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COUNTRY NOTES ON RECENT CURRENCY ADJUSTMENTS

Introduetion

o The following notes attempt to give brief preliminary accounts of the
pr1n01pal technical changes and economic issues that have resulted, in various
countries, from the widespread recent currency adjustments. While coverage is
necesgarily incomplete, several countries whose failure *o devalue seemed likely
tg raise significant problems, have been included in the survey., The United
Kingdom, on the other hand, has been omitted because it appeared impossible to do
Justice to its post-devaluation problems within the framework of this article.

. In general, an effort has been made to develop the specific questions
raised in the individual countries by the exchange rate changes. As early as
three weeks after sterling devaluation the variety of national experiences is
striking, Possibly the best illustration of the constructive and destructive
potentialities of the current monetary moves is given by the opposition between
their beneficial effects in speeding up the achievement of the Benelux Union
and, on the other hand, the serious economic rift that has developed between
India and Pakistan, as a consequence of Pakistan's refusal to devalue,

Another lesson that can already be learned is the failure of the
national economies to conform to any one preconceived pattern of reactions. Thus,
while devaluation was generally advocated as a means of freeing economies from
controls and of eliminating or diminishing discrimination against the dollar, we
find that Sweden is contemplating a series of new controls and subsidies in order
to minimize the effect of devaluation upon its cost of living index while South
Africa has followed up devaluation of its currency by sharply increased discrimi-
nation against dollar goods.

Taking a broad view of the policies adopted by most countries during
and immediately after the exchange rate adjustments it appears that two considera~
tlons have been and are uppermost in most governments' minds: First, the pre-—
vention of inflationary developments as a result of devaluation; second, the
preservation of the competitive position of exports. The former consideration
which for a long time had been the main obstacle to devaluation, was finally over-
come by the latter, but it still is poverful; it dominated post-devaluation pre-
occupations in many devaluing countries and induced several not to devalue or to
devalue less than sterling, In addition, the substantial size of sterling
devaluation led several countries to seek the best of both worlds through an
intermediate devaluation which would improve their competitive position in dollar
markets and at the same time make for cheaper sterling area imports,

Many countries were glad to seize the opportunity offered by sterling
devaluation to take a step which they had recognized as overdue but had been
reluctant to take in isolation; others that wished to continue the importation of
capital, showed some concern about a drastic devaluation curing their particular

dollar shortage at the expense of economic development.



() NFIDENTIAL -2 - Currency Adjustments

- With the probable exception of Pakistan, it is difficult at this
writlng to point to a case in which the decision taken by an individual country
was gither a mistake for that country itself or a damaging blow to others; it is
gratifying to find that months of discussion in and outside the Fund had produced
at least a climate of opinion in which approximately right decisions were taken,
Or proposed to the Fund, by the national governments, On the other hand, it is
somewhat ironical to point out that the only case of a national government being
prevented from doing exactly what it wanted to do, is not that of a Fund member,
but that of Germany - apparently nothing less than defeat in a major war will
lead to a clear cut curtailment of monetary sovereignty, (Hirschman)

OEEC Countries

Austria

The Austrian Gowermment has so far refused to change the country's
official exchange rate of 10 cents per schilling or its actual exchange practices’
The reason officially given for this attitude was the imminence of general
elections, pending which the Goverrment had to act merely as a caretaker admin~
is:ration without inaugurating new policies and no legislative changes could be
enacted,

Representatives of the Covernment who attended the meeting of the Bank
and Fund in September agreed, however, to revise the present system immediately
after the election which took place on October 9. The Austrian currency is
scheduled to be devalued officially by about 30 per cent, Since this devaluation
will be insufficient, the actual rates for most imports and exports will be deter-
mined by a "private clearing" system under National Bank supervision, whereby
exporters will sell to licensed importers all or part of their exvort proceeds
at fluctuating rates. Only imports of essential foodstuffs, mainly financed by
ECA allocations, will be permitted to come in at the new official rate, in order
to minimize the effect of the devaluation upon the cost of living,

There is still some difference of opinion as to the details of the new
system, The Austrians wish to retain a system of multiple rates for exports and
for imports (other than of essential foodstuffs), This would be done by varying
the fraction of export proceeds which exporters would be permitted to sell to
importers at the "market" rate as against the fraction which they would be com—
pelled to deliver to the National Bank at the official rate, and by a similar
device for the acquisition of import "devisen", Such a solution obviously would
retain many disadvantages of the present systen,

In any case, the devaluation probably will make necessary a change in
the recently-concluded wage—price agreement in order to prevent real income of
workers from being again reduced, Moreover, it will create some difficulties for
the clearing arrangements between Austria and the Eastern European countries, some
of which are based upon fixed prices of import and export goods. On the other
hand, it may restore the control of the National Bank over foreign exchange receip’
and thereby alleviate Austria's foreign exchange problems., (Furth)

1/ See this Review, September 13, 1949.
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Benelux gguhtries

Following the devalu-tion of sterling, the Belgian and Luxembourg franc:
were reduced in value by 12,3 per cent and the Dutech guilder was devalued by 30.2
per cent. 1/ The resulting 20 per cent depreciation of the guilder against the
currencies of Belgium and Luxembourg is expected to hasten achievement of the
Benelux Economic Union,

The three countries have just announced that import controls will be
lifted on items covering a substantial amount of their mutual trade., Since
Belgium has applied few restrictions to imports from .he Netherlands (except to
some agricultural products) it is mainly the latter which has now reduced control:
It is apparently anticipated that the higher guilder cost of Belgian exports will
prevent these measures of decontrol from increasing Dutch purchases, while the
lower franc cost of Dutch exports will help to increase sales in Belgium~Luxembouwr

Full economic union is scheduled to be established by July 1, 1950, If
now the Dutch deficit with Belgium-Luxembourg can be reduced to a size which can
be financed by Belgian credits and, perhaps, by Dutch earnings of non-dollar
currencies, a major obstacle to achievement of the Union will have been removed,
While the Benelux Union will continue to have a dollar problem, the three
countries together will probably be better able to attack that problem than each
of them individually. (Solomon)

Denpark

Denmark followed sterling devaluation and reduced the dollar-krona rate
from Xr. 4.81 to Kr. 6,92, As is the case in other Scandinavian countries, specu~
lation concerning domestic programs dominates policy discussions., ILike its
neighbors, Denmark has an automatic cost of living provision in collective bargain
ing contracts., At this writing, however, there has been no agreement between
labor and Government on the precise policy to be followed. The Government has
limited itself to a statement of assurance that it would "scrutinize all tendencie
towards price increases.," :

Labor interests are pressing for a re-introduction of wartime price
control, but the Govermment is thus far reluctant. to make such a move, To date
the only positive action taken has been a decree of the Commerce linister pro-
hibiting price increases on any goods bought before devaluation, This measure was
no doubt prompted by the large current volume of inventories,

As a result of devaluation, it is likely that Denmark will experience
difficulty in maintaining export prices of agriculture products for the United
Kingdom market. The production of these commodities involves a raw material
input in the form of coarse grains and feeding stuffs imported from the dollar
area, whose cost increases in proportion to the increase in their price in terms
of Danish kroner. This increased outlay for imported raw materials means a
tendency for the prices of butter, bacon, and eggs to increase. The export of
these commodities to the United Kingdom, however, is currently conducted in

1/ The reason for choosing 30,2 rather than 30,5 per cent as the devaluation ratio
is probably to be found in the desire of the Dutch authorities to define the
guilder in terms of an integral number (132) of guilders per ounce of gold,
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accordance with long term agreements negotiated earlier this year, the terms

of which provide for both the quantities to be taken and the prices, The latter
may be renegotiated periodically, but provision is made that the extent of adjust-
ment may not exceed 7 1/2 per cent either way, The recent currency adjustments
will make it difficult for Denmark to maintain these export commitments without
loss, (Gekker)

