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January 11, 1955

The Third~Quarter Setback in U. S. Foreign Trade Thomas E. Summers

United States foreign trade fell somewhat more than seasonally
in the third quarter of 195L. Exports dropped back temporarily to the
1953 level, and imports were the lowest of any quarter in the past four
yearss In each case the setback, as compared with the second quarter,
can be traced in the main to various unusual developments, some of which
affected the export and import statistics for many commodities, while .
others affected trade in particular commodities, especially coffee on 1
the import sicde and cotton and automobiles among exports, :

Total U, S. exports, excluding military aid shipments, declined
about 17 per cent from §3,508 to $2,928 million between the second and
third quarters of last year. Perhaps nearly half of this decline was
seasonal. The seasonally adjusted annual rate 1/ in the third quarter
may be estimated at about $12.3 billion as compared with $13.6 billion
in the second quarter and with $12.3 billion for the full year 1953.
Second quarter exports had been enlarged by shipments delayed in the
March port strilie in New York, and this development may explain perhaps
about half of the "non-seasonal" difference between the two 1954 quarters.
However, there does seem to have been a real, though temporary, falling
off in exports from the advanced level of the second quarter, That this
falling off was temporary is indicated by the high figure for Octoter.

Military aid shipments, which amounted to $623 million in the
third quarter of 195k, dropped about 20 per cent from the second quarter
and were approximately 30 per cent below the third-quarter level of 1953,

Total U, S. imports amounted to $2,427 million in the third
quarter of 1954, having deciined, somewhat more than seasonally, by
approximately $300 million from the second quarter of the year. Compared
with a year earlier, third-quarter total imports were lower by $2L6 million
or about nine per cent. The lower than seasonal third-quarter imports
can be attributed partly to unusually low coffee imports, which amounted
only to $256 million compared with $351 million in the same period of
1953. If the volume of coffee imports had been "normal™ for this season,
the value of third-quarter coffee imports, at prices prevailing during
this period, would have been nearly $500 million,

1/ Based on a tentative calculation of seasonal adjustment factors for

" total exports excluding military aid shipments. Statements else-
where in this article regarding seasonality of changes in particular
items of exports or in imports are only approximate and are based
in most cases on inspection of charted data.
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If coffee is excluded, other imports, at {2,191 million, were
about $150 million lower than in the third quarter of 1953. The decline
in imports excluding eoffee from the second quarter of 1954 amounted to
nearly %200 million; this decline was partly seasonal and partly
attributable to the after effects of the March strike on second-quarter
imports.

Commodity distribution of exports

Part of the slightly more than seasonal decline in U. S.
exports in the third quarter of 195L can be attributed to unusually
heavy export sales c¢f cotton in the preceding quarter, amounting to about
$225 million. Third-quarter cotton exports at {115 million were about
20 per cent higher than in the same period last year, although the
strong upward movement which usually takes place in August and September
did not appear. Vheat and flour exports, on the other hand, dropped
probably no more than scasonally in the third quarter to about $90 million,
approximately 10 per cent below the quarterly average for the first half
of 1954 and LO per cent below third-quarter exports in 195L. All other
agricultural exports appear to have declined seasonally as well, This
movement stands in contrast with that of 1953, when agricultural exports
other thL . n cotton rose contra-seasonally in the third quarter.

In the non-agricultural sector, the commodity movements were
mixed. Vith allowance for seasonal and port-strike factors, exports of
chemicals and of metals and their manufactures appeared to continue along
the rising trend which has been evident for these commodities for a year
or longer. Coal and petroleum exports, on the other hand, tended to
move along a downward trend of several years duration. Petroleum exports
fell quite sharply from the second to the third guarters, but this can
probably be attributed to an abnormally high rate of petroleum exports
in the earlier period. Coal exports at (75 million in the third quarter
displayed the usual seasonal pattern by rising above the second-quarter
level somewhat, but were about 25 per cent below the third-quarter level
of 1953,

Exports of passenger automobiles, which normally fall off in
the third quarter, declined quite sharply in 195, probably because
foreign importers curtailed purchases of 195l models in order %o purchase
the advanced design 1955 models which the U. S. automobile industry was
offering later in the year. Auto, truck, and tractor parts also declined
more than seasonally; important factors affecting these exports were the
strikes and model change-overs in the Canadian industry. Machinery and
other vehicles declined no more than seasonally (after allowance for the
effecs of tne March strike on April exports) and were the same as in the
third quarter of 1953,

ther non-agricultual exports followed the seasonal pattern in
the third quarter, and were about six per cent above the 1952 third-
quartzr level,
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: ;U%:%;;Exports,gg;Domestic Merchandise by Commodity 1/
’ (In millions of dollars, quarterly)

