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Economic Trends in Asia in 1966

Summary

This paper focuses primarily on the countries of Free Asia,
excluding Japan. Reference to Asian countries should be taken as ex-
cluding Japan unless Japan's inclusion is specifically stated. The
economic performance of the Asian countries in 1966 as measured by
growth of real GNP ranged from an impressive 12 per cent for Korea to
a negative 2 per cent for Burma. Over half of the countries for which
data are available had rates of increase of 5 per cent or better. The
average rate of growth for these same countries was also high during
the 196C-66 period.

In six out of 14 countries, consumer prices rose almost 10 per
cent or more., In addition, there was an acceleration in the rate of in-
flation in 1966 as compared to the trend in 196G-65. Fortunately, no
other country matched Indonesia in 1966 with her 635 per cent increase
in prices. The inflationary pressures, however, did contribute to a
depreciation of some currencies in free foreign exchange marke.s. This
was particularly true of the currencies of India, Vietnam, Indonesia,
Pakistan znd Ceylon,

Export performance in 1966 varied even more markedly than growth
of GNP from country to country. The largest increase in exports was re-
corded by Korea, with a rise over the previous year of 43 per cent. Taiwan
had a very respectable 19 per cent gain, followed by Hong Kong, Pakistan
and Singapore. Several countries--India, Indonesia, Ceylon, Burma, Cam-
bodia, and Vietnam--had declines in export earnings. This was enough to
keep the rate of export growth for the area down to a modest 4 per cent,
which was below the rate of growth in 1965. Although exports of a few
of the smaller countries have grown rapidly for several years, the slug-
gish performance of some of the large countries has held down export
growth for the area as a whole, excluding Japan. The result is that
Japanese exports in 1966 exceeded the exports of all the other Asian
countries combined. In 1960, Japanese exports were equal to about half
of the total exports for the rest of Asia.

The U. S. trade position vis-a-vis the Asian area continued to
deteriorate. Between 1964 and 1966, the U, S, trade surplus with the
area was cut two-thirds, or from $1.5 billion to $500 million. This
reflects a rapid rise in U, S. imports and only a moderate rise in U. S,
exports. In addition, the United States appears to have lost its tra-
ditional trade surplus with Japan. 1In 1964, the surplus was $240 million,
but last year the United States had a $600 million deficit in its trade
with Japan.
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The U, S. share of total Asian imports also declined moderately
in the last two years, when the ratio dropped from 27.8 per cent to 26.6
per cent, The only real gains in this reriod have been in U, S, exports
to India, which are heavily dependent on the U. S. aid program, and to
Thailand and Vietnam where U. S, exports have expanded in c¢onjunction
with military operations.

Despite their poorer trade performance in 1966, the Asian
countries increased their international reserves last year by $462
million. This is a 13 per cent increase in contrast to the 10 per cent
rise (equivalent to $335 million) in 1965. Out of 15 countries, eight
registered gains in international reserves last year. These included
heavy recipients of U. S, aid such as Vietnam, and, indirectly, Korea.
These reserve gains were reflected in a rise in U. S. short-term dollar
liabilities to the area. U, S. short-term liabilities to Japan, however,
fell $316 million last year, while U, S, long-term liabilities to Japan
increased $187 million. Disbursements of U. S. non-military aid to Asia
were $1.8 billion last year, down about $70 million from the 1965 level.

GNP Gains Substantial for Five Countries

As is often the case with economic trends in Asia, it is diffi-
cult to generalize for the entire area. The problem is complicated fur-
thexr in the case of GNP data since about half of the countries either
lack such data, or the existing data are out of date or too unreliable.
The more reliable, available data, however, are summarized in Table 1,
with countries ranked by their rate of growth,

In general, those countries that have had relatively high
rates of growth since 1960 also tended to have relatively substantial
increases in real GNP in 1966, Taiwan, Korea and Thailand, for example,
had increases of 7.5, 11.9 and 8.9 per cent, respectively, in 1966,
Malaysia and Pakistan have also had relatively high growth rates. 1India
and Ceylon, on the other hand, continued to grow at the slower rates of
3.0 and 1.6 per cent, while Burma's GNP fell 2 per cent,.

