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Ticd Loens and United Stotos Commercicl Policy Howard S. Ellis

In its Gencrel Policy Stetement issucd in Septoember 1945,
the Expert-Import Bank of Weshington sete forth tho policles which
hevo guided its lending opcrutions since its orgenization in 193l.
Zmongst these, the fourth "basic principlc” is cs follows:

"is a goncrel rulc, the Bank oxtends credit |
only to financo purcheses of m«teriels tnd cquipment
producod or mamfccturcd in the Unitod Stotos ond the
tochnicel scrvices of fmoricen firms end individucls
6s distinguished from outlays for meteriels and lebor
in tho borrowing country or purchuscs in third countrics.
The rcesons for doing so ero principally two: (1) The
limited resources of tho Bank should be used with rarc
exceoptions sclely for the purpose of dircctly financing
and faciliteting United States foreign trade; (2) foreign
countrics should not ordinerily ussumc oxtornal indobtod-
ness to finence expondituros in local currency.”

This ro-affirmation 2f tho Bank's policy of issuing only
tied locns recises a scerious issuc in viow of the magnitude of actusal
imponding opcretions by the institution. s rcported in this Review
on October 8 (p. 3), -the proscnt cuthorizetion of 83.5 billion leonding
cepeeity mey bo exhmustod in the present fiscel your, and o doubling
cf this capereity moy be proposcd shortly. Ticd lowns upon this seccle
cculd eusily aceount for the groster purt of our net foroign lending
during tho noxt fow yeers. In compirison, the tying of lowns undor
the Intornotionsl Benk for Roconstruction and Development applies
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only to the Bonk's own loan fund ($1.82 billion) end even within this
limit only to cases wherce thc lending country refuses permission to
the Bank to convort its own currency into ecnecther currency.

. In justification of a policy which would couse the larger
part of tho foreign lending program of the United States in the ncar
end crucial futuro to be strictly bilaterel, the General Policy Stato-
ment of the Export-Import Bank refers in the first plece to the
"limited resources of the Bank." This implies thut unless lending
agroaments roquired the expenditurc of the funds upon our produce
cnd manufactures, foreign countrics would not do so. The limited
productive caopacitics of other industriel countrics &s a consequonce
of war demage affords practicel insurance, however, that most of the
dollars supplied by the United States through foreign loans will be
cppliod directly to purchases from us.

Over the longer period when forcign industrial cconomies
ney hove recovered from the war, they will indecd compotec moro ef-
fectivoly on world markets with U.S. exports. But it is procisely
with rogerd to this somowhat longer future thut tho United States--
for the sekc of fair compctition, full employment, high standards of
living, ond politiecal socurity in thc internctioncl sceno--is now
bending its efforts toward sccuring general ccceptonce of its tra-
ditional position for free multilateral trade. The persistence of
& policy of issuing lerge volumes of tied locns cecmmot be made con-
sistent with this declured position. From the viewpoint of free and
flourishing multilateral tredc, the fect thut the resources of tho
Export-Import Bank are limited is, indecd, o very good recson for
refreining from tying provisions. Only if its rosources worc many
multiples of its present position could the rustriction end dis-
criminc.tion of tying #3.5 billion be regurded as relatively minor.

The second reason adduced in the Gencrel Policy Stcotement
for eoxtending credit only for goods produccd in the Unitcd Stetes,
that forcign countrics should not contract forcign indebtednoss "to
finance cxpcnditures in loczl currcney," does indeed give o velid
rulc as to the aggregoto cxtent of their borrowing. It supplics no
renson at &«ll, howover, oS to why this borrowing should involve
nocosserily expendituros upon the goods of tho croditor country,
rather than upon the goods of cnother and compotitive foreign sup-
plicr. There would indecoed bo ¢very reeson to obscrve the ordinery
rul.c of purchasing in tho checpost and best murket. If the United
Stutes desircs to benefit from this principle in its own imports,
it can scarcely deny othor countrics the seme privilegoe.
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The U.S.5,R. and Bilateralism in Eestern HBurope A. Gerschenkron

The economic relations between Russia and countries located
in Russia's zone of influence in Eastern Burope are in the main regu-
let:ed by (1) ugreement on economic ocollaboration, (2) bilateral treade
agreements, cnd (3) in the coso of Finland, Hungary, and Rumaenis, the
ropuration provisions of thoe ermistice agrecements.