France

The fall of the Oueuille government shortly after devaluation serves as
a reminder that, in spite of the passing of the international sellers' market,
devaluation can still be seriously upsetting for the economic and political
stability of individual countries, Devaluation came at a singularly inopportune
moment in France., For the first time since the success of the stabilization
policies adopted toward the end of 1948, retail prices had started to rise in
August and September after having fallen over 11 per cent from December 1948 to
July 1949, This renewed price rise amounting to 4 per cent between July and
September is largely attributed to the summer drought, 1In addition, sentiment
for wage increases has been increasing among the labor unions which had been
promised more drastic price reductions than had actually taken place, In this
politically loaded situation, devaluation led to an immediate sharpening of pre-~
existing conflicts because of the anticipation of further price increases that
was immediately aroused in a country with a 30-year experience of inflation and
devaluation,

Technically, France took the occasion of the exchange adjustment to
unify its system of exchange rates. Previous to the devaluation financial and
"invisible" transactions in certain "hard" currencies (U.S, dollar, Belgian
and Swiss frangand Portuguese escuds) were effected at the "free market" exchange
rate (330 francs per dollar Jjust before devaluation) and commercial transactions
in all currencies were at the equivalent of the average of the "free market" rate
and the official rate (214 francs per dollar). Now all transactions in all
currencies will occur at the equivalent of the "free market" rate for the dollar, -
which at present is 350 francs per dollar, Thus, as concerns commercial trans—
actions with the "hard" currency countries and all tranactions with other countries
the franc has depreciated from 272 to 350 francs per dollar or by 22.2 per cent.
For purposes of financial and "invisible" transactions with the hard currency
countries, the depreciation of the franc amounted to only 5.7 per cent,

Exporters now sell the entire proceeds of their exports to the United
States, Switzerland, Belgium and Portugal on the "free market" whereas previously
they sold half the proceeds on the "free market" and half to the exchange authori-
ties at the official rate, The proceeds of exports toother areas are sold to the
exchange authorities at a rate based on the "free market" dollar rate and the
official exchange rate of the particular currency in terms of dollars. The same

procedure holds for imports,

The French exchange rate remains a flexible rate in the sense that the
authorities can permit it to fluctuate at any time by altering the volume of
exchange permits granted in relation to the supply of dollars on the "free marketh,
or by direct purchases or sales on the "free market." Since the rate is flexible,
France still does not have an official par value approved by the International

Monetary Fund, (Solomon)
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Western Germany . -5 ~

The German mark has been devalued by approximately 20,6 per cent,
from 30 cents to 23,8095 cents, The new exchange rate -- which for unknown
reasons is still called a "conversion factor" in Allied statements —- is identi-
cal with the rate that prevailed before 1914 and again between 1923 and 1933,

In connection with the approvaly of the devaluation, the Allied High
Commission has ordered the German authorities to discontinue all existing dis-
criminatory practices in international trade by the end of the year., This order
affects primarily the present differential between the export price (averaging
50 marks) and the domestic price (averaging 30 - 40 marks) of Ruhr coal, In the
‘I‘ meantime, any adjustment of the coal price to the new exchange rate must not
=l increase the existing differential. In other words, if the Germans wish to
raise the export price of the Ruhr zoal in marks to keep the dollar price un-—
changed, they must raise the domestic price by not less than the same amount,

Originally, the Germans wanted to devalue their currency by 30 per
cent since they believed that the old rate represented a serious overvaluation
of the mark, The British and especially the French felt, however, that the
competitive position of Western German industry was too strong, mainly in view
of the low price of coal and the low level of wages, to permit a devaluation by
the full amount. In fact, Western German exports have progressed quite satis-
factorily even under the old rate., A large part of German exports is going to
countries like France, Italy and Belgium which have devalued by similar or smalle;
percentages, and the German price system still is flexible enough to permit any
change needed to counterbalance the 10 per cent differential created by the
devaluation of sterling in favor of British competitors., Moreover, Western
German imports have been at a relatively low level for a great part of the year
and some of Germany's largest suppliers fear that excessive devaluation would
comple tely stop the importation of all but the most "essential® goods,

In view of the size of food imports into Western Germany, devaluation
will deeply affect the cost of living unless the Gemmans reestablish the system
of subsidies, which they had to abolish a few months ago, In order to m!nimize
such an effect and at the same time to avoid the disruption of the German budget

‘l. by subsidies, it may be necessary to permit the use of counterpart funds for
keeping down the domestic price of essential foodstuffs imported by means of
ECA and GARIOA allocations,

The price of coal has posed another problem, in view of the required
equalization of export and domestic quotations. A rise in the domestic coal
price to the full amount corresponding to the present dollar export price would
have meant an increase by 50 - 100 per cent and would have deeply affected the
domestic price level and the cost of living as well as the compe titive position
of Western Germany's heavy industry and thereby its exports of finished goods,
For the time being, it has been decided to leave present mark prices unchanged,

, both for export and domestic use; this means a reduction of the dollar price of
" coal exports by 20 per cent., Gemman coal will now be far less expensive than
British and Polish coal, and this development may force a general decline in the
dollar price of coal, It may also call for a downward adjustment of the drawing
rights granted by Western Germany to its European trading partners, and in that
case would not mean a drain of Germany's resources, (Furth)
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(reece

Following the announcement of the devaluation of the pound sterling,
the Greek Government, after agreement with the Greek Currency Commission, the
ECA Mission, and the International Monetary Fund, announced new parities for
the drachma of 15,000 to the dollar and 42,000 to the pound sterling. The new
rates, effective September 22, correspond closely to the rates which for some
time have prevailed in the free market, They constitute a depreciation of the
so~called effective (i.e,, official plus certificate) rate by 33 1/3 per cent
against the dollar and by 23.8 per cent against the pound sterling, The disparit;
which hitherto prevailed in the cross rates has been eliminated. The system of
foreign~exchange certificates by which the exchange rates have been controlled
since October 1947 will be continued for the time being, with a corresponding
adjustment in the price of sterling certificates,

The Government believes that the devalustion will improve the prospects
of exports, particularly to dollar markets., However, it is apparently not expec-
ted that export prices will reflect in all cases the extent of the currency
change, and the possibility of taking steps to capture windfall profits is being
debated, As regards the effect on local prices, the Government will subsidize
the importation of essential foodstuffs, fuel, and certain raw materials to such
an extent as to maintain domestic prices unchanged. It will also endeavor to
avert a price rise in domestically produced essential commodities by "removing
every pretext for higher wages and salaries",

Since the presence or absence of inflationary pressure in the country
has been largely a matter of confidence in the regime, it is of some consequence
that the reception accorded the devaluation by financial circles has been
favorable, Sales of gold by the Bank of Greece which were at first substantial
have declined more recently and gold and dollars have reportedly<been resold to
the Bank of Greece. The open market rate for dollars in the first week after the
devaluation remained steady at just above the newly-established rate, A restric-
tion credit policy is having some effect on speculative operations in general,
(Maroney)

Italy

In Italy the cross-rate problem has emerged again, but with the opposite
sign. Up to October 1948, sterling was quoted in the Italian "free" market at
a discount vis-a-vis the dollar. Now, however, the problem arises because various
groups in Italy characterize the present rate as too low; they want the pound to
be quoted at a premium above 2,80 times the dollar/lira rate,

In 1948, after considerable pressure on the part of Great Britain, it
was decided that sterling quotations on the fres market would be discontinued
and that the lira-sterling rate would be calculated by multiplying the current
rate for the dollar by the official dollar-pound :z=te of 4.03. At the rate of
575 lire per dollar this resulted in a sterling rate of 2317 lire for the pound-
sterling up to the recent devaluation, After the devaluation of sierling, Italy
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let the dollar rate depreciate to about 634 1lire per dollar, With the new pound—
dollar rate this results in approximately 1775 lire per pound-sterling, i.e,

in a 23.4 per cent depreciation of sterling in tems of the Italian lira,

This depreciation may be injurious to exporters of fruits and vegetables who

rely heavily on the British market and to various lines of Italian industries
(such as textiles) that compete with British industries in sterling area and
other markets. There will, therefore, doubtless be pressures by a number of
interests in fawor of a further depreciation of the lira vis-a~vis the pound.