1953 1954

. Raw cotton 127 226
- Wheat and flour 138 123
. Other agricultural exports 378 L32
Total agricultural exports 781
Petroleum a: 4 products 180 165 184 158
Coal and related products 99 105 81 87
Passenger automobiles 2/ 85 61 99 56
Auto, truck, and tractor parts and
accessories 2/ 133 109 136 ol
Vachinery and other vehicles 2/ 898 772 935 772
Chemicals 2/ 166 202 280 2L6
Metals and manufactures (except
machinery and vehicles) 269 2L9 316 290
Other non-agricultural exports 3/ 565 L92 569 523 e
Total non~agricultural exports 2,395 2,155 2,600 2,226
Military-type exports L/ 1,162 980 88l 703 e
Total exports (excluding re-exports) L,200 3,77L L,265 3,521
P = preliminary
e = estimated

1/ Commodity breakdown excludes special category type I (for which neither
commodity details nor destinations are published, for security reasons).
In this table special category type II exports (for which destinations
are not published) are also excluded from some groups.

2/ Excluding both special category types I and IT.

E/ Excluding both special category type I and (for group 9, "miscellaneous")
type II.

Q/ Special category type I plus special category type II items in commodity

. groups 7 (machinery and vehicles), 8 (chemicals), and 9 (miscellaneous).,
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Aréardistribution of exports

On an area basis, two export developments in the third quarter
stand out: first, the end of a rise in exports to the non-~dollar Latin
American countries, and second, the end of a sharp decline in exports to
the non-Sterling Far Fastern countries. Exports to the non-dollar Latin
American countries in the third quarter, although higher than in the
second quarter, appear to have ended their upward movement which had been
evident since the beginning of 1953. This pattern of development reflects
mainly events in Brazil., Exports to Brazil declined by 17 per cent
between August and September, probably reflecting an attempt by the
Brazilian Government to prevent continued loss of foreign exchange reserves.
United States exports to Brazil may have declined further through the
remainder of 195l as a result of the planned curtailment of dollar offer-
ings to importers by the Bank of Brazil. Compared with the third quarter
of 1953, exports to non-dollar Latin America in this period of 195l were
about 50 per cent higher,

United States exports to the Far Eastern countries outside the
Sterling Area, changes in which largely reflect shifts in trade with Japan,
have declined sharply since the end of 1953, but this movement apparently
came to an end in the third quarter of 1954. EIxports to Japan leveled
out in August and September at about $32 million compared with a monthly
average of about $80 million in the first quarter of the year., The imposi-
tion of stringent import controls and anti-inflationary measures by that
country toward the end of 1953 resulted in a steady decline in U. S.
exports to Japan from February te August of 1954. These exports in the
third quarter at about $110 million were about $90 million lower than in
the second quarter. With the exception of shipments to Indonesia,
exports to other non-sterling countries in the Far East showed no more
than a seasonal decline between second and third quarters. Exports to
Indonesia, however, dropped in the third quarter rather than rising as has
happened in the three previous years. This decline may be the result of
import controls imposed by the Indonesian Government, and it continues
the downward movement which has been evident for the past year,

Exports to other major areas of the world in the third quarter
declined seasonally from the second quarter, and with the exception of
those to Canada and the Ifiddle East were above the level of exports a year
earlier, markedly so in the case of exports to Europe. Largely as a result
of recession in Canada, U, S. exports to that country had moved downward
after reaching a postwar peak in the second quarter of 1953, but this move-
ment appears to have halted in the second quarter of 195, Exports to
Canada declined seasonally between the second and third quarters of 195L,
and they were about 10 per cent below the third quarter of 1953. Exports
to "ether countries" declined about 30 per cent from the second quarter,
reflecting mainly a sharp drop in exports to the Middle East and the non-
sterling dependencies and countries in Africa,
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 United States Exports by Area 1/
(In millions of dollars, quarterly)

R 1953 o5l
i ﬁrea»or'ceuntry I 111 1T III p
Latin America non-Dollar Area 2/ 129 133 186 198
dJapan 1L6 160 197 108
Other non-Sterling Far Eastern
Countries 3/ 162 152 11 126

Canada 870 717 767 649
Latin America Dollar Area L/ 60l 568 667 588
OEEC Europe 657 579 78 667
Outer Sterling Area 5/ 189 215 257 217
Other countries 250 233 332 235

Total U. S. exports and re-exports 3,007 2,757 3,336 2,788

P = preliminary

}/ Exports including re-exports but excluding all special category types I

and II.

g/ Argentina, Brazil, Chile, Paraguay and Uruguay.

