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RECENT DEVELOPIENTS Ti UNITED STATES FORZIGH TRADE Edward larcus
Eleanor Ballinger

The high levels of income here and abroad, and the expecta-
tions that these would continue, have contributed during the past year
to a marked increase in foreign trade both for this and other countvries,
Hence, it is not surprising that our exports have risen since last August,
But, contrary to expectations entertained last auturm, one of the most
important sources for this export boom has been in netals and their pro-
ducts, even excluding shipments under the Mutual Defense Assistance Pro-
gran (MDAP)., It was thouzht by some that the impact of our owmn defense
program vould be so severe that supply shortages would soon appear, thus
curtailing the availabilities for export orders other than mutual defense,
S0 far only a few signs have been evident that such is the case, the most
conspicuous example being a non-metallic rav material, sulphur, although
the possibility of future shortages is still pPresent, and thus a factor
vhich may tend to reduce exports in the latter part of this year.

Rising U. Se imports neans more dollars for supplying areas,
thus aiding a relaxation of their ovm restrictions on imports, as well
as boosting their domestic incomes, Hence, much of these additional
earnings have returned and will continue to return to this country as
increased orders for our goods, particularly from those foreign markets
wherein our technical superiority or proximity have won us a cormanding
position,l/

Since the outbreak of the conflict in Korea, and, to some
extent, since the end of the 1949 recession in this country, prices have
been risingz, particularly those of our major imports. This has been most
evident among the raw materials used in further production--rubber, tin,
and vool, for example. Yet, contrary to popular belief, this price rise
during the past year cannot be attributed to a sudden upsurge of U, Se
buying as a result of the increased defense procram during the past fiscal
year. Actually, for many cormocities, the quantity we have imported has
been less or little changed from the preceding fiscal year2/ hat is nearer
the truth Is That our strategic materials imports have for several years
been relatively high, the effects of such increases on prices having been
delayed by the deflationary uncertainties senerated by our 1949 recession,
It is highly probable, even in the absence of the Korean conflict, that raw
material prices would have risen in the latter half of 1950, and, indeed,
prices had started to nove W in the second quarter of last year,

l/ See the United Nations, Economic Survey of Europe in l9h9, chapter 7,

T section 3, and its Economic Bulletin For surope (Third Luarter 1950),
pPpe 20-21, 31, .

3/ See table on following page,
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Ue Se Foreign Trade

(?blum&kéf’U.’S. Imports for Consumption

1/ Selected Leading Comodities

{(In millions of pounds)

~ {Jan-Apr, Jan-Apr. [Jan-Apr, Jan=Apr, Jan-Apr. '
____ Commodity . 1951 1950 1949 1948 hy
GQRPerQE/ 313 3648 413 313 177
Tin 2/ 61 80 77 53 2L
Crude Rubber 597 56l 521 562 522
Unmanufactured “o0l 3/ 172 181 86 210 162
}/ Imports for consumption execlude entrios into bonded customs storage'

warehouses,
2/ Including ore,

3/ Clean content,

On the other hand, unit values of finished manufactures imports
have moved up much more noderately--13 per cent Zrom June 1950 to April 1951--
another indication, it rmight be noted, of the vorsening of the manufacturing
nationst terms of trade,1/ At the same time, the quantities imported into
this country have risen Sharply-~5k per cent from the (pre-devaluation) third
quarter of 1949 to April 1951, or 21 per cent since the month before the
Korean outbreak,

Although public attention has focussed more on the increases in
the price of raw materisl imports, as evidence of tle current defense-gener-
ated inflation, our owm raw materials have shon similar price movements,
However, because of the greater predominance of manufactured items in our
exports than in our importes, the corresponding sharp upward movement of our
raw materials prices is less Prominent, and thus less publicized, Yet, if
e look at raw cotton, for example, the extent of the price increase is of
the sare order of mznitude as for imported materials, From an average
wholesale price of 30 cents per pound in the first quarter of 1950, it rose
to L3 3/L cents, the present ceiling, or an increase of about 45 per cent,
As a result, although the volume of our raw cotton exports in the first four
months of 1951 was one-third below the first four months of 1950, the value
was dovn only 2 1/2 per cent,

