant woro
fixed by egroement, In oddition to official occupation cesus, Holleand
peid & "voluntary contribution to the wer against Bolshevisn®, which
mey bo rogerdod as an wdditionsl occupstion cost. The contributions of
the naow stetes which wero set up under diroet control of the Reich werc
not celled occupation costs but "matriculor™ or "defense contributions™.
The new statas were the Protectoruts of Bohemie and Moravie, the General
Govormment (Polaond), the Reichskormissurist Ostlend, and the Roichs-
kormisseriet Ukroine. Of the satellite countrises, Itely clone paid e
“wor contributicn"; this puyment began in the fell of 1943. Tho follow-
ing tocble shows the straight contributions of occupioed arcas during the
wer.

Tuble 1. Occupction Costs, Metricular, wnd Defonso Contributions
(Mllllﬁﬂ RM)

. 1939 '
Country agd typo end {1901 | 19h2 | 1943 | 19LL Jen., to Total
of contribution 1940 Mer.1945
Occupatio? costs-
Francol; 1,600(5,500! 8,500/10,850| 7,750 - .}34,200
Belgium 36811,30L| 1,488) 1,576 1,104 - 5,840
Holland 1,062{1,892] 2,192} 2,192] 2,192 L8 |10,078
wommvg 225] 225 510 570 1,130 280 | 2,940
SarblsC/ - gly 1L 1y 100 - Lo
Greoucﬁ - 27 2% 20 15 - 95
Totel 3,255]9,0%2|12,867(15,352[12,291 828 53,625
Contributions-
Protoctorato?/ 200! 200|380l 50|  5%0 140 | 2,020
Goneral Governmonte/ 20c| 250 500] 750 375 - 2,175
Ostlundes - - 200 300 200 - 70C
Ukraing?/ - - sol 20| - - 100
Ttel yer - - - 2,800} 8,400f 2,100 113,300
Totol I00!] 550] 1,1%0] L,750] 9,525 2,240 118,595
Grend t~+a1 Z,C5519,5682113,0971 20,102} 21,816] 3,008 72,220

1/ Utilized peymonts.
9/ Estimated.
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: 2) Advances 4o the Reichskreditkassen. Advances of foreign

. central banks to the Reichskreditkassen differed from straight govern-
mentsl contributions only in a formal semse. De facto they represented
extensions of irredeemable credit by the foreign goverment to the Third
Feich; they were advanced by the foreign central bank on behalf of the
forelvn govormmeont and received by the Reichskreditkessen, which actad
as the central berk of tho Wehrmacht end of the German occupying suthori-
ties. &s ¢ rule, occupetion costs wero pald.by the foreign government
into tho acecount of tho Reoichskreditkessen in the foroign centreal bank.
By cgreement, tho contrel bonk wes obliged to grent credits to the '
‘Wohrmecht's banking ngency if instalments puid into the occupation: costs

account did not satisfy the reguirements of the occupying forces. of-
ficinlly, all claims eguinst the Reichskreditkussen werc gusrunteed by

¢ claim of the Reichskroditkcssen egeinst tho Reich. In fect, howover,
sdditions]l payments by the forcign govermment offered tho only’mcthod
by which its centrel bank could be ropaid. Demmurk represented an ex-
coptiontl case. It paid no occupetion costs but was foreccd to grent
ineroasing edvences to the Roichskroditkessen through the Danmerks
Nationalbenk. To bock the cleims of the contrsl benk, the Govarnment
oponed a blocked necount to which were trensferrod the proceods from ;
the sale of spocicl debt certificstes.

additionel cleims aganinst the Roichskreditkassen originated
from its issue of speciel notes (Roichskreditkessenscheine) which were
plecod in ecirculation prineipally in the eestorn torritorios. Tho bulk
of tho Reichskreditkessonscheine issued, howover, wu.s used for curroncy
tronsictions within the Germun Army, end tho emount circulating in the
civilian sector of the occupied territories probubly nevor exceoded
RM 1.h billion. Tho following teble conteins an estimato of ¢ll foroign
eloims egsinst the Reichskroditkassens

Teble 2. Claims Agninst the Reichskrcditkassen
{Million RM.)

Countr:{ 1< 19‘}4’1 3 19&3

Belgium : 28R il 288
Holland 5 1 1 280
Denmark his 6T 1,227

-

Norway:/ \25] 1,700 3,010
Ostlandl/ 300 90
ralnel/ 100} LiX 610
C:oatla 25 117
Serbla._/ - Loj 160; 169
Greecel, . L3 571 300
Other cecupied territeoriesl/ | 768
Totwl foreign claims | 3,- 5501 7,700
Internal German claimszf 280 ¢ 1,600, 1
Total claims 019,300} 4

lf Estimuted.