One of ths prineipel questions rciscd by Russia's policies
in Bastorn Lurope is to what oxtent Russie will cndeavor to c¢stablish
proforentinl positions in the oconomios of the countrics concerncd
and thus discriminute ngainst trade and investment of third countries.
There is littlc doubt that the institutiondt] pattern that hes becn so
fer crcuted may be used as ¢ poworful vehiclec of discriminction in
insernational trade. Although informetion romeins frogmentery, thero
have boen & number of indicotions thut tho Russicns cre trying to
osseblish proferentiel, if not oxelusivo, positions in the economics
of the countrics concerncd. It is thercfore very important to watch
thesc devolopments closely ond elso to considor scriously wuys and
meens of prevonting, or ot lcast of minimizing, discriminction in
the erca in quostion. At the some timo, however, it is advisablo to
reriember that no uscful purposc con be served by prematurc conclusions
bascd on onc-sided interproteations of the developmonts. In particuler,
confusion of potential with wetual diserimination should be avoidod.
This neced for e judicious approcch may be illustrrted in conncetion
wizh the trude agrcomcnts which have been concluded in recont months
botween Russia and tho countrices of the zonc.

According to tho informetion so far reccived, the following
tride sgreoments ero in oxistence:

Russicn Trode fgroements with
Eostern Europcon Countrics

Country Period of Validity
Rumenie May 'L4S May L6
Hungary Sopt. L5 Dec. L6
Polend July '45 Dec.'L5
Finland Mey ‘L5 Doe. '45
Czechoslovekia ? NDoc. 45
Bulgaria Mereh 'h5 - Dee.'hi5
Yugoslevice, Yot known - Hot known

The list shows thet trado egroomonts heve boen concluded with ell
countries locatoed in the Russinn sphoere of influcnce, with the ex-
ception of fustria, the pesition of which with regard to Russia is
morc compliccteod boecuusc the country is not under cxclusive Russien
control.

The outstanding chercctoristic of ell these agreoments is
thet they «re based on the prineciplc of ecquelity of cxports and im-
ports; in other words, they ore strictly bileaterul paymont arrengo-
monts., Thig feet hes beon considercd by some es clewr evidence of
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Russio's intontions to pursuo discriminuting trade policies in Hastern
Buropc. However, thce mere fact of the eoxistence of thesc biletersal
tredo prectices cennot as yot b teken os o picee of conclusive ovi-
donce of Russie's ultimate intentions. For it is oxtremocly question-
eble whethor uny other type of treding errangoment could be considered
feasible in the period immedictely preceding aend following the ond of
nostilitius in Europc. Undor thc conditions of genoral reduction of
productive copacity ond of disastrous disruption of the mcens of
communication now ruling in Europe, bilaterul crrongemonts provide

e noturel solution for the problom of macting the urgont domand for
imports t> feed the populctions end to begin reconstruction. If pay-
ment for oxports by concomitant imports is not provided, croedits or
poyments in gold or foreign exchango would be nccossary. It is clear
thet the Eeast-Buropcan countrics, with the possiblc oxcoption of
Runenie, would not be eble to finence an export surplus to Russia, or
t> provide gold or foreign exchango to pay for en import surplus from
Rusegia. On thc other hend, Russia certuinly could pey in g»ld for hor
import surplus from any of thoe countrics concorned. Yet, in thc period
undor consideration, gold is und:qubtodly the commodity lowst necded in
Bestorn Burope. Thus, under proveiiling conditions, the cholce is
lergely botween bileteral trede or no trede et cll. There 1s little
point, therofore, in reising the cherge of discriminction with rospoct
t» the trede egroements in question,

Tho future of thesc arrangemonts, however, 1s on entirely
differcnt mettor. To tho extont thut productive facilitics arc being
put boek to use, that port instellations aro boeing restorcd wnd reil-

sad bridges robuilt; to theo uxtent thet credits arc mede cveilable
end, most notably, that the Internctional Fund will begin its oper-
etions, the bilaterel tredc cgreeomcents between Russie end Eest-
Furopeen countrics will become en impediment to the reconstruction

of Europeen trede on o multilotorsl and non-discriminctory busis.
Ls shown sebove, only two of tho orusont sgreemcnts do not cxpirc with
the end of the current your. This in itself might justify tho hope
thet the crrengonents huve bocn eoncelved by Russia ws short-lived
srergoney mowcsures. It should be noted, howewver, that discontinuction
of these neasures would not nocessurily meun transition to rmultileteral
trede. Russia's influenco in Eastern Europe is prosumably so strong
thet she will not fecl compelled to epply the principle »f "divide and
rule™ to hor cconomic relcotions with this area. On the eontrary, tho
temptation for Russie mey lic in the direction of & cleering bloc
comprising ell Eastern EBurope with Moscow s the centor.. This would
bhe a vory undesireble development indoed as it would serisusly inter-
fiure with the foreign cconomic policics of this country wnd with the
principlos cnd cetivities of the prospoctive intornutional tredc
~rgrnization.