1/ ¢f. the charts in the June 1951 lienthly Review of the Federal Reserve
T Bank of New York, PPe T6=77.
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fU.A§:;Foteigﬁ?Tradé

3i3¢e*33mi*maﬁﬁ£aetured~and«manufactured.itemsgi'
rtion of our exports--68 per cent in January-apr.
‘un&ﬁivalne;’,diCeS”Df'theSeatwo,categoriethaVG?fi,én_‘ , e
12 perfgentﬁrespégﬁivelwaromatheyfirst-qparterﬂof“l950' 0 April
e over-all terms of trade of the United States have deteriora d
"'],,sinéé»Kpreaffaspshawn'on the following chart, e o

s ',aﬁs;is;generaliy true in.timss<when,domestic.and'inﬁerﬁétgqn 1
*;gpgliticalade&elqymentsvdominate the rnovements of an_ecanomy,;prqjec 34t
“into the Lamediate or more distant future are extremel ardous,
j-;gparﬁicularly‘true ofytha;po‘téﬁbziﬁ‘%ar‘Iiﬂf 'y ) - Policies o
*"/fbref;n~—anéounsympathetic+aoligarchy greatly influenceftheVreacti n;
,,;”almoquwail~sphereslof.aur economic activity, One need only to think b
to the month of June 1950 to realize how impossible it was to forese
sﬁbséquent,developments.',Bearing'this in mind, it is still worthwiil
~outline what may develop in the field of foreizn trade during the co
- year, basedfon~present«trenﬂs-in both the economic ang politico~-inte
areas, .

inflation and its control, particularly within the United States, If
‘assume that eflective control will result, so that there is relativél {
further increase in Wholesale and consumer brice averages, and that conf

dence in the dollar is maintained, then it is probable thatffOreign,,, nd
for our exports will not e influenced by the desire to liquidategﬁér -
owned gold and dollar balances in order to obtain goods before'thésé; i
reserves fall further in purchasing power, ‘

The main uncertainty within the economic realm is the p;

The converse holds, of course, if we assume a reneved upward
Price rovement similar +o the si: months following the Lorean outbreak .
lioreover, inflation here would mean that U, S. consumers! income and spend-
ing were increasing, bidding away goods that mizht otherwise have gone into
exports, and increasing the denand for imports, thus resulting in an a S
current account balance, Offsetting the resulting fall in the quantit e
exports would be higher per unit values, so that the total value‘ofjézpqrtg,, .
mioht not be reduced. But the value of imports would certainly~inéré23'f,”n”
both because of increased volumes imported and because of increasedgprf,e, Z; .
resulting from our heightened demand, as well as from,possible;repencus'iqﬁs*'
on the inflationary pressures abroad, Only if foreign inflation were suf-
Ficiently rampant to curtail supplies available for shipment to this cou
would the increase in the value of our inwvorts be restrained, 5

t
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Credit control developments in therhitedetateS“dur*
half of 1950 tend to support the hypothesis that the 1 ‘ted Stat
continue to have a merchandise export surplus exceeding the amount
. 1G, though probably not by so wide a margin as in the recent
1s of April and Hay, T

lopments in January-ilay

, Duringz the early part of 1951 both exports and imports continued
to inerease in value, althoush the volume of imports tended to level off '

- after January, After February the increase in the value of United States
exports vas particularlyfsharp. Shipments under the Mutual DefénﬁegASSistay
ance Program increased only moderately, but other exports rose from an annual
rate of {11.) billion in January-February to {1li42 billion in March, $1545
billion in April, and .;1447 billion in Maye Imports, in contrast, dropped
off after March, general imports declining from an amual rate of {1342
billion in Harch and ;12,1 billion for the first quarterto 9123 billion in
April end $12,2 billion in May, Imports for consumption fell off even more,
as the excess of entries into bonded warehouses over withdrawals rose from
& negligible amount in January-February to more than »800 million (annual
rate) in March-May, This was attrsbutable mainly to a rise in inventories
of wool in bonded,Warehouses,,imparters preferring to postpone payment of
import duties until domestic demand warranted the movement of wool to manu~
facturers, «