~ from the creditor country, advences to the Deutsche Verrechnungskasse

~‘were recognized cs business claims tgeinst Germany. The Deutsche S

”‘;VerrechnungskaSSe wig indeed thg contrel clesring institute of Con
nentel Europe during the wer. The totul clewring dobt of the insti :
howevor, did not originats solely from foreign trude trenscetions and
other normal businoss items of tho belance of peyments. Lerge smounts
ward wooumulated in connsction with remittances of foreign workors in 
Gormeny (RM 2.1 billion by the ond of 1943). In eddition, the Verrech-
nungskesse ected a8 a clearing institution for the Wehrmecht, porforming -
the sem¢ type of business in the Axis satellite countries as was cerried
out by the Roichskroditkussen in occupicd territories. Belances ecquirsed
by the satollite countrios, howevor, could bo used, ot lotst in pert;:
whilo tho occupied countries mcquired only frozen cluims. Tho Reich -
sttompted ut different times to mobilize some of tho cloering "spitzen! .
due to its cllies by repetriction of securities to the creditor countriss,
by poyments in gold, by special cgroemonts offering deliverics after the
war, wnd by other mosns. The following table shows the Gorman clopring
debts by creditor countries: '

Teble 3. Cleims hgeinst the Deutsche Verrechnungskasso
(Million RM)

: ‘ - ‘End of- :
Country TOL0 | 1941 | 19L2 | 1943 | 19LL | 1945

German occuplod countries-
Frence 150 750 | 2,350f 5,500| 8,000{ 8,000
Belgium 80 632 | 1,976 3,90L 5,040{ 5,045
Dermark 193 Lo5 579f 1,031] 1,448} 1,540
Norweyl: - 50 | -100 -150 -250{ -350] ~350
Gencral Govermnont}./ - - 350 700 875 875
Ukreinel/ ' - 50 100 790 790 790
Croutin 33 12 18 26 3l 3l
Sorbiml( 22 30 130 195 235 235
Greccel/ 1 63 83| 100} 110 110
Other occupied torritorius 105 28l sol 118 396

Toteal 1050 | €,000]12,500]16,600116,670

Gormen allied countries-
Slovekin
Hungory
Bulgeoric
Rumenia
Finl&ndg/
Ttalyls /
Other ellied countric&b

Total

'\
n

\,

b
—J
O

=

116 185 el 267 278
183 54O 978f 1,416| 1,416
317 Lh8 631 701 701
311 L06 L92 239 539
-125 -275) -L25] -500p -500
100 500] 1,000} 1,200f 1,200
78 ché L00 277 266
980 | 2,050] %,300| 5,900] 3,900

et
< O\

1

A RNV R AV IR |

o
@

n
poL
(&

Noutral countrics-
Swoden 72 58 L8} - 30] - 36
Switzoriund y 29 260 Kell el 578 578
Other neutrgl countriesl/ 71 86 251 z61 252 238

Total - vzl “800 Q00 GL0] iizie]
Grund totel 600 13,350 | 8,850/16,700]21,300{21,250

1/ Estimated.
27 In 1943, probebly cbout RM 300 million was converted into & long~
~  +term Germun losn to Finleand.




CONFIDENTIAL

i) Foreign investments in Reich paper. Direct and indirect
foreign investments in Reich paper became more and more importaent as
the war progressed. Although the official foreign debt of the German
Govermment, representing pre-war long-term indebtedness, decreascd from
R 1.7 billion to R 1.4 billion during the war, thore was no net out-
flow of foreign capital since at the sume time the Konversionskasse fir
Deutsche Auslundsschulden invested about R 300 million in Reich paper
out of accurmulttod intorest and emortizution puyments duo on foreign
dobts end ropaid by the German debtors inte blockod secounts. In
s«ddition, largo smounts of foreign funds wero invested in Germen
Treasury bills sftor tho disappocrence of a foreign-exchenge border
betweon the Reich and the Protoctorate end Holland mede it possible
for thosc rogioms to invest eccumuleted roichsmerk claims in intereste
beering Reich pepor. In Hollend, only the Nederlzndsche Bank investod
its roichsmerk funds in German Treasury bills. In the Protoctorsate,
however, not only the Bank of Bohemia end Moravie but slso othor public
crodit institutions end commorcicl bunks took adventage of the opportunity
to eern intorsst upon their short-term funds. Io sddition, the Czech
contrel sevings benk, the central credit cooperetive bank, and othors
meinteined substenticl balances with Germen centrel institutions, which
in turn investod them in Reich paper. The following teble shows an
estimete of forocign investments in German Tressury bills end reichsmerk
brloncess