It would, thereforec, be very desirable if, among other
issucs, thu quostion of future trade relations botween Russia end
mestern Eurape were rrised in the course of negotiations eoncerning
lrcricen loans to Russia. Assurznces should be sought that, ofter =
rcasnneble porind of trunsition, bileterel arrangemcents will be dis-
continued ¢nd the cruntries in question integrated directly into =
system of multilatoral world treode.
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Program for Disposal of British Empire Surplus Wool Toni Giese

As a result of the bulk-purchasing programsbv which the
United Kingdom sought to insure an adequate war-time supply of
aprerel wool for itself and its allies, the British Govermment, as
of the end of June, posscssed surplus stocks of Dominion wool esti-
mated ut 3,315 million pounds. This tremendous accumulition is some-
what greater than the world's annuel production of sppurel wools, or
more than twice &s lurge &s thc everuge annuel sxports of Australis,
lew Zecland, end South Africe which together furnishcd cpproximately
two-thirds of tho app.rel wool entering into internationel trodo in
pruo-woer yours. In rocognition of the faet thet wuny attompt to dispose
of theso stocks rupidly would seriously injurc the domestic cconomics
of tho wool producing Dominions, end ot the sime time create o woeak
merket for tho British-owned stocks, thc govermments conccrned heve
ngrocd to the osteblishment of & Joint Orgenizotion through which the
surplus stocks will be merkcted concurrently with new clip wools from
ths throe Dominions. British oxperts have cstimatcd thet under fevorable
conditions of high world purchasing powor some 13 ycors may be rcequired
for c¢liminetion of the current surplus. 4 merketing scheme of this
magnitude cnd intonded durction will affect produccrs und consumers of
wool throughout thec world. The bockground of the existing surplus, the
probeble demend and supply situation in tho immediate futuro, «nd the
form and proposcd policios of tho merkoeting orgonizution deserve care-
ful study.

In Septembor 1939, tho United Kingdom mede crringomonts to
purchase cll exportublce surplusces of Austrelicn and New Zealand wools
for the weur period plus one full yeur thereeftor; in 1940 o similer
egrooment wes rocchod with the Union of South Afriea. Prices padd by
the United Kingdom under theso agrooments were considorebly higher then
those preveiling in cerlior yours. The Economist discloscs that the
averoge price por bele of wool eppreaised or sold by Austrilic end Now
Zonlund during 19L3-Ll was Ll por cont higher than the averege prico
of the pre-wur decade, end theat everags annucal production in the three
Doninions inercescd from 1,51l million pounds in 193;-38 to 1,668 nillion
pounds in 1939-Lli. During the semc period, offoctive world wool domand
doclined sharply. Gormen dominznec over most of Buropo, ond 1rore
spocifically the complcto colleapsc of French resistance in 1840, closed
the inportent continental mérkct for imported wools.

To the British surplus stocks of 3,315,000,000 pounds there
" noy bo added some 700 million pounds of South American «nd Unitad
Stutes resorves. Those stocks overhong o mirket charcctorizod by
increwscd productive capecity ond by «t lenst temporerily decrceesed
absorptive cepacity. Gormeny and Jupan, formerly cctive merkets for
British wools, will be unable to purchase normal supplics of wool for
severel yeers. While the importint Fronch cnd Belgien toxtilo mills
ronein virtually intect, shortiges of fuel, dissipation of normcl
lebor forces, and the disruption of transport foeilities point to
slow rccovery of production. Wer-timo priorities in the United
Kingdorm have restricted civilien consumption of wool to no more than
35 por coent of pro-wer, while the industry's lchor forco hos declined
fron 240,000 to epproximatcly 120,000. More favorzblc wspects of the
picturc ineclude the longor-run prospects of heavy conswior dennd in
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meny countrios where werdrobes have been depleted during the wer end
the necessity for textilo mills to reoplonish inventories. Tho British
oxperts who heve suggostod that disposel of the surplus stocks may be
eccomplished in approximctely 13 yoers basod their estimctes upon the
optinistic assumption thet & substuntisl incresse in world purchasing
power will rosult from succcssful prosccution of policiovs of full
cmployment cnd oxpansion of world tredo., If this inereasce cventuctes,
world wool consumption muy rcach « level 12 per cont cbove pro-wer
which would permit o 20 por cent increesc in tho consumption of British
and South fnericun wools. Tho group prepering this estimeto recognizes,
howovur, thet cven under fevoruble conditions of high world purchasing
power, succcssful disposal of the surplus will domend that the price