As a result of the greater rise in exports, our equﬁtzsurplus,
which had been rather small during the first quarter, rose to an annual
rate of $342 billion in April and %24 billion in Maye 4

Recorded Us S, Foreign Trade (at annual rates in billions of,dqlléfs)'

Exports 1/ | General Imports Trade‘Baiance 1/

1950-1st Quarter 9.5 Teb 1,9 -

2nd Quarter 10,0 Te7 243
o 3rd Quarter 9. 946 042
' Lth Quarter 11l.1 10,6 05

1951=January 11,1 12.3 a2
February 11,8 10,9 0.9
lst Quar"ber 12.3 12.1 : .2

April 1545 1243 302

1/ Inclugdes re—exports, but excludes shipments under MDAP, Recorded MDAP
T shipments were (at annual rates) $0e44 billion for the third quarter of
1950, $047 billion for the fourth quarter, 1.0 billionwforgthegfirsﬁ*
quarter of 1951, and (1,3 billion for April and May, .
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‘ _and Imports

: ' d move:
including shipments under M and in May the increase w
- cent over April, S e : T

e Tor the«firstvfournmqnths;of this year the,vgluev'
- each of the eleven commodity groups exceeded the value in ,,
 months of last year, the «fincreéseswraxj;ging from 22-26 per cent ch

 (excluding certain‘speéialﬁcategoriES);Z/fand metals and menufactures

than machinery and vehicles), to over 70 Per cent for a number
including vegetable food products and beverages (71 per cent),

{76 per cent), textiles, other than raw cotton (82 per cent), i 51

‘products (85 per cent), and the miscellaneous category (65 per cent) ¢2/

1/ The five categories for which unit value and quantity indices are
" by the Department of Commerce are crude materials, crude foodstuff
manufactured foodstuffs, semi-manufactures and finished manufa

2/ since certain "gpecial category type I" chemicals are now reporte
- "miscellaneous", the figures for chemicals since July 1950 are no
comparable with data before then, "Special category exports ar
for which complete statistical data are not furnished because of
military uses, Except for certain broad area groupings, no des
information is published for #special cabtegory" exports. The t
of Uspecial category type I" exports is broken down only to thre
groupings, of which two are in the category of machinery and v
one in “miscellaneous", For "special category type 11, wh
~amounted to 15 per cent of all ""special category" exports ‘
details are published, Mbst*"special]categqry" exports, bu
shipped under MDAP; conversely, most MDAP shipments are p
© category" goods. The April total for "special category” &:
mi n, while shipments under MDAP totalled 58246 millio
hed of the latter figure, excep

t a broad area-of.




.

qaznery,and;vehiclesygraup wére,uplSZ.yerpc

: he larch-lay rate of exports was 7 per |

first four months of 1950, lutual defense shipm

tnor part of this rise, Of the total value of mac

XPorts in larch and April, equivalent to an. annual

, Y 1067 million or 20 per cent was in _the specia

at Presﬁnﬁ‘miliﬁaryiﬁype‘prdeCtsg‘as’ccmparedﬂnithﬁabQu
, w;?ﬁeifirStnfaur,mnnthskof.l9idi§/, : : : i

Exports Of U, S. Motal Products
- \In millions of dollars)

1950 ~ July 29L,0
August 268.1
September 303,7
October 2988
November 323.9
December 346,83

1951 ~ January 3Lk, 7
April b7l

HOTE: Includes, in addition to Wmachinery and
vehicles" diceussed in the text, Ymetals
and metal procucts excluding machinery
and venicles." E:xcludes "special category"
exports in these groups, as well as all
re~cxports,