At the same time, however, a similar depreciation vis-a-vis the dollar
appears undesirable because of the well-known difficulties experienced by Italy
in absorbing the full amount of ECA aid without concurrent accumula tion of reserver
Further appreciation of the dollar would, for instance, interpose new obstacles
to the current efforts of Italiar industry to modernize itself through imports
of American equipment,

An obvious possible solution of this dileémma would be for the mone tary
authorities to leave the value of the dollar unchanged while inducing a rise
in the value of the pound afteiree market quotations for the pound are resumed,
This would put the pound at a premium vis-a-vis the dollar in the Italian market
and could induce commodity arbitrage operations (exports of Italian goods to the
dollar area via the U.K. or imports of dollar area goods destined for the U.K.
via Italy) that would result in dollar losses for Italy. It is, therefore,
unlikely that the British would have reason to object to an Italian move of this
kind on either prestige or material grounds, These considerations, however,
should make the Italians hesitate this time to move toward the reintroduction of
a disorderly pound-dollar cross-rate. Moreover, a temporary overvaluation of
the lira vis-a-vis the pound would not necessarily be an evil for the Italian
economy as a whole in view of Italy's considerable accumulation of sterling
balances during the past year,

Technically, the Italian exchange rate system has not been changed
except that the official dollar rate will be determined from now on by the
closing free market guotation of the preceding working day, rather than, as
heretofore, by the average quotation of the preceding month, According to the
existing monetary law, fluctuations in the free market are permissible. only
within the range from 350 to 650 lire per dollar, In the absence of new legis-
lation, there is therefore a narrow limit to any further downward movement of
the lira vis-a-vis the dollar, (Hirschman)

Norway

As in Sweden, a major concern in Norway is over the possible reper-—
cussions of the recent devaluation on the cost of living index, Present wage
agreements provide that contracts may be newly negotiated if the cost of living
index reaches 165,6 on February 15, 1950. At present there is a leeway of 5,9
index points, or 3,5 per cent, before the limit is reached,

A preliminary study of the effects of exchange rate changes on the
index has just been made by the Norwegian government. The study is based on
the assumptions (a) that there will be no changes in prices of goods in countries
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exporting to Norway and (b) that no shifts in sources of supply planned in the
latest revised import program will be made., The calculations show an increase

in the index of 7,9 points, which will be exceeded in practice since the abowve
price assumption is clearly unrealistic, As in Sweden, the government may resort
to subsidies to counteract the effect of devaluation on the cost of living,
(Gekker)

Portugal

In spite of the considerable decline in its gold and dollar holdings
Portugal has decided to devalue by only 13.1 per cent vis-a-vis the dollar, thus
appreciating its currency by 25 per cent vis-a-vis the pound, One reason for the
relatively moderate degree of devaluation may have been the accumulation of
Sterling resulting from a favorable balance of payments with the sterling area.
In spite of a heavy trade deficit with the United Kingdom, Portugal has been
a net earner of sterling, largely as a result of non-commercial transactions
between Portuguese colonies and South Africa: a large sterling drain results
from remittances of colonial labor employed in South African gold mines and from
port and railway services rendered in the colonies to the United Kingdom and
Socuth Africs,

Portugalts reluctance to devalue as much as sterling may also be due to
the desire not to increase unduly the local currency cost of the development
program which Portugal hopes to finance through dollar loans. (Hinrichs)

Sweden

Discussion following devaluation of the Swedish krona by 30.5 per cent
centers around the adoption of appropriate domestic volicies to safeguard the
cost of living from an increase due to the rise in import costs. The Government
and the Trade Unions Federation have tentatively agreed on continuance of the
present wage stabilization program, For its part, the Govermnment has promised
measures to hold won living costs by cutting mnsumption taxes and import duties
and perhaps by increased subsidies. According to a current Swedish estimate,
the expense of keeping the cost level unchanged should not exceed Kr. 150 million,
to be covered by reductions in the ordinary budget surplus for fiscal 1949/1950,
now estimated at Kr, 700 million, An increase in the cost of some imports is
considered inevitable, but the Swedish Government is optimistic regarding its
ability to hold down aggregate living costs. The situation is somewhat precarious
inasmuch as at present a 2 per cent increase in the cost of living index would
entitle some 200,000 state employees to an additional 8 per cent of base pay.
Such an increase, might in turn cause 1,5000,000 wage earners to reject a wage
freeze and thus endanger the stabilization program,

Another current problem concerns the effect of devaluation upon prospect
for a revival of pulp and paper exports to the United States, Inasmuch as export
interests hac been pressing for a readjustment of the currency, the recent
decision to maintain dollar prices for pulp unchanged may seem inconsistent with
the previously expressed desire for a more favorable krona-dollar rate of exchange,
The decision to keep dollar prices for pulp at their pre-devaluation level means
a gain of 44 per cent per unit of export, in terms of Swedish kronor., The
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increased returns in local currency semwve to re-establish cost-profit ratios,
earlier adversely affected through successive price reductions enforced by
overwhelming American and Canadian competition. On the other hand, the decision
taken may be a trade tactic, in view of the fact that the market for pulp has
lately been rising, Under these conditions, Swedish exporters may not care to
initiate price reductions, but may prefer to await possible price moves by
American and Canadian suppliers, (Gekker)

Switzerland

Switzerland is the only country in Vestern Europe that has not devalued
its currency. However, the Swiss National Bank decided shortly after sterling
devaluation to buy :11 dollars at the official rate, thus putting an end to the
"finance doller" market in which the dollar was quoted at a discount of
approximately 7 per cent below the official rate of L,315 francs for ol
Previously, holders of dollar assets wishing to convert them into francs had to
resort to this market since the National Bank was not willing to convert them at
the official rate for fear of inflationary developments within Switzerland,

The new move, therefore, is equivalent to a 7 per cent devaluation of the Swiss
franc for capital transactions with the dollar area,

It is clear that the Swiss authorities will be concerned in the
immediate future not with an excessive inflow of funds from abroad, but with
speculation against their ability to hold the franc at its present parity,
Within limits, an outflow of funds will be welcome to the Swiss authorities
which recently rescrted to a policy of sterilizing gold through special issues
of government securities in order to wunteract the excessive liquidity of the
money market,

Technically the Swiss franc is impregnable since Switzerland! s gold
and dollar reserves stand at an all-time high of over #2 billions. Nevertheless,
the ultimate fate of the Swiss currency will devend on Switzerland's ability to
maintain the positions of its vital export and tourist trades, (Hirschman)

Turkey

Turkey has decided not to change the par value of the lira, However,
the country will probably be subjected to devaluation pressure because of the
importance of exports to countries with devalued currencies, The Turkish press
bes pointed out that approximately 35 per cent of exports are sold against payment
in sterling and thut the United Kingdom is the biggest customer for nuts, raisins,
dried figs, mohair, o0il seeds, and other important goods, Now that the external
purchasing power of the pound has been lowered, the selling prices of these
exports will have to be adjusted. On the other hand, almost 50 per cent of
imports come from sterling sources and the sterling devaluation may bring about
a reduction in the price of these goods and therefore of the price and cost
level in general. The inconclusive results of the devaluation of the Turkish
currency in 1946 by 36 per cent in the effective rate may be a reason for the

present cautious attitude., (lfaroney)
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Eastern Europe 1/