of wool end wool textiles be "s rousoncblc ¢ne which encourcges con-
sumption” znd thoat prompt eid be givon to noeedy countrics both for
rohcbilitation of their toxtilo industries .nd for exponsion of their
capacity to consumc¢. In this comncction, the Joint Org.nizetion intends
to consult with spucielized intornationcl wool org.onizations cnd with
_reprcscentatives of consuning countrics on the pessibilities of improving
vool textile industries in eonsuming countrics. WMethods advocated in-
clude tho replacement of sntiqueted wnd worn out nmechinery, adoption

of improved methods of munufeacture, processing cnd distribution, and
incroesed cmphesis on resccrch ond publicity.

Under thesc conditions, the four govermments decided thot
in order to obtain feir ond stobleo prices for both 51d and now wool
end to provideo o solution to & ccrtain conflict of interests botwecn
Britain and her Dominicns & cooperuative system of controlloed merkcting
would be required. The econonios of the Dominions cre dopcndent to a
loarge oxtent on the export of wool end high prices wurc conscquently
desireble for them, while Britoin as o nct exporter of wool textiles
is intorcsted in cheep supolics of rew wool. This intecrest on the
pert of Britaln, however, is limited by the fect thet it is now in
the position of o seller «s woll. Controlled nerketing wos deemed
to be the only cltornutive to the dissstrius effects of o free-market
which might bonefit the numeroaus wool consuncrs, but which would un-
doubtodly vrojudice growers! intercsts everywhere ond cendenger the
stability of the Dominion occonomies.

The ncw plen for controlled markcting wans the ocutcome of the
Londen Wool Conforence (April 16 to Mey 28, 1945) which recommended
formation of & Joint Orgenization, « purtnership composed of the Uaited
Kingdom, Austreclies, New Zealond, end tho Union of South ».frica to share
in the ownorship of the stocks of wool, in responsibility for their
disposcl, nd in the resulting profits or losscs. Dominion wool held
by tho British Govermment cs of July %1, 1945, will be trensferred to
the Joint COrginizetion. The copitel of the Organizaticon, reprosented
by the opening stock of wool, will emount t» 160 million pounds sterling
of which Justrelia will teko up one-fourth and New Zealand end South
Lfrica one-cighth ceche Tho capitsl paymonts due from thoe Dominions
mey be met in frur annual installmonts ond evach Dominionts shereo in
the proceeds of scles from the Joint Orgzonizetion's stocks nay be
applied egeinst its original obligetion. Opcorating cxpenscs cre to
be shored oquelly by growers, whosc liability will be peid by thoir
respoctive govermments from cherges levied on seles of now clip weol,
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and by the Joint Organization itself, which will deduct its share from
the proceeds of sales of its own wool. The net profits are to go
toward the repeyment of the original cepital.

The functioms of the Organizetion have been laid down as
follows:

1. Determine smounts of wool (including esll new clip and
an eppropriuste proportion of the Orgenizetion's stocks) to be offered
for sele from time to time concurrently in the Dominions end elsewhere.

2. Prepare schedules of reserve prices at which the
Orgenizeation itself will be willing to purcheso the wool.

3. Lift from the merket quantitics of now wool which can-
not be sold to buyers at reserve pricos.

li. Hold end disposo of stocks as cgent of the Govormmonts
concerned, e&nd acquire end own warchouses, plent and cquipmont for
this purposo.

5. Fegeilitate seleo of wool in evory pO»SlblO wioy to
stimuleto deomand.

The Unitud Kingdom wool stocks were transferred to tho Joint
Orzanizetion on July 31, 1945, but thet body will not essumo full cu-
thority until its orgenizationel plans ¢re completed. In tho inteorim
poriod, the United Kingdam will undert yo to purchese tho entire ex-
portable surplus from tho 1945-L6 clips/ end the British Govormment Wool
Control will continue to cdminister salus of wool at thoe ostublished
colling pricos until tho Joint Orgenization is fully esteblished. It
hes becn deemed wisest to continue tho present system of appraiscl and
sclo of wpol at fixed pricos until conditions of frec demend shell have
beon restored in tho principal consuming countries.