As compared with the monthly average of the fourth quarter of -
1950, the extent of the increases was of course smaller, the total havin
risen 20 per cent including LTMAP shipments or 19 per cent excluding DA
‘ shipments, For inedible vegetable products (except fibers and wood
i the miscellaneous category, there viere declines of 22 per cent and
l" cent respectively., The increases raiged from under 10 per cent for ch
and non-metallic minerals to 51 per cent for the group that includes

micals
Ne

The following table shows changes in val ues, quantibias
prices (unit values) from January-ipril 1950 to January-April 1951
five economic classes of exportse

1/ "Special category" exports in early 1950 were commercial shipments not
financed by MAP. As indicated in the preceding footnove, it i ible
that "speciszl category" shipments currently,includefsome'cqmmer¢ e

- exports, : - /
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___ (I mil)sons

669 '

Source: ——Based on Department of Coumerce, Total United State
| Import Trade . , Jamuary-April 195] — =

7ith regaré to the destinations of U, S, exports,
- that during the first four months of 1951 our exports to the =
‘the Sterling Area s> Canada and Japan vere rising regularly, vhe .
Latin America, which had been among the first to start increas: g i
showed a tendency to level off in Aprils Exports to the Sovie 5 bl
and Hong Kong had a declining trend, whereas those to other Far Eastern
countries remained fairly steady through this period, ,

Compared with the first four months of last year, the mo
increases in our exports were to Mexico, Cuba, Brazil, Switzerland, the
of South Africa, Japan, and the main Asiatic and Oceanice suppliers- ak
India, Indonesia, Malaya, and Austrzlia, As conpared with the last quarte
of 1950, the list of countries vith largest increases is somewhat di
including also the Netherlands and Greece, The substantial increase
exports to Canada reflects the general rise in Canadian imports fo
the virtual ending of Lmport controls and the freeing (and subseque
preclation) of the Canadian dollar at the end of last September, |
part of the past yearts increase in exports to the ERp countries . been
the "special catesoriest and coal; of the /112 million rise in the monthly
average since the first half of last Jear, more than half can be attributed
to shipments to this area, which averaged $65 million during ‘the first
four months of tlig Jear while bitwminous coazl shipuents rose from less
$1 million to &1 million, '

1/ This Review, December 5, 1950, New Trends in the Destination of |
Bxports (pe he), N




Ue S;be& ’

the 20 Latin American Republics

lative rise has been quite shar
llion in the first quart
cent in each of the two suc
, in st quarter of 1950, and mo
first four months of this year, to reach a figure L6 pe

ve the corresponding period of 1950,

The continued deterioration in our relaﬁions*with the

: ectedrin,aur.exports, too, ,{bmparingfthe.first;four ontk
t of 1950, we exported only /2 million to the ten Eastern
s compared to 12 million a year before; our exports -
huria dropped from w19 million to less than QlorthOuSand;:;
Konge-an important entrepot for the China mainland-~exports dro
- million to %7 million, 1In contrast, Yugoslavia, no longer within the
. took 51 million in January-April 1951, more than five times the &
. shipped in January-April 1950,

The country details for cxports will be found in the table o the
following page, '

Among our imports, the most mariked increases in value to
four months of tlhis Yyear from the corresponding period of 1950 were
important raw materials~-particularly ool and rubber--and coffee - - cocoa,
It may be noted that the value of cocoa and the two raw materials r ntioned
rose mainly because of higher per unit costs, the volume of rubber anc '
imports having risen less than 15 per cent while the receipts of unm
wool actually were slightly smaller than in early 1950, Other signi;
increases in value were in meat products, sugar, furs, inedible vege
o0ils, wood and paper products, iron and steel-mill products, and ind
chemicals, ’

The followin: table shows changes in values, quantities
(wnit values) from January-April 1950 to January-April 1951 for the fi
economic classes of imports, '

‘ll' Us Se Imports for Consumptiona%/ lonthly Average January-April 1951

Value " [Increase Trom anuary
Type January-April 1951 April 1950 (. ent
, (In millions of dollars) Quantity [~