Teblo L. Reichsmark Investments of Foreign Countrics
Million RM)

b Bnd of- Murch
sountry 5357 TOL0| Toh1] To52] 1Oh3 | 1ouh | 19L5

Protoctorate 33011,030{ 2,040 3,501 5,940 g,940112,130

Holland - 15|1,2L0}2,310] 3,985 46,0551 6,585

Russia end Polend - - - 20 20

Through Konvcrsionskussoﬂ 700 700 700 700 800 900 900
Toteal T050 1,05 23,9801 6,400]10,720[16,915 19,855

1/ ut the end of 1933, cbout RM 500 million wes invested in Releh

~ poper by the Konvorsionskassc.

5) The foreign financicl contributions by countries. Of the
totel forecign finuncinl contributioens, &0 por cent reprosonted direct
peyments by the govermments of occupied torritories; 7 per cont cdvences
to ths Reichskreditkesson; 18 per cont clewring sdvencaos, end 15 per cent
roichemerk investmonts. Tho grocter shere of the contributions was paid
by tho occupicd countrics, cspeeially France, Belgium, Hollend, cnd the
Protectoratos. Thoso four contributed 72 por cont of tho total, whilo
13 per cent wes suppliod by other occupiced countries, sbout 12 per cent
by Italy, 2 por cent by tho other sutellites, and ebout 1 por cent by
noutrel countries. Dotciled date wrc shown in Table 5.

The lest column of Tsble 5 shows the por capite contribution
of oech country end indicctes the roletive por cepite importunco of each
to Qormen wor finoncing. It does not indicate sccurctely the relative
financisl burden which ¢ach country hud to bewr. For cxample, the relo-
tively light peyments of the poor eostern countrics no doubt reprcsonted
in some seses o heavier relativo burden thun the luerger contributions
sceured from tho wealthier western and northern nations.




CONFIDEETIAL

Contributions reported in Table 5 do not include amounts ob=
tained from territories incorporated in the Reich (Austria, Sudegtenland,
Memolland, Danzig, Polish provinces, Bupen-Halmedy, Luxembourg, Al'sace-
Lorraine, and the Yugeslavien torritory of Yorthern Slovenie), These in-
corporeted territories contributed relatively more thun the occupiad
countries, but their contributions wore obtained through the so-called
"silent mothods of war finencing", which involved convorsion of tho totel
sevings and brnk deposits of the employed population directly or indi-
rectly into Reich peper. The officiency of this method of obteining funds
for the Reich is domonstruted by the fact that the relatively poor popu-
l.tion of the Protoctorate--whoro the bunks invested their oxcess of savings
end deposits in Reich bills &s did tho benks in incorporetod arogs<=ptid
the highest per capits shure of oll occupiod countrios. & rough ostimate
of tho financial contributions of tho incorporated territories to the
Gormen wer effort is indiestod by the following comparison. The German
domostic sharo of wer expenditures amounted to RM 350 te 380 billien,
is0., BM 3,750 to 4,000 per capitn. About 25 por cent of the total popu-
lotion lived in the incorporated territories. As these areas arc rele-
tively poor, the inhebitents did not comtribute so much as the cverage
of tho Reich. On thoe basis of the increcse in sovings by srces, which
con be estimeted from subsidisry dete, their purticipetion may be essumed
to omount to about 12 to 13 per cent or K L0 to 50 billiom, i.e., cbout
RM 2,000 per head of the population.

Teble 5. Foreign Finenciel Contributions to Germeny
Sept. 1939 to Mer. 1945
(Million RM)

Sapt 1959
Country to y 1941l 194h2) 1943 19Lh
Dec. 1940

Occupied countrics=-
Frence 1750 6100110100}15100{10150
Belgium 568 202l 2948] 3368| 2272
Hollend 1202 3152 29871 LO15
Dommerk a3 L2 1012] 1442
Norway 00 1040
Protectorate 1230 30L0
Goneral Governmenty 200 1100
Ostland - {
Ukruine -
Crootis - 33
Serbia -~ 22
Greeco -
Qther 102

Total 6190

Sctellite countries-
Slovakia 51
Hungsry ~
Bulgoria 125
Rumenie 16
Finl and - 30
Ttaly -
Other &8

Tatal 240

Neutral countries-
Swedan -100
Switzerland 29
Othor - 29

Totel ~-100
Grund total 63520
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