Seyeral

The USSR and the other Communist-dominated countries of Eastern Europe
have not revised the official rates of exchange for their currencies with relatior
to the dollar, As a rule, these rates seriously overvalue the respective curren-
cies, but state monopolies of foreign trade enable these countries to disregard
the profitability of individual transactions and to resort to subsidies when
necessary, Although readjustment to more realistic rates would have made sense
from the point of view of rational planning of foreign trade, they can no doubt
continue to cariy on in the same manner as heretofore, spurning official devalu-
ation for reasons of political prestige and for propaganda value. It may be
added that the devaluation of Western European currencies may bring about some
shift in the terms of trade in favor of Eastern Europe. (Grossman)

Finland

Finland, which had already devalued the markka by 15 per cent in July
because of its unfavorable competitive position with respect to its principal
exoorts, has devalued again by 30,5 per cent — a total devaluation of 41 per
cent since mid~year, The second action Ccclme a8 no surprise, as the bulk of
Finnish trade is with Western Europe, especially with the United Kingdom, and
as its chief competitors, the Scandinavian countries, did, or were expected to,
align their currencies with the new value of the pound sterling, However, all
dollar clearing arrangements with Eastern European countries (except Czechoslovaki
and Argentina are being maintained at the old dollar rate. These arrangements
cover trade agreements of a barter nature, with prices probably expressed in
dollar terms for purposes of reciprocal clearing, The reason for this exception
wuld seem to be to forestall windfall profits on exports to these countries,
and to prevent a rise in the markka price of imports from these countries, There
would be no marked interest in stimulating exports to these destinations by
making them more profitable in markka terms, for no convertible currency is to
be earned from such exports, and the quantities are rigidly fixed by the barter
agreements, (Grossman)

Middle East and Africa

Egypt

Egypt has devalued by the same proportion as the pourd s terling - i,e,,
30.5 per cent - to 32.87 from %4.13, The preponderance of sterling in the
nation's foreign exchange assets, and the dependence of the economy on cotton
exports to the United Kingdom, made such action inevitable, Piaster quotations
for various cotton grades have risen after devaluation by from 6 to 13 per cent,

Very little information is available on the local reaction except with
regard to gold prices which, immediately after the change, rose 13 per cent,

&/ For a fuller treatment see this Review, September 27, 1949,
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from 4.5 E £ to 5.1 E £ per sovereign, It is interesting to note that this is
far less than would correspond to the ratio of depreciation; in terms of the
officlal dollar rate the price of the gold sovereign thus dropped in the Cairo
market by about 22 per cent, It may be summised that the spread between the
official and black market rates for the dollar has similarly narrowed, (llaroney)

Ethiopia

Ethiopla has decided not to change the par value of the Ethiopian
dollar at this time, This decision has evoked surprise.in view of sizeable
sterling balances and the importance of the sterling area in the country's
trade, Following announcement of sterling devaluation exchange control. was
instituted providing for the surrender of 100 per cent of all soft currency and
of 25 per cent of U. S., Canadian, Belgian and Swiss currency proceeds. After
December 23, the latter ratio will also be raised to 100 per cent, (Maroney)

Iran

Iran has decided to change neither the official par value nor the
effective dollar rate of the rial. The main source of Irant's foreign exchange
receipts, i,e, oil royalties, is payable in sterling but is computed at the
London gold price, Similarly the sterling exchange sold to the Bank Melli by
the Anglo-Iranian 0il Company to cover expenditures in Iran, will be
increased by about 44 per cent, In addition, sterling balances deriving from
0il production and export are guaranteed against sterling depreciation. On
balance, these gains will far exceed the rise in the country's sterling expendi-
tures for imports and there was therefore little reason to follow sterling
devaluation, However, the pcsition of the minor exvorts, e,g. rugs, is pre-
judiced by the maintenance of the exchange at the present figure,

Some observers feel that the restoration of Britain's competitive
position through sterling devaluation may result in that country's taking part
in Iran's seven-year development plan, which involves various projects now
being planned with American technical aid. (Maroney)

Iraq

Traditional currency and trade ties to sterling made Iraq follow the
United Kingdom's action, Recent economic difficulties may have contributed to
the decision, The impasse in petroleum exports to Haifa has shut off a large
part of the nomal revenue from oil, and export markets for agricultural produce

have been weakening,

0il royalties, although payable in sterling, are computed at the price
of gold in London, 0il exports, which normally account for 50 per cent of total
exportes, will therefore yield far higher returns in sterling. On the other hand,
the general price level is expected to rise as the result of the increase in
import prices., 1In the sensitive Baghdad market, local prices of processed goods
had risen by 10 to 15 per cent within a few days after devaluation, (Maroney)
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Israel

Israel has devalued its currency to the new rate adopted for sterling.
The change affects mainly exports because imports and financial transactions
with non-sterling-area countries, have been made at the rates of three dollars
to the Israeli pound Since the new state was established, The devaluation thus
reduced the latter rates by only 6,7 per cent., With an important part of exporte
directed to the sterling area, and with national foreign exchange assets con-
sisting chiefly of sterling, the country had no alternative but to go along with
the United Kingdom's action, (Maroney)

Syria and Lebanon

Syria and Lebanon have decided to maintain the parities of their
currencies, The two countries are doing a large transit and arbitrage trade
in gold and transit dues fram petroleum pipelines are computed in gold; these
factors reduce the wulnerability of the two economies to sterling devaluation,
Nevertheless, certain weaknesses may be expected to develop. Agricultural
exports have to compete with nearby devaluing countries, particularly Palestine,
and quotations for wool have already declined, because of the change in sterling,
The tourist trade may also be affected if the local rates remain unchanged,

The note issue of the two countries is backed largely by balances of
French francs, guaranteed both ways against a change in the franc-sterling, rathe:
than in the franc-dollar ratio., Since sterling was devalued more than the French
franc the guarantee will mean a payment to France by Syria and Lebanon whose
note coverage will therefore be somewhat reduced, (Maroney)

South Africa

The rise in the local price of gold resulting from the 30,5 per cent
devaluation of the South African pound will stimulate the expansion of gold
production and will thereby improve the country!'s balance of payments position,
In spite of this fact and of the sharp increase in dollar prices resulting from
devaluation a new control scheme for raw material imports, announced on September
was sharply discriminatory against hard currency areas, Under the scheme
"universal' import licenses (which can be used anywhere, including hard currency
areas) will be issued to the value of 50 per cent of the current allocation of
hard currency imports while "restricted" or soft currency import licenses will
be issued to the full value of the current allocation. This action may be a
bargaining move of South Africa's in its efforts to obtain a resumption of capita;

inflow, (Katz)
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Far East

India and Pakistan

The division of the Indian subcontinent was accentuated after sterling
devaluation when Pakistan decided not to devalue its rupee, while the Indian
rupee was devalued in step with the pound sterling, The decision will have sharp
political effects, It will heighten the tension between the two domihions and it
will place the Indian Government in a difficult position vis-a-vis domestic
critics of India's devaluation.

So far as economic considerations are concerned, Pakistan's decision
was based on the fact that its balance of payments was favorable during 1948-L9,
particularly in the earlier part of this period. In view of the 30 per cent drop
in raw jute prices in the harvesting months of July-September, this favorable
balance may prove to have been temporary. Pakistan had an export surplus with
hard currency areas, Its deficit with soft currency areas other than India was
offset, more or less, by an excess of jute and other exports to India over imports
. from India, and by a net movement of capital from India to Pakistan. (One factor
in the capital flow has been Pakistan's obstruction of property sales by refugees
leaving Pakistan for India,) Other considerations influencing Pakistan's deci-
sion presumably included the desire to avoid inflationary repercussions and the
alm of reducing the fiscal burden, in local currency terms, of government debt
payments due to India and of service on the development loans that Pakistan hopes
to obtain in the future.

The prevailing opinion in India is that Pakistan's action was politically
motivated and was intended to raise Pakistan's international prestige. Strong re-
sentment is felt because of the price-raising effects in India, The Reserve Bank
of India has announced that it will not quote a rate for the Pakistan rupee, In
each country the other is charged with violating their agreement to consult before
making a change in the India-Pakistan parity.