Crude materials 31 7

Crude foodstuffs 200 2k

Hanufactured foodstufss 86 28

Semi-manulactures 220 20
e Finished manufactures 158 31
' oy Total , 979 20 e
iy L/ Irports Tor consurmption exclude encvries 1AEg bonced,custcms'stor 2

£ ?} I ‘f 3 >
vSQuﬁggfﬁgggggd»on,Dept. of Commerge, Total United States Zxpo
' Trade January-April 1951, ———e—— 27070 =
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-vcther countries

- Latln American Republics

Mexico

Cuba

Brazil
Venezuela
Other countries

Canada

bcbinitosipm

All other countries
Japan
Incia
Union of South ifrica
Indoy nesia
Yugoslavia
Australia

'L@laya

Paltistan
Korea
ﬂa%# Kong
Sastern Surope 1/
China and Manchiria
Other ‘countries

atepories

100,4

;175.a |

,295.'
- 57.6
th 1
7‘:22 7
ilS.L

947
946
7.2

2823-.!-{
She2
50.9
bl
bl fo}

942
221.L
261 3

- 281,0

5.8
27l

ol
18,0

lh.

N~ O
ey e
O

G oY POND
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. .

xg‘xn N OO ] O =
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U. S. Foreign Trade

.~ . Changes in the area figures, of course, corresponded to the
~ Mmovement of the specific commodities, The rise in rubber imports resulted
in an increased value for shipments from Malaya, Thailand and Indonesi

The w00l increases raised the import figures for Australia, Argent
Uruguay, India and Pakistan, main sources for burlap and jute, eca
sizable increases, 00, Sugar shipments from Cuba and coffee from
raised our import figures for those two countries, lieat, wood and
procucts, and the non-ferrous metals contributed to the inerease in A
shipments, Imports from China continued the decline which had bezun last
November, and by April were less than one-third the early 1950 level,

The continued rise in manufactured imports, particularly of
steel and chemicals, boosted our imports from ERP countries, although the
&pril figures indicated some slackening off of this movenment, The largest
increases over the past year were imports from France (305 per cent),
Germany (236 per cent), Wetherlands (194 per cent), Belgium-Luxembour
ver cent), the United Kingdom (109 per cent) and Italy (91 per cent),
ERP countries as a vhole having an increase of 119 per cents
latter half of 1950, during which the upswing had been very sha
has tended to slow dovm and in April, manly because of lower .
France and Turkey, our imports from the ERP countries dropped almost 1
per cent below March, The April total of imports from =RP countries w
an annual rate of 2,1 billion, As corpared with the last quarter of 1¢
the only sizable increases in the rate of imports in Januvary=-April were
from France (L3 per cent) and Belgium-Luxembourg (26 per cent), N

The country details for imports 1ill be found in 4he table on
the following page,



,,ﬂjGeneral Imparts l/~ Mbn1 C}°;kWPd 

N”ffﬂthtx Quarter 1950,5’

LB lvlhmeuxembourg
. ,Germany :
- Italy
~ Netherlands
fother countries

ERP“part1c1pat1ng dapenden01es

laya
Otber countries

All other countries
Australia '

India

Indonesia

Union of South Africa

Thailand

China and Manchuria
Eastern Zurope 2/
‘Pakistan

“Qther cowntries

fﬁdﬁal

1,013,3

253, h;~';gﬁ
71537» e
2649
16.5 ,.'

903"

16,2

13,2

191;0

38. '
'17.1' '
5.k

9.8
38.1

82,9
3645
L6k

201.8
1.1
2347
21,8
15.2
11,9
16.5

88045

L/ General Imports include entmes Tnte bonded

2/ Soviet bloe only,

custons starage‘; ‘
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,‘?EE@C@TION IN THE REAL VALUE OF LATIN AMERICA'S
'GOBB AND DOLLAR HOLDINGS CONSIDERED IN RELATION TO
IMPROVEMENT IN THE AREA 'S TERMS OF TRADE Leawrence Bostow

‘ There are three Prineipal ways in whioh the Latin Ameriocan
republios stand to gain or lose as e consequence of current inflationary
pressuress (1) shifts in the terms of trade, (2) depreciation in the resl
velue of gold and foreign exchange reserves, and (3) depreciation in the

Shifts in the terms of trade may have either a favorable or adverse
effect on Latin America, depending on the direction of change, Depreciation
in the real value of gold and foreign exchange reserves represents an un~
favorable development, Depreciation in the real cost of servicing the foreign
debt is always e favorable factor frdm the standpoint of the debtor country.