3/ Indonesia, Korea, the Philippines and Thailand,

g/ Twenty Latin American Republics excluding Argentina, Brazil, Chile.
Paraguay and Uruguay.

2/ Sterling Area excluding the United Kingdom, Ireland and Iceland,
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i C§§@g§ityHﬁistzibution of{imports

. .. . bs noted earlier, an inportant reason for the extra-seasonal

: in imports between the second and third quarters of 195L was the
~unusually low coffee imports in the latter period, which was probably a =

reflection of consumer resistance to high coffee prices and of importer's
expectations of larger supplies in 1955. In a period when the new i
‘Brazilian coffee crop comes to market, and imports normally tend to rise,
the volume of coffee imports in this quarter compared with the same
period the year before was nearly 5Q per cent lower. The comparable unit
value, on the other hand, was nearly Li5 per cent higher. The peak average
value per pound (f.o.b. exporting countries) was reached in the July
imports at about 79 cents per pound, but by September it had fallen to

7L cents per pound, and doubtless continued to decline gradually during
the remainder of the year.

Cocoa bean unit values behaved in a similar fashion, rising :
from about 31 cents per pound in the third quarter of 1953 to a peak of
nearly 60 cents per pound in July 195L. The average unit value for the
third quarter of the year was about 59 cents, nearly 85 per cent above

that in the same period a year before. Because of the supply shortage,

the volume of cocoa imports was already abnormally low in the second
quarter and continued low in the third quarter. From September to the
end of the year, New York spot prices for cocoa averaged about one-third
below the peak second quarter, but this lower price level was of course
not yet reflected in third-quarter imports. A seasonal rise in the volume
of cocoa imports should have occurred in December.

Food imports other than coffee and cocoa appeared to have declined
more than seasonally, and were atout 12 per cent below the level of the
third quarter last year. Part of this decline may be attributed to the
annual decline in the sugar imports which appears to have started in the
third quarter, following large first-half-year imports, rather than in the
fourth quarter as is usual.

The decline in imports of non-foodstuffs from the second to the
third quarters of 195L as well as the 6 per cent decline over the year
from the third quarter of 1953 was a result of a mixed movement in com= ,
modity imports between these periods. Buoyant elements in our imports
continued to be lumber and paper. The rise in lumber imports between the
second and third quarters is mainly a reflection of the three-month West
Coast lumber strike, which was settled in mid-September. In anticipation
of shortages, demands for this commodity increased and lumber imports
rose in response. Apart from this buying scare, lumber imports continued
to be sustained in the third quarter by active demand for construction pur—
poses. The rise in paper imports can be attributed to a continuing strong
demand for this material by the newspaper industry.
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United States Imports by Commodity 1/
(In millions of dollars, quarterly)

1953 1954

;va’Gbmdeiﬁy or group 1T T11 1T 11T p
Coffee 325 352 L10 256
Cocoa 52 31 60 57
Sugar 137 127 143 112
Other foodstuffs 308 300 337 266

Total foodstuffs 822 809 950 690
Sawmill products 6l 65 5L 81
Paper, pulp, and pulpwood 237 235 228 230 e
Petroleum and products 180 186 195 193 e
Rubber 93 76 68 68
Selected manufactures 2/ 231 222 2k6 233
Metals and manufactures (except

machinery and vehicles) 591 5L0 L81 L35

Other commodities 595 52 523 L3 e
Total non-foodstuffs 1,991 1,848 1,795 1,733
Total imports for consumption 2,813 2,657 2,75 2,423

P = preliminary
e = partly estimated

1/ Imports for consumption.
Includes textile manufactures, machinery and vehichles, and miscellaneous

(group 9).
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leum imports, which had increased steadlly i b
ha I’veled off since Aprll 195h, but whether the ri

Sho dustr1a1 productlon rise, £t i llkely" 0il
,gl‘ begin to move upward as well. Imports of rubber, which fell
' ‘953, appear to have been malntained at the second quarter,>

1t e demand,by the automoblle 1ndustry as productlon of the :
> models got underway. Imports of a selected group of manufactures
rhaps no more than seasonally from the second quarter and
W out five per cent above the third-quarter 1953 level. 1/ Thece
:1hports declined quite sharply in the first quarter of l95h and more
- than recovered immediately in the following quarter. ,

wo groups of imports, on the other hand, have exerted a down—»
- ward pull on total U. S. imports, not only between the second and thlrd

quarters of 195L, but over the year since the third quarter of 1953.
TImports of metals have declined fairly steadily since the second quarter
of 1953, malnly because of their sensitivity to the level of activity in
this country and possibly reflecting as well a decline in the Government
stockpiling expenditures during this period. This also appears to be o
true for a mixed group of materials, mainly raw, including inedible
vegetable products, textile fibers, non-metallic minerals (other than
petroleum) and industrial chemicals. It is likely, however, that the -
decline in Government stockpiling would have only a relatively small
effect for this group compared with that resulting from the recession in
economic activity in the U. S. since mid-year 1953.