Whon the Joint Orgonization assumes control of marketing,
ths sele of wool will be effocted ot auctions. 01d wool, in amounts
to be dotermined by the Orgenization, will be offered concurrently
with the entiro new c¢lips at minimum reserve priccs, bolow which wool
will not be sold. If the offerings of now wool arc not disposcd of
&t or obove the minimum resorve prices, the Orgenizetion will be pro-
pared to purchese them at tho cstablished minimum price. These minimum
rescrvo prices arc to be detormined from timo to time by ropreoscntatives
of tho four govermments on thc basis of rccommendations prepared by the
Orgenizction. Ropresentatives of consumer countries will be invited
to consult with ths Organization on price and other problems. Certein
price weriations depending on customery differontiels in the quality
of wools will bo established. If nccessary, the Organizetion will
docreesc its offcerings or adjust its prices to conform with the damend

1/ This arrangemont differs from the wer-time procodurc in thet the
Dominions underteke to reimburse the Unitod Kingdom for onc-helf
of the cost of gcny portion of the clip rumeining unsold at the cnd
of thc wool yecar.
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situation. The Organization muy decide to make standing offers for
sales outside auctions ot fixocd prices somowhat wbove euction rosorve
pricos; this would sorve tho double purposc of imposing o cciling on
pricos obtainablc at auction ond of diminishing the surplus,

The Joint Orgenization is the prescnt-day counterpart of
the successful British-Austrulian Wool Realization Associction
(populerly known as Bawra) formed in 1920 for the similar purpose
of disposing of surplus wer-timo stocks. At that time, howovor,
stocks cmounted to only 30 per cent of the prescnt surplus cnd weroe
sold in about four yours, thc lest sele teking place on Moy 2, 192,
Ths tesk of the prosont orpenization, thoreforec, is for greator.

During the first World VWir, sn Impericl Wool Council was
orzanized to purchesoe ¢lips from the Dominions cond Colonics for the
purpose of fulfilling war-tinme nceds. The ugrecucnt with Austrelia
provided fer the purchese of all Australicn wool for the duration
plus onc yecr &t a fixed averecge price. Funds for theso purchesos
were edvinced by tho British Trocsury wnd all profits wore divided
botween the United Kingdom ond Austrelis. After the war, incrocsed
civilian demand reised wool prices so thet the Wool Council wes cble
to pay off all Troasury wdvences by the sele of only a part of its
surplus; the rosidual stock of 2,700,000 boles of wool, together with
other essets on hand, accordingly belonged in cquel shures to the
Imperiel authorities and to the growers whose wools were acquired
during the 1916-17 to 1919-20 periods  The demand in 1920 wes cloerly
not great enough for new clips cnd 214 wool to be sold simultoncously,
end when the surpluses begen to depross tho merket, Bewra wes crested
to coordinete selling policies.

The Australion helf of tho assets of tho Impeoriel Wool Council
veeuod at 425,000,000 wes transferrcd on Jenuery 1, 1921, to Beowra,
which was orgenized &s a purcly fustrcliaon company. An agency contraoct
wes thon arrunged botwecn the United Kingdom Government ond tho Associ-
ation for the salc of British stocks on n cormission besis. By the
torms of tho contract, the surpluses of both countries were lunped
togother and the procceds of every scle wero shared by the British
Government end tho Association. Surplus wools wore remsvod fronm
Austrelic so thet normel morkot conditions might be restorod thore,
end wore sont to England for merketing in Great Britain end on the
contincent,

In order to essurc the disposal of old wool concurrently
wizh now clips, Bawra decided that o given proportion of old wool
should be offored concurrently with now clips at fixod price limits.
Tho proportion wes originally set at two-thirds old wool to one-third
now. Only 18 por cont of the offurings were sold under this arrange-
ment end the proportion was cheonged to a 50-50 basis. This procedure
worked setisfactorily for a short time. In general, due to inaccurate
celculations of future consumption, there proved t» bo considerable
difficulty in choosing appropriatc prices and proportions for old end
now woel. It is of interest to note thut the Joint Organizetion doos
not; propose to estoblish similer rigid proportions between sales of
nld and new wools, but rotains complute frocdom to vary offerings of
old wool gecording t» the domand and supply situation ot any ziven timo.
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During the first year of the Association's operations; there
was a general slump in the wool market and prices were low. There was,
however, a comparatively strong demend for higher priced wools and
Bevre was consequently cble to sell 1,461,679 out of the 3,352,057
bales on hend in the first year. As the higher priced wool stocks
diminished, more of the inferior types wore taoken, end it will be
noticed from the table below that by the end of 1922, prices for
crossbred wools wore bogimming to riso. The teblo also roveels sub-
stenticl differences in the price lovels of periods beforu and after
the existence of Bewra as compercd with the four years of its operations.
During the period Jenuury 1921 through fpril 1924, with the exccption
of the initial slump, prices worc mainteined at fairly stable lovels.