The matter of shifts in the terms of trade was the subject of
discussion in an srtiele on "Latin America's Post-War Foreign Trade" published
in the RFD of Mey 22, 1951, It was the conclusion of that article that, in
the absence of the Koreen War end an accelerated United States defense pro-
gram, Latin America's terms-of-trade index with the United States might have
reached 172 1/ during 1950, The index wes 161 for the second quarter of
1950, and reached 189 and 184 during the third snd fourth querters,
respectivelys Unit value indexes of Us S. imports from and exports to Latin
Americe reoently compiled by the Department of Commerce, show a further Jump
in Latin America's terms-of-trade index+to 197 during the first quarter of 1951,

The question to be explored in this article is to what extent de-
precietion in the real value of Latin Americae's gold and dollar reserves has
been ocompenseted for by aboveenormal dollar and gold earnings resulting from
the favorable shift in the area's terms of trade,

Increase of dollar earnings through improved terms of trade

The increment added to Latin america's gold and dollar holdings
since June 1950, which is due solely to the terms-of-trade shift, can be approxi
metely determined by subtracting from the ectual dollar earnings on merchandise
account with the United States en estimate of what such earnings would have
been in the absence of mobilization,

Actuel dollar earnings on merchandise account, end en estimated range
of what such earnings would have been under "normal" circumstances, are shown

1/ 1936-38 = 100,
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-2 - LatiniAmeziga?sqG§1§gand
Dollar Holdings

T, It is assumed thet, in the absence of the Kcrean War, o tormss
ade index would have been batwesn 161 and 172 Curing the period, The
t is set by %hefindex;whish«obtained'during-thé second guarter of
the urper limit is determined as outlined in the RIT of May 2%,
Using +his range as a basis for caloulation, Latin Amerioca's earnings
handise ascours during\theaninafmanth period ending March 1, 1951
;é~amounted,%gibetyeen,34,&&5*162«mi1110n éollars had it ot beca
 Borean War, as oompared with 452 mililon dollars actually earnes
g the pariod, ‘hat might be termed "windfall gains" t or
thus turn out to be Jetween 280 and 428 nillion dollars, It shou e

i. \ 'emghasizad that thes: gains do not take into account the exteh%‘tqaﬁhic&
e mobilization may hevo inecressed ihs voluuwe, and concequently the value, of
trade, £

Tasle

Rt —— &

UnSe Merohrnﬁiserrraﬁe with _agin Amarica;{ﬁottal and
Daflaved Valuess Quertscly since June, 1950

.

(M1)4ons of Jolilars)

Zeoorss Imperss Balarce

Aotual valrv.s

Third quarter, 19859 gl 2920 - 229
Fourth guartor, 1950 30 814 - 2¢
First quarter, 19u: _73 1025 =~ 209

Total 202 2334 - 462

Values deflatec to avercge prices during S i ond Quarte: . 1950, with terms=-
of-trada index of 181 i/

Third quarter, 1650 €7 787 - 90
Fourth quarter, 1350 131 652 69
First quarter, 1951 ‘g2 781 - 13

- —— S ——

‘ ‘Potal 217¢ 2210 -~ 4

Export ralues deflated to average prices during Sesond quarter. 195C, Imnory;
values deﬁlated S0 level corvesponding wich -onstan% Yerms-of-trade index
of 172 2,

Third quarber, 1950 87 e14 - 137
Peurth quaier, 1950 , T3.. 708 &3
¥iost querver, 1951 788 836 - 68