Apprehensions exist that each dominion will place new obstacles in the
way of trade with the other, both by a suspension of open general licenses for
imports from the other and -- in the case of India -- by making use of new powers
to control exports of coal and steel, Moreover, jute mills in India, wishing to
utilize the Indian devaluation to regain a larger place for burlap in world mar-
kets, will undoubtedly delay their purchases from Pakistan, in the effort to force
down the Indian rupee cost of raw jute.

It seems probable that, in the absence of official quotations, free or
black markets for the exchange of Indian and Pakistan rupee funds will develop in
which the Pakistan rupee will probably be valued below parity. Since prices of
goods moving across the border and capital values such as the price of land will
hardly adjust immediately to the new ratio established between the two currencies,
considerable arbitrage and speculation can be expected to develop, (Hersey)
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No change has been made in the yen-dollar rate, Before the present uni-
form rate of 360 yen to the dollar was established in April 1949, cotton textiles
had been priced for export sale at the least depreciated of any of the numerous
conversion factors then used. Since cotton textile exporting has been highly
profitable at the 360 rate, Japan should have no difficulty in meeting competition
in sterling area markets, despite the appreciation of the yen against sterling cur-
rencies.

Large increases in Japanese exports —- chiefly to Asian markets -- of
machinery and metal products, chemicals and other industrial products, have been
regarded as essential for a future balancing of Japan's international accounts.
The prospects for early and rapid growth of such exports have not been bright and

have probably been affected adversely by sterling devaluation. On the other hand,
internal stabilization will probably be easier at the existing yen parity, (Hersey)

Thailand

The -overnment of Thailand on September 27 announced a new official ex-
change rate of 12,50 baht to %1, a devaluation of 20 per cent, This results in a
14 per cent appreciation vis-a-vis sterling; the new sterling rate is 35 baht to
the pound, as compared to LO baht before the British and Thai devaluations.

An interesting indication of the extent to which sterling devaluation
from ;4,03 to $2.80 has wiped out old disparities between official and free cross—
rates in the Far East is given by the behavior of the sterling-dollar cross-rate
in tne Bangkok free market -- closely linked to the Hongkong and Singapore markets
-~ which has only fallen from $3.00 to 42,65, Free market rates —. recently 21,50
baht to the dollar and 57 baht to the pound, as compared with 21 and 63 before the
sterling devaluation -- continue to apply to all Thailand commercial imports,
minor exports, and private financial transactions.

The official rate affects three major export products -- 100 per cent of
rice, 50 per cent of tin, and 20 per cent of rubber export proceeds must be sur-
rendered at the official rate. For imports, the official rate applies only to
petroleum and government requirements. Thailand's action thus appears calculated
to preserve stability in the domestic prices of its chief exports,

The combined result of the 20.6 per cent official depreciation and of
the recent slizht depreciation against the dollar in the free market is an effec-
tive depreciation (against the dollar) of about 9 per cent for tin exparts and
about L 1/2 per cent for rubber. This gives some support to local prices for
these commodities in the face of weakening world markets.

Rice exports, vhich are the mainstay of Thailand's favorable balance of
payments, are sold chiefly for sterlin: currencies. Although the supply and
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o  demand;sit&ation in the Far East is beginning to improve, rice exporting countries

have obtained very high prices. Thailand has countered the potentially inflation-
ary effects of its large exports at high world prices by using an official ex-
change rate which, if applied to other commodities generally, would greatly over-
value the baht. In addition, there is a special tax on exported rice. Thailand
can hardly hope to maintain its present dollar export price for rice. The govern-
ment does expect, however, to get a somewhat higher price in terms of sterling and
the 1L per cent appreciation against sterling is being used to justify such a
raising of the export price., If this increase in sterling proceeds is obtained,
the surtax and the domestic price of export rice will both be kept practically
unchanged. (Hersey)

Canada

The 9.1 per cent devaluation of the Canadian dollar was designed pri-
marily to reduce demand for American imports, After considerable improvement in
19L8 with a resulting $L96 million increase in reserves the worsening in Canada's
current balance with the United States led to a reduction in reserves from U.S.
$1,067 million at the end of March to UsS, $977 million on June 30 and a further
decline is expected to be revealed by the end of September figure.

The appreciation of the Canadian dollar against the sterling area and
most European currencies should improve their trade balance with Canada, the out-
look for heavier purchases from the U.K. being particularly favorable. The prob-
lem of a trade surplus with Europe which cannot be applied to meet the payments
deficit with the U.S. will nevertheless persist as Canada's fundamental balance
of payments difficulty. The recent permission given to the United Kingdom to
use ECA dollars for the purchase of Canadian wheat is therefore of decisive help
to Canada as well as to the United Kingdom,

Subsidies to the gold-mining industry will be reduced by the full amount
of the increase of the Canadian dollar price of gold resulting from devaluation
in 1950 and the Canadian Government has announced its intention to eliminate
these payments by 1951. (Katz)
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Latin America

General

The Latin American countries, with the exception of Argentina and
Uruguey, have not so far readjusted their exchange rates following the wide-
spread devaluation of other currencies, Countries the bulk of whose trade is
carried on with the United States (primarily those in the Caribbeen region) are
little affected by the devaluation; they mey possibly enjoy some reduction in
prices of imported manufasctures, Meny Latin Americen countries apparently feel
that the dollar prices of their export commodities will not generally suffer
substantial declines, 1If this view is correct, a devaluation applying to all
foreign traensections would probably be unnecessary since it would merely serve
to increase the already high profits of the export trade,

In some countries - Argentina is the primary example -~ domestic in-
flation reached a point where it was becoming increasingly difficult to securs
& level of exports to the dollar area sufficient to maintain indispensable im-
ports from that area, Even prior to the general devaluation of currencies,
several of the Latin American countries, including Mexico, Chile, and Colombis,
had teken action to provide incentives to greater exports either by general de~
valuation or by the granting of more favorable rates to specific export com=-
modities, The persistence of inflationary pressures has, however, made most
Latin American countries avoid any general devaluation so long as dollar receipts
are fairly well mainteined and import controls and penalty exchange rates are
sufficiently effective in preventing severe balence~of-payments deficits,

In some respects the devaluation of other currencies may promote bet-
ter balence in the international accounts of the Latin American republics,
particularly those having a basically strong trade position relative to the soft
currency area and a weak trade position relative to the doller area, An appreciea-
tion of the Latin American currencies in terms of soft currencies will in itself
tend to shift some Latin American imports of manufactured goods from the dollar
area to the soft currency area, and to shift some Latin American exports from
the soft currency area to the dollar area, This desired shift - which so far
was sought mainly by direct controls in many countries = will occur as a result
of the European devaluations whether or not the lLatin American currencies are
devalued, The feasibility of shifting exports may be severely limited, however;
furthermore, where export commodities are competing on a substantial scale with
oxports of countries that have devalued, adjustment of specific buying rates
mgy be necessary to maintein the flow of exports,

Conflicting considerations relating to the appropriateness of devalua-
tion are present in the case of several countries, Brazil being perhaps the best
illustration, Brazilian exports of such products, as cotton, cocos, sugar and
rice, are in competition with exports from countries which have devalued, and
may already be hampered by rising costs of production in Brazil, Brazil has
not brought its domestic inflation under control and has had considerable dife-
fieulty in limiting imports through direct controls, On the other hand, the
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major Brazilien export, coffee, is currently enjoying an excellent market free

of competition from areas which have devalued, Brazil, furthermore, tends to

heve a generally favorable trade balance with those countries which have de-

valued and an unfavorable balance with those countries which have not de;aluad.
(Alter