PRICES OF WOOL PZR POUND

July Mareh  April  Mey Oct. Doc., Dec. Dac.
191y 1920 1921 1922 1922 1922 1923 192,

Super fleece  32d 1654  LoOd 60d  66d  61d  b6d 854

Good pieces 28 130 28 L5 60 55 60 73"

Crossbrods 26 86 21 30 26 37 inn 57
" 17 Le 10 15 15 17 21 25

During its brief oxistence, Bewrs wes cble to sell 9,895,000 beles of
Colonicl wool (both old and now) for 380 million pounds storling at

o 7rofit of 70 million pounds. Throughout the period, tho finencical
position of the Association was excoptionally liquid.

Slight Improvement in tho Philippines J.H.F.

In rocont months, the cost of living in tho Philippines (seo
this Review, August 27, 1945) hus beon stabilized, end even slightly
reducod. At tho end of August, monthly living cxponses of o femily
of six in Menilea werc cstimctod at 770 pesos (385 dollers), cbout 10
per cent lowor than at tho end of July, but still ton times as high
as before the wer snd quite out of line with the ecarning power of the
avereage Filipino. A fow cxamplcs of specific priccs may be citoed.
-Onions huad virtually diseppecrod from the market wnd were quoted at
153 timos thoir pre-wor value; suger was sold ot 25 times, fish at
23 times their proe-war prices. The fall in the averege price level
wes duc primarily to the oxpectation of incroased imports from the
United States e&s the result of tho end of the wer in the Peeific,
Govermment control of supply conditions still gcppeurs to bc almost
nil. Distribution of retionod foodstuff at official prices actuelly
declined in Zugust by sbout 20 per cont. Suger continues to be diverted
to distillerioes, and the legislaturc hes teken no action upon & proposal
to prohibit such diversion. Tho clothing situation is particulerly bed.
The smell quentitics of cloth distributed through Government stores aro
being immediately resold by purchesers ot lerge profits, and o recguler
merkct is roportedly being conducted in Army clothing, purchesed il-
legelly by civilians from individuel soldiers. The Philippinc Nutional
Bank, &nd some other domostic banking institutions, have beocn reopened,
but the overall oconomic rehebilitation of the country is still in its
vory first stege.
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Inflation in Hungory J.H.F.

The Hungarian Nationel Bank hes issued its first stote-
noat since the foll of 194);. The stetemont roveals that the noto
circuletion rosc from 1 billion pengg on December 21, 1939, to 11
billion on November 30, 194, end L2 billion on Scptember 30, 1945.
According to newspaper revorts (New York Times, October 17, 1945),

e further risce by about 1 billion per day hi.s boon tcking plece in
Oczober. Hungerian obsorvers compere the present situction to that
oxisting aftor the first World War ot the end of 1922, when the note
clrculetion incresscd to about 170 timos wnd the price level to about
5L0O times the pre-war level. At present, the reported note circu-
lation (which dses not include curroncy issued by the Red frmy) is
only about 50 times s high &s before the wer, but tho black-markoet
rete of the doller roportoglj has reached about 11,000 times the or o~
werr parity (20, OOO pengs por dollar, os comparcd to wbout 5 pongd in
1911 end 150 pengd in April 1945). Domostic purchasing power of tho
pagY has not dropped so fast es its foreign exchange veluc with the
rosult thet prices eppoar to be "only" about 500 to 1,000 timos eos
hizh =s the pre-war level. Ueges have, as usual, laggod for behind
nriccs, and in spite of a rccont incrensc by 50 por cent, cpposr %o
be less then 100 times the pro-war figuro. Tho real income of wsgo
carncrs has thus beon drasticeally reduced. L4As & measure of rolief
for consumers, the GDVUrnnont cantcnplctaa the unblocking of savings
denosits up to 10,000 penbo (50 conts et tho present black-market
rato)

On September 20, 1945, the stock exchange was reopenod for
limited business, but bectuse of & sherp risc in sharo quotations,
wes closed ogeln on Octobor 12. This gesture hes becn the only onti-
infletionery move undertaken thus fer by the Government and the Russian
asccupation suthoritics.