Tounl 217¢ 2358 ~ 152
A —_ . 15, o i Voot i .
, 4L/’ Uatl vaine iudexss of U,S. exsurts with 3ese2 = Seocond quarter, 1950
l’f = 132, 108, 111 for the three cuarters, respestively. .
il Univ value indexes of U,S. HHPOrEs Tith dase = Ssaond quertar, 189504
120, 123, 136 for the three JUarTters; respecuivoly. L ik
EQ/ imended unit value index of 7,3, imports: 113, il5, 127,




-3 - Latin America's Gold and
Dollar Holdings

Depreciation in the real value of Latin America's gold and dollar holdings

There is no satisfactory way of determining the extent of deprecia-
tion loss in Latin Ameriea's gold and dollar reserves on the basis of avaeil-
able statistics, or of determining the extent to which United Stetes inflation
can be eredited with being the causal factor for the depreciation, To view
reduction in the real value of Latin America's gold and dollar holdi ngs in
the narrow context of bilateral finencing is unrealistic for two reasonss
(1) Gold and dollars can be regarded as international currency for multi-
lateral payments purposes; therefore, it is inappropriate to measure the
area's depreciation loss by applying a measure of infletion in the United
States, For exemple, if, as a consequence of United States inflation, certain
internationally-traded goods could be purchased in other areas at cheaper
prices through using either gold or dollars, then such a measure would
éxaggerate the loss. (2) Whatever the real loss to Latin America might be,
inflation in the United States would be the sole causal factor only if no
other trading area was suffering inflation, or if inflation in all other
&reas was caused directly by economic forces having their origin in the
United States,

For the above reasons, determining Latin America's loss through
depreciation in the real value of gold end dollar reserves by using in-
flation of United States export prices as a measure, as is done below,
is valid only in the sense that it sets en upper limit on the extent to which
United States inflation oan be credited with “ceusing™ the depreciation, It
is in this last sense that the question is relevant to the problem of measures
which the United States might be urged to consider for the purpose of
stabilizing the real value of Latin America's reserves,

Movement of the United States export price index in trade with
Latin America since the second quarter of 1950 is shown in Table II,

Table II

Unit Value Index of U, §. Exports to Latin America

1936-38 = 100 2nd quarter 1950 = 100

2nd quarter 1950 175 100
drd quarter 1950 179 102
4th quarter 1950 189 108
lst quarter 1951 195 111

Sources Us S. Department of Commerce,
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- 4 - Latin America's Gold and
Dellar Holdings

of United States export prices) in the value of Latin America's holdings of
gold and short-term dollar assets is shown in Table III, Reserves on hand

at the end of June 1950 are shown as having depreciated in value by 11 per
cent, Additions to reserves in subsequent quarters are depreciated by the
extent to which United States export prices rose following their acquisition,

Teble III
M

Depreciation of Latin America's Gold and
Dollar Holdings Between June 30, 1950
and the First Quarter of 1951

(Millions of dollars)

Gold plus short-term Value added Per cent Dollar loss

dollar assets held at during deprecie~ through
Period end of period quarter tion __ depreciatio
2nd quarter 1950 3088, 8 —— 11 340
3rd querter 1953 3321,2 232,4 8.8 2¢
4th querter 1959 3492,7 171.5 2.8 5]
let quarter 1951 3767.6 274,9 - —
Total 365

For the reasons outlined above, the resulting 365 million dollars
should be considered ag the upper limit to the depreciation loss which may
have been suffered by the Latin Americen republics as a direct consequence
of United States inflation, Offsetting this loss is the gain of from 280 to
428 million dollars which accrued to the area by the terms-of-trade shift
resulting from the same causal factors and over the same period,

Conclug&g&

It is highly probable that Latin America's “unearned surplus™ on
trade account with the United States during the nine-~month period following
the outbreak of the Korean War approximately compensated for the loss sustainer
by the republics during the seme period through depreciation in the real value
of their gold and dollar reserves, The increment added to the current value
of Latin America's exports has thus been roughly adequate to maintein both
the real rate of consumption of United States goods which would have been
possible in the absence of mobiligetion, and to maintain the real value of
gold and dollar holdings by increasing the sige of reserves,
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