Argentins

Argentine generally readjusted its exchange rates following the wide-
spread devaluation of other currencies, After suspending all exchange operations
for two weeks, Argentina announced on October 1 & whole series of adjustments
in its multiple exchange rate system which, with some important exceptions,min-
tain the prior sterling-peso relationship and represent at least a 30,5 per cent
devaluation of the peso in terms of dollers. Although full informetion is not
yet available, it would appear that some commodity exports would not only reap
the benefits of devaluation but would also gain from shifts to more favorable
rate classifications, On the other hand, the following table shows thet some
importent basic export commodities and certain essential imports will be trans-
acted at the pre-existing dollar-peso rate, In the fres market for non-trade
trensactions, the value of the peso depreciated by 23 per cent in terms of
sterling and by 46 per cent in terms of the dollar,

One of the most notable characteristics of the new exchange rate
system is the fact that, while generally serving to promote exports and to dis-
courage imports (particularly to snd from those aress which have not devalued),
it provides for the maintenance of the old dollar-peso rate and an appreciation
of the peso in terms of sterling for certain types of trade transactions. The
special character of these transactions should be noted, Most basic agricultural
export commodities which have not been given a more favorable dollar rate are
commodities which are purchased in Argentina by IAPI, the State trading corpora-
tion, and then sold, often under the terms of trade agreements, prineipally to
those countries which have already devalued. The new, less favore*le, exchange
rates applicable to receipts from these exports to areas which devsiued need not
discourage the exportation of such commodities since the State determines the
peso price at which such commodities shall be purchased from producers and
negotiates with foreign buyers the export price, Likewise, the competitive posi-
tion of exports of these commodities to areas which have not devalued ecan be
meintained by an administrative reduction in the price, It would appear, there-
fore, that the new sterling-peso rate for basic export commodities will serve
primerily as an occasion for an Argentine request to the British that the sterling
price of meat under the Anglo-Argentine Trade Agreement be re-negotiated, The
establishment of a more favorable sterling-peso rate for the purchase of certain
essential imports (such as fuels) from the sterling area will encourage the im-
portation of some important commodities included in the Anglo-Argentine Trede
Agreement,

The Argentine authorities have also ennounced that they plan to re-
establish an auction market in which exchange will be sold for the imports of
certain commodities, presumably luxury gocds, In recent years the auction market,
although in existence on paper, was inactive,
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Prior to Oct, 1; After Oct 1; Percentage change
Exchange Rates Pesos per: Pesos per: in peso in te;ps of;
*
Dollar  Sterling  Dollar Sterling Dollar SteFling

Buying |

§P6G{al 5,000 20,15 7.1964 20,15 - 30,5 no change
o 4 It

Preferential "B )5.9801) 16,04 5,7286 16,04 - 30,5 no change

Preferential "A") 4,8321 13,53 - 17,6 + 18,86
Basie 3.,3582 13,53 3,3582 9,40 no change + 43,9
Free 4,7975 19,32 9,000 25,20 - 46,7 - 23,4
Selling

Preferential "A")z 7313) 15,04 23,7313 10,45 no change + 43,9
Preferential "B") ) 5,3714 15,04 - 30,5 no change
Basic 4,2289 17,04 6,0857 17,04 - 30,5 no change
Auction 4,9350 19,89 to be determined to be determined
Free 4,8025 19,35 9,020 25,28 - 46,7 - 23,4

:/l Minus sIgn (-) signifies depreciation of the peso; plus sign (+), ap-
preciation, Shifts of commodities from one assigned rate to aenother
further affect percentage changes,

Partial list of items to be transacted at new rate:

Buying Rates

(1) Special; leather, salted meats, ground bones, fresh fruits, tripe,
gelatin, stearin, tungoil, tungsten, and mica,

(2) Preferential "B": combed wool, cheese, butter, casein, powdered
milk, quebracho extract, pork, eggs, pulses, sharkliver
oil,

(3) Preferential "A": wool, hides, vegetable o0il, oilcakes, tallow,
meat extract, some prepared meats,

(4) Basie: beef, mutton, wheat, corn, barley, rye, oilseeds,

(5) Fres: receipts from all non-trade transactions,

Selling Rates

(1) Preferential "A": coal, coke, petroleum and by-products,

(2) TPreferential "B": probably raw materials, articles of popular con-
sumption.

(3) Basic: articles the import of which is considersd less essential,

(4) ZEuction: when established will probably be for permissible luxury giods,

(6) Free: remittances for all non-trade transactions,
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It is difficult to determine what effect the devaluation of the fres
market rate, which is applicable to non-trade transactions, will have on the
importation of new foreign capital, The increase in peso return per unit of
foreign currency may provide the incentive for such an inflow, elthough the ex-
change losses and restrictions suffered by foreign companies now opersting in
Argentina on their remittances abroad, may operate in the opposite direction,

(Alter, Gillis)

Uruguay

Uruguay, following the Argentine announcement of & change in exchange
retes, introduced a series of changes in its own multiple exchenge rate system,
The new system involves no change in the pre-existing dollar-peso rate for basic
exports (meat, wool, linseed, and whemt), With respect to other exports, rates
more favorable to exporters have been established, These new rates, depending
upon the commodity to which they apply, represent a devaluation of the peso in
terms of the dollar from 4,5 to 27,7 per cent, On the import side, the pre-
existing dollar rate applies to about 80 per cent of the commodities imported
while a new penalty rate, devaluing the peso by about 30 per cent in terms of
the dollar, will apply to the remaining non-essential imports, An official free
market for non-trade transactions is being retained,

The new exchange rate system eliminates some of the rates formerly
in effect on exports, but generslly increeses the spread between the lowest and
highest rates applicable both to exports and imports, Retention of the basic
export rate apparently reflects Uruguay's expectations that sterling prices for
the four commodities covered by that rate will be adjusted upward under bilateral
agreements, In contrast to Argentina, Uruguay did not provide a more favorable
rate for raw waol exports, which have in recent years accounted for nearly 40
per cent of Uruguay's total exports, Although Uruguay Has not suffered from
domestic inflation to the same extent as Argentina, it is by no means clear that
the present rate for wool can be maintained, The favorable new export rate of
2,35 pesos per dollar, which applies to wool and leather manufactures and other
minor goods, reflects the intention of the Uruguasyan Government to maintein and
encourage industries based on native materials, It is apparently in this area
where the Uruguayan suthorities feared an adverse effect following the Argentine
and European devaluations, The new penalty rate applied to non-essential im~
ports will help to limit the import demand which is also kept in check by various
direct restrictions. (Alter, Gillis)
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U, S, IMPCRTS AND EXPORTS IN THE FIRST HALF OF 1949 Gretchen H, Fowler

United States foreign trade in the second quarter of 194G reflected a
continuation of the trends noted in the first quarter: - (1) continued expansion
of exports, marking increases for each succeeding quarter over the low level
reached in the third quarter of 1948, and (2) a sharp decline in imports,
bringing the second quarter 1949 total below both the first quarter total and the
total for the second quarter of 1948, Trade totels for the second quarter of
1949 show exports at the highest level since the fourth quarter of 1947, and
imports at their lowest level since the fourth quarter of 1947,

The expansion in exports was caused by the impact of increased E,C.A,
spending, aided by foreign liquidation of gold and dollar reserves, The
reduction in imports is disappointing, and is due, in part, to the continued
decline in United States business activity during the second quarter, accompanied
by domestic price decreases, leasured by the Federal Reserve Board's index
(seasonally edjvsted), industrial production in the United States fsll by 5.1 per
cent in the first quarter 1949, compared with the fourth quarter 1948, 1In the
second quarter 1949, industrial production fell by 7.l per cent from the
preceding quarter, This decline in business activity contributed to the levelling
off of imports in the first half of the year and will probably affect imports
well into the third quarter. Another factor in the import dacliue was the
enticipation of devaluation of the British pound., Renewed interest in sterling
purchases since devaluation shows that buyers anticipated this move, and deferred
purchases until the announcement was made,