Area distribution of imports

Significant developments, as revealed by the area breakdown of
U. S. imports in the third quarter of 1954, are the recovery in imports
from Canada, the continued stability at a reduced level of imports from
Europe, and the drop in imports from the major suppliers of coffee and
sugar to the U, S, '

Imports from Canada rose (contra-seasonally) from the second
quarter about two per cent, continuing the upward movement which has been
evident since the end of the first quarter. By the third quarter of
1954, imports from Canada had recovered to about the same level as in
the same quarter of the preceding year. The recovery in imports from
Canada is undoubtedly due mainly to the stabilization or expansion of
activity, following the recession in the second half of 1953, in U. B.
industries such as construction and publishing, which rely con51derably
on Canadian materials. The U. S. steel industry, which in the past e

1/ 1Includes textile manufactures, machinery, vehicles, and mlscel;aneous
‘ finished manufactures., -
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United States Imports by Area 1/
(Tn millions of dollars, quarterly)

1953 108l
11 TiT T ”IIIfg“f,

;é 7A?§an¥»Géﬁntryf

- OBEC Burope 55 5l Mo LSy

Latin America Dollar Area 2/ 575 53 621 535
- Latin America non-Dollar ATea 3/ 30L 316 283 202

Non-Sterling dependencies and

countries in Africa L/ 66 56 88 52
Outer Sterling Area 57 321 252 290 2h1
Japan - 66 h 76 7
Other countries 313 277 287 255

Total general imports 2,848 2,674 2,733  2,k27

p = preliminary

o)

General imports.

Twenty Latin American Republics excluding Argentina, Brazil, Chile,
Paraguay and Uruguay.

Argentina, Brazil, Chile, Paraguay and Uruguay.

Additionally includes Ethiopia, Liberia, Sudan, Tangier and East
Italian Africa.

Sterling Area excluding the United Kingdom, Ireland and Iceland.

e e
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ery little upon Canada for iron ore, increased its imports 3
rkedly in the third quarter ($13.4 million compared with 3.6 in the
nd quarter and $7.5 million in the third quarter of 1953) as the

veloped iron mines in Quebec and Labrador began shipments.
: play an increasingly important part as a source of iron ore
ince plans of the U. S, and Canadian developers call for ship-—
ome of 1,5 million tons of ore from the Ungava development in 195l,
rising to 10 million tons a year by 1956, or about $70-80 million in
value terms. This may be compared with total iron ore imports from
- Canada of about 2 million tons ($16 million) in 1953.

Imports from Europe in the third quarter were somewhat lower
than those in the second quarter, but this is probably due mainly tc
seasonal factors. Imports from this area, after declining late in the
fourth quarter of 1953 and rising in March 195, seem to have stabilized
during the second and third quarters of the year at a lewel of about
¥1.9 billion (annual rate), approximately 15 per cent lower than in the
same period of 1953. This development can again be attributed mainly .
to the maintenance of a stable level of industrial activity in the U. S.
during 1954 following the decline in the second half of the preceding
year.,

Imports from the major Latin America dollar area countries
declined with the exception of those from Peru, which have been moving
gradually upward since the beginning of 1952. The decline in imports
from the dollar countries in Latin America may be altributed in part to
lower imports of coffee from Colombia as well as sugar from Cuba.
Imports from the major non-dollar Latin American countries, which had
been declining (apart from seasonal fluctuations) since the first quarter
of 1953, dropped quite sharply in the third quarter of 195l. Imports
from this area in this quarter were about one-third lower than in the
comparable period of 1953, The decline in imports from Brazil, mainly
coffee, accounts for much of the drop in imports from the non-dollar
Latin American countries between the second and third quarters of this
Year as well as the drop over the year between third quarters. Imports
from Chile were also down in the third quarter, after large shipments in
the second quarter due to the sale of copper to the U. S. stockpile; and
imports from both Chile and Argentina were smaller than in 1953.