It is perhaps significant that there have been very great
differences in the type of economic policies pursued by the countries
with high growth rates and those that have lagged behind. The top
four countries--Taiwan, Korea, Thailand and Malaysia--are heavily
market-orienied, while Burma, Ceylon and India have placed more stress
on allocating resources by government directive, if not by direct
governmental ownership.
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Despite some substantial difference among countries in their
rate of population growth, the faster growing countries also enjoyed
the highest: rates of growthYper capita GNP, 1In 1966, these ranged from
a gain of 9 per cent in Korea to a decline of 4 per cent in Burma. Since

1960, however, Taiwan has had the highest rate of increase in per capita
GNP,

Prices Rise Slightly Faster

The data indicate that in most countries prices increased more
rapidly in 1966 than on average during 1960-65. Prices increased faster
in nine countries and slowed down in five.

To facilitate an analysis of the 15 countries, the countries
have been somewhat arbitrarily grouped into three categories in Table 2,
and listed according to the rate of increase in prices in 1966. The
three categories are: relatively stable, mild inflation and inflation.
The "relatively stable" countries with price increases of 5 per cent
or less in 1966 are Ceylon, Malaysia, Singapore, Taiwan, Hong Kong and
Thailand. The countries with '"mild inflation," i.e., 5 to 10 per cent,
include Japan, the Philippines and Pakistan. Five countries fall into
the "inflation" category, i.e., rates over 10 per cent, and these are
India, Laos, Korea, Vietnam and Indonesia. In the case of Cambodia,
where many prices are controlled, price data are not available for 1966.

Most of the countries which enjoy higher real GNP growth rates
also enjoy lower price increases. For example, during 1960 to 1966,
prices in Taiwan increased only 2 per cent per year, while real GNP
increased almost 10 per cent per year, In Thailand and Malaysia, price
increases have been only 1-2 per cent a year, while GNP has increased
6-7 per cent a year., In India, however, prices increased 7 per cent a
year while real GNP increased only 3.8 per cent a year in the same
period. As usual, there are exceptions. Korean prices increased 15 per
cent a year, while real GNP increased 7.5 per cent a year. In Ceylon,
prices increased 1.3 per cent a year, but GNP increasad only 3 per cent
a year, Despite these exceptions, the data indicate that many of the
countries with high growth rates also have had relatively stable prices.
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Free Market Exchange Rates Reflect Domestic Inflation

In general, those countries that had substantial increases in
pPrices also experienced a depreciat.on of their currency in free foreign
exchange markets. Exchange rate quotations in Hong Kong shown in Table 3
indicate that during 1966, on a December-to-December basis, there was a
depreciation in the currencies of India, Vietnam, Indonesia, Pakistan
and Ceylon, All of these countries except Ceylon had price increases
of 16 per cent or higher in 1966,

The quotations for the currency of other countries, such as
Thailand, the Fhilippines, Malaysia and Taiwan remained relatively
stable, both in 1966 and in earlier years. These countries have had

reasonably stable prices and relatively high rates of growth of real
GNP,

In addition, the discounts from the official rate in December
1966 for the currencies of these four countries were all within & per
cent of official parity. The discount on the Korean won, not shown in
the table, was 2 per cent in December 1966. The discounts on all the
other currencies from their official rates shown in the table ranged
from 22 to 79 per cent in December 1966,

‘The quotations for the currency of a few countries, which
had depreciated substantially in the past, changed relatively little in
1966 on a December-to-December basis, or even appreciated. These coun-
tries include Afghanistan, Laos, Cambodia and Burma. In some cases, this
apparent stability may prove to be only temporary. The moderate appreci-
ation of the Laotian kip and Cambodian riel mey be related to a demand
for these currencies by certain parties in connection with the military
activities in Vietnam,

As shown in Table 3, a number of countries in South and South-
east Asia find their currencies selling at rather substantial discounts in
free markets. The Indian rupee was at a discount of 22 per cent on Decem-
ber 31, 1966, which was an improvement over the 55 per cent discount pre-
vailing prior to the devaluation in June 1966. Vietnam also had a devalua-
tion in June 1966, which greatly reduced the free market discount, but it
remained at: 34 per cent at year end. The largest discounts are for Burma's
kyat and Ceylon's rupee, neither of which has been devalued since 1949,

On the free market, the kyat is valued at onlyaout a fifth of the offi-
cial parity. The Pakistan rupee also is discounted substantially in

the free market, but Pakistan was one of the countriesthat had a healthy
export increase in 1966, This is in large part attributable to the
bonus voucher scheme, which gives many exporters the advantage of a

more depreciated rate of exchange.
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Slightly Poorer Trade Performance Widens Trade Deficit

The overall Asian trade performance, excluding Japan, was not
quite as good in 1966 as in 1965, As indicated in Table 4, exports
rose only 4 per cent as against 5 per cent a year earlier, and imports
increased 6