United States exports in the first half of 1949 were $6,618 million,
rising one per cent above exports for January-June 198, but recording a 17 per
cent decline from the very high level of {7,955 million reached in the first six
months of 1947, United States imports, on the other hand, declined to 3,391
million in the first six months of 1959, or to four per cent below the January-
June 1948 level of 3,520 million, but remained 19 per cent above imports during
the first half of 1947 of 2,861 million, Therefore, the export surplus for
Jamuary-June 1949 increased to 3,227 million, six per cent above the excess for
the same period in 1G48 of 73,031 million, but 37 per cent below the very high
level of 5,09, million reached in the first six months of 1947, The decline in
imports clearly affected exports in July and August when exports were sharply
cut, ,

Despite the very small rise in the value of exports in 1949 over 1948,
the volume, as measured by the Department of Commerce index, rose by seven per
cent, whereas unit value declined six per cent, On the other hand, the volume of
imports declined by three per cent during the first half of 1949 from the
corresponding period of 1948, while unit values declined by only one per cent,
Unit valuss, which were on a plateau during almost all of 1948 and the first
quarter of 1949, declined abruptly in the second guarter of 1949, 1In July the
unit value index (1923%-25-100) was 123, a decline of eight per cent from the high
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of 123 recorded in January and February 1949, This decline in import prices
thus approached the 10 per cent decline in export prices from their peak, which
was reached in the third quarter of 1948, This trend to more favorable terms of

trade for the United States may be accelerated by the effects of the recent
devaluations,

Trade gy Ares.

United States exports rose to all areas except South America and
Africe in the first six months of 1949, compared with the 1like period in 1948,
Tightened import controls ceused the declines for South America and Africe,
The Union of South Africa late in 1948 instituted stringent restrictions against
imports from the dollar areas, Larger shipments to Asia reflect rises in exports
to Japan, Indonesia, India, and Pakistan, more than offsetting the sizeable
decline in exports to China and British lMalaya, Canada purchased 5112 million
more American goods in 1949 then in 1948 (import restrictions were gradually
relaxed this year), offsetting decreases in trade with the other North American
countries., Of the ERP countries, the United Kingdom, Italy, and Denmark have
received substantially more American goods in 1949 than in 1948, but exports to

France, Greece, and Sweden declined, Poland and the U,S,S5.R. recorded further
declines in 1949,

Imports from North America, mainly Canada and Cuba, increased, but
this is the only area for which this is true., Asia shipped only a little less,
with increases for Indonesia, Kuwait, and Japan being offset by decreases for
British lalsya, the Philippines, Afghanistan, India, end Pekistan. The declines
in imports from Burope were due mainly to smeller shipments from the United
Kingdom, Sweden, and the U.S,S.R. South Americen exports to the United States
declined, due to the drop in shipments from Argentine, and, to a lesser extent,
from Uruguay and Brazil, (See Tables VI and VII at the end of this article for
detailed country changes in U, S, trade,)

The following table shows the degree of change in United States trade
between the first six months of 1949 and the like period in 1948 for continents
and special trading areas, This shows that sterling area imports from the United
States increased seven per cent, a sizeable change in view of various limits set
on this trade by empire agreements to cut trade with the dollar area, whereas

this area exported 14 per cent less to the United States, thereby increasing their
trade deficit vis-a-vis the United States by 62 per cent.
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Teble I

U. S, Imports and Exports

United States Exports and Imports, by Areas
Jenuary-June, 1948 and 1949

A Exports Imports
rea Per cent Per cent
1948 1949 change 1948 1949 change
(In millions of (In millions of
dollars) dollars)
E.R.P. countries 2,200 2,289 +, Lés L3 -5
(including Turkey
Other Europe 117 87 -26 oL él =31
Europe (excluding 2,265 2,336 +3 537 L73 -12
Turkey)
North America 1,687 1,725 +2 1,220 1,289 +6
South America 1,047 885 -15 796 713 -10
Asia 1,074 1,202 +12 672 666 -1
Australia 75 10l +37 82 73 -11
Africa Los 350 -1, 206 176 -15
Total 6,552 6, 600 +1 5,512 3,390 -l
Sterling Area 997 1,066 +7 727 626 -1l

E.R.P. Countries

Teble II shows the considerable drop in the share held by imports from
the 17 E.R.P. nations in total U, S, imports during the second quarter of 1949,
The progress noted in the first quarter of the year for many of the countries
was wiped out, currying all but the Netherlands, Turkey, Germany, and Greece
below the levels attained in 1948, and some, notably the United Kingdom, Sweden,
Iceland, Demmark, JIreland, and Portugel, below the very low levels of 1947.
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Table II

United States: Imports from 17 E.R,P. Countries, Quarterly
(In millions of dollars)

First Second
Quarterly Average Quarter| Quarter

1958 T 19L& T Toh7 | 1968 | 19h9 | 19k

Imports from 17 E.R.P.

countries 120 170 174 2L2 250 190
Total U,S. imports Lgo 1,227 1,433 1,774 | 1,789 1,601
Per cent 2l.5 13,8 12,2 13,7 14,0 11,9

By country:

United Kingdom 30 39 51 73 68 L
Belgium and Luxembourg 10 19 15 23 37 16
France 1L 16 12 18 18 13
Ttaly 10 17 11 2l 20 1
Netherlands 8 6 7 11 12 15
Sweden 11 12 23 23 12 11
Switzerland 6 25 21 26 2L 21
Turkey _ 5 17 1 13 1l 20
8 other countries 27 19 21 31 nn 32

Trade by Commodity

Commodity exports in the first half of 1949 show en increase in largely
ECA-finaenced shipments of raw cotton, corn, and wheat. Foreign purchases of
crude materials and crude foodstuffs caused these two groups to rise from 19
per cent of total United States exports in the first half of 1948 to 27 per cent
in the like period of 1949, Menufactured foodstuffs and finished manufactures,
on the other hand, were 61 per cent of total exports in 199, compared with 69
per cent for the first six months of 1948, 1949 shipments of wheat flour,
merchent vessels, cotton manufactures, electrical machinery, trucks, and passenger
cars were well below the 1948 levels, which themselves had already been cut
back sharply from 1947,

There was little change in the relative importance of categories of
imports in 1949, except for the continued decline in the crude materials group,
Crude materials imports showed sharp declines in 1949 compared with 1948, chiefly
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ipwaOl,fcilseads, hides and skins, and furs, This resulted from declining
demand in the United States, induced partly by business conditions and partly
by continued high import prices, At the seme time, there oceurred substantial
increases in nonferrous ores and crude petroleum receipts, The semimanufactures
category showed a decrease compared with 1948, due mainly to declines in wood
pulp and. sewed boards, (See Tables IV and V at the end of this article for

detailed changes in commodity composition of U, S, trade in 1949 as compared
with 1948 end 1947,)

The following table gives the relative importance of the five commodity
classifications in totael U, S, trade for 1947, 1948, end 1949,

Table III

United States: Distribution of Exports and Imports
by Economic Classes
Jenuary-June, 1947 to 19L9
(In per cent)

_ Economic Class ‘-—T§57=' Ex§§zgs 015 ToL7 Img;igs ~15I5
Crude materials v 11 10 16 33 31 | 29
Crude foodstuffs 8 9 11 18 18 19
Manufactured foodstuffs 12 11 8 11 10 11
Semimanufectures 11 12 12 21 23 22
Finished menufactures 58 58 53 17 18 19
Total 100 100 100 100 100 100
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Table IV

U, S. Imports and Exports

United States Exports of Selected Commodities
January through June
(In millions of dollars)