Imports from other areas showed no great change, other than
seasonal, except for those from non-sterling European dependencies and
countries in Africa. The sharp decline in imports from this area is
due mainly to a large reduction in purchases from coffee producers,
particularly Ethiopia and French Viest Africa. Imports from the Outer
Sterling Area fell about 15 per cent from the second quarter, reflect—
ing mainly a seasonal slackening in cocoa imports from British West
Africa. Imports from Japan were virtually the same as in the second
quarter.,
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Eégénﬁfénéggrgspegtive,developments.in U. S, foreign_trade‘

, - The October and preliminary November trade figures indicate[éfﬂ f
sharp ris l¢ :
of $952 million to $1,163 million in October and $1,135 million in
November. Exports in these two months were more than 10 per cent above

the average of the first nine months of 1954. TImports in October at
$763 million were about 10 per cent below the average of the first nine
months of 195k, but a rise in November to $847 million brought them
nearly back to the average for that period.

Part of the sharp rise in exports in October may be attributed
to a catching-up on exports (cotton, for example) which usually rise
seasonally in September but did not do so this year. An additional part
of the rise was due to increased sales of tobacco, grains and other :
foodstuffs as well as coal, metals and a variety of finished manufactures.
Commodity details are not yet available for November. The October import
total, on the other hand, was the lowest for that month since 1949, and
it reflected the failure of coffee purchases to rise seasonally to off-
set seasonal declines in sugar and cocoa imports, as well as a continuing
decline in imports of certain metals. Apparently about half the rise in
November imports is due to increased purchases of coffee, :

For the month of December there should be a seasonal rise in
exports; and imports also should be higher than in the two previous months
as larger shipments of coffee arrive in the U. S. both from Brazil and
from the Central American countries, where the new crop comes to market
at this time. Also, the British dock strike in October delayed shipments
to the U. S., and these likely arrived toward the end of the year rather
than earlier in the fourth quarter. Customs collections for December
show a slight rise over October-November. Taking all these factors into
account it is likely that fourth-quarter imports will reach an annual
rate (seasonally adjusted) of about $10.2 billion, and the year as a
whole will approximate this level. Exports (excluding military aid) will
probably amount in the fourth quarter to more than $13.5 billion at a
seasonally adjusted annual rate, making the year's total about $12.8
billion,

In 1955, likely buoyant factors for U. S. exports will be sales
for local currencies of agricultural commodities and coal under the
Mutual Security Act of 1954 or the Agricultural Trade Development and
Assistance Act of 1954 (Public Law LBO) and continued rising European
demand, as well as the likelihood of further recovery in Canadian pro-
duction and import demand, Removal of discriminatory controls against
dollar imports gathered momentum in 195l with the most significant
relaxations made by the United Kingdom, Sweden, Denmark, the Benelux
countries, Germany, Italy, and the Union of South Africa. It is likely
that the removal of discriminatory controls affecting U. S. exports will
continue in 1955. |
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An increase in U, S. imports in 1955 will depend largely
d business activity in this country, and prospects seem to
‘some rise in industrial activity, It is also probable tha

coffee, which lagged in the last half of 195k, will rise c
th in volume and value in the coming half-year. If the
f coffee imports in the 195)-55 "season" (third quarter 19
quarter 1955) is approximately 5 per cent less than that of
eding seasons, as now seems quite possible in view of the exces
> in the U, S. at mid-1953, it would amount to about’2;6003millibnf

 ?5undS;7,In,the,first four months (July-October) of,the'l95h4555crbp¥

two pr

coffee imports amounted only to about lj50 million pounds, It woul
fore follow, on the initial assumption, that approximately 2,150 millio
- pounds of coffee remained to be imported by the end of the second quar
- 1955, This would be & monthly average of about 270 million pounds f
~ the remaining eight months of the season, compared with 240 million
~ pounds in the similar 8-month periods of the two preceding years. I
‘value terms the monthly average might be about 4,175 million, assuming
@ unit value of about 65 cents per pound of coffee. Such a monthly

- average, though only a little greater than in the similar 8-month peri
foﬁ953~5h,wauldbe‘about double that for ‘the four months July-Octobe
1954, i

Of course, the value of coffee imports —- and perhaps the
volume too -- will depend considerably upon price developments, but
the present time it does not appear that a wnit value of 65 cents pe
pound selected for the preceding ecalculations is so high as to vitiate
the general conclusion that both the volume and value of coffee import
can be expected to rise sharply from the depressed level of the third
guarter, ;

In summary, it is likely that U, S. foreign trade will show
some expansion in 1955 compared with 195} and the trade balance may te
to rise. Favorable factors affecting U. S. sales of commodities abroa
appear at the present to be somewhat stronger and more numerous than
those affecting imports, with the exception of coffee. o
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