Increase or decrease (-~)
Class and Commodity 1919 as_compared with:
1948 1947
1. Crude Materials 1,015.L 358.7 154,.2
Cotton, unmenufactured 523,6 303,3 217.4
Tobacco, ummanufactured 92.5 11,6 =534
Coal 192,04 -25,5 -66.5
2. Crude Foodstuffs 74,5 176.7 90.9
“heat Lr2.0 59.5 255.0
Vegetables, fresh and dried 31,0 -17.3 ~-38.7
Corn 112.9 102.7 -08,3
3. Semimanufactures 771.1 15.7 -97.4
Iron and steel semimanufactures . 203,5 31,7 -13,0
L. Manufactured Foodstuffs 517.2 -193,1 -L27 .4
Fruits, dried and evaporated 14,01 -27.0 -16.4
Dried eggs 3.2 -23,2§ -35.2
Meat products 2.6 -3.1 ~73,2
heat flour 108,5 -148,3 -252,7
5. Finished Menufactures 3,486.1 -313,1 -1039,8
Agricultural machinery and '
impl ements 238.3 Li.7 87 .5
Industrial machinery 708.L 2l.3 39.7
Steel mill menufactures 215,.6 35,2 31,0
Motor fuel and gasoline 90.1 29,2 22,0
Iron and steel advanced
manufactures 102,7 -11,6 -29,2
Wool manufactures 8.2 -8,1 ~3%6.5
Electrical machinery and apparatus 239.1 -41,6 ~-10.,2
Passenger cars (new) 116.8 ~27.0 ~-19.5
Rubber manufactures 56,2 -11.3 -57 14
Reyon, nylon, and other synthetic
textile manufactures 9%.L -16.6 ~66,0
Motor trucks and busses 136,2 -39,7 =95.5
Cotton manufactures 191.6 -62,9 ~211,5
Merchant vessels 752 -128,1 -320,2
Total 6,53L.2 L5.0 -1319.6
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Table V

United States imports of Selected Commodities
- January through June
(In millions of dollars)

Increase or decrease (=)

Class and Commodity 1949 as_compared withs '
1918 1947

1, Finished Manufactures 639.7 21.3 172,.6
Newsprint 217.7 21,3 60,7
Machinery and vehicles 81,0 9.1 L7 3
Burleps 56.1 ~7.2 13,6
Cotton manufactures 22,2 1.4 10,1
Non-commercial imports 31.2 ~13,.6 5.3

2. Semimanufectures 729 .9 -50.7 136.8
Tin 65.8 20,8 62,5
Copper 99.6 13,1 L2.7
Gas and fuel oil 57 .2 =9.3 15.6
Fertilizers end materials 284 3. 11,7
Nickel and alloys 34L.0 5.5 11.5
Sawed boards, planks, deals, etc, Lg.3 -21,5 5.3
Diemonds, cut but not set 15,8 -11,7 -2.7
Wood pulp 90,3 -58,7 =17 3
Expressed oils, inedible 19.4 -14.4 ~50,0

3. Crude Foodstuffs éhl, 2 11.0 129,1
Coffee 36546 11,5 68,0
Cattle, except for breeding 20.9 14,0 17,6
Cocoa or cacao beans 80,3 -35.7 2.h

L, Manufactured Foodstuffs 379.0 3741 62,6
lieat products 28.3 1,0 20,9
Cane sugar 209-5 53-9 1-9

5. Crude Materials 953.5 -126,L Lo,o
Crude petroleum 170,7 15,7 93.9
Nonferrous ores 132,9 67.1 89,3
Jute end jute butts 21,3 L.6 17.0
Diamonds, for industrial use 7.1 -10.,7 2.9
Diamonds, rough, uncut 9.7 -12,8 9
Undressed furs 52.2 -31,6 -2.0
Hides and skins 34,7 -33,1 ~6,1
Cotton, unmanufactured 544 -2,6 =-12.2
Tobacco, ummanufactured 37 .2 2,0 -22,7
Wool, unmenufactured 96.4 -82,2 26,6
Qilseeds L6.0 -12.8 ~33 .7
Crude rubber 131,3 -14.2] 73,8

Total 3: 3&602 "107 -9 5&1 -’0
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Table VI

U, S. Imports and Exports

United States Exports to Selected Countries

January through June

(In millions of dollars)

Increase or decrease (-)
Continent and Country 1949 as_compared with:
TOL8 1oLy
1, Asia 1,201.9 128,1 -14.1
Japan 2l9.1 114.9 733
Indonesia 79.2 373 1.8
British Malaya 23.1 -28.L “11.9
India and Pakistan 201,9 L6,2 -29,.6
Chins 67.3 -85,.8 -168.7
2. Australis and Oceania 103,6 28.2 -34.0
3 « Africa 3Ll-9.9 -Shiri -65 2
Union of South Africa 153.9 -89,2 -55.9
Ly, North America 1,72L.5 37.1 ~-19l,
Canada 1,03%0,2 112,0 =-12,7
Republic of Panema 36.5 ~15,5 -28,6
Cubsa 191,2 -42.1 ~53,8
Mexico 253.9 -12.4 ~70.8
5. South America 88L4.6 -161.9 ~334.5
Venezuela 289.9 35.6 75.1
Chile 75.4 33.3 9.4
Uruguay 21,2 -11,0 -29.,2
Brazil 238,0 -25.9 -116,2
Argentina 61,2 -199,2 ~-252.0
6. Europe 2,335,.5 70.9 -715.1
Germﬂny Mﬁ 08 "7 -9 157 06
Austria 87.3 12,7 L2,.5
Italy (including Trieste) 312,6 69, 20,0
Denmark and Farce Islands 51.5 30.7 L,6
Greece 9.0 =375 -20.8
Czechoslovakia 9.6 -8 -26,1
Ketherlands 152.8 2,0 -39,1
Poland 13.2 -19.2 -53%.6
Belgium and Luxembourg 159,6}" 6.9 =77.0
17,5.5.Re 5.9 -19.2 -85.9
France 32L,2 -15.2 -134,L
SWeden )-‘LLOO -26014- -180.2
United Kingdom 391.3 770}4 "22005
17 E.R.P. countries 2,288,7 88,6 -514,2
Total 6’ 600014 L}S.Z '1)55500
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Table VII

U, S. Imports and Exports

United States Imports from Selected Countries
January through June
(In millions’of dollars)

| Increase or decreass (=)
Continent and Country 19&9 as compared with:
9 ' 1OLT

1, North Americea 1,288,9 9.1 22L.7
Cenada 739.8 57.0 228,3
Curacao 53.0 Z9., 15.6
El Salvador 33,5 6.7 11.L
Cuba 218,1 20,2 - =43,0

2, South America 713.0 -82,.8 112,.8
Venezuela 132,7 1.7 L8,1
Chile 100.3 52 Ls5.4
Brazil 233,.1 -13.9 28,4
Bolivia 23,7 540 13,8
Uruguay , 25,0 -19,2 8,6
Argentine L9.0 -62,2 -10,5

3, Asia 6657 -6,0 9L.0
Indonesia 60,3 31.5 39,1
Indie and Pakistan 150,8 -1%,5 26,5
Japan L2,1 16.6 26.4
Siam 26.3 1.9 22,0
Republic of the Philippines 105,5 ~-19,2 19,6
Kuwait 19,3 19,3 19,3
Saudi Arabia 13,1 8.9 13,1
Afghanistan 9.6 -14.8 7.8
China 5.y ~2.1 =16,3
British Malaya 1054 -29,2 -67.1

L. Europe L73.2 -63.4 92.5
Belgium and Luxembourg 55.8 14,8 28,5
Germeny 27 .1 16,6 25,0
Netherlands 27.6 12,1 17.9
Italy (including Trieste) 37.3 6,6 15,8
NOI’W&y 20. 6 7 09 10 09
United Kingdom 112,0 -35.8 10,9
Finland 12,0 -11.1 1,0
Swedsn 23.7 -32,2 ~10,9
UeS+S,.R, 19-3 "17 .1 -13.2

5. Africa 176,0 ~30.1 32,4
Gold Coast 37.1 ~10,2 12,9
Union of South Africa 50,3 -15.9 12,6

6. Australia and Oceania 73.0 ~8,8 ~-27.8
Australia 61.7 ~L.1 -20,9

17 E.R.P. countries L2,.8 =217 104,2

Total 3,389,8 ~122,2 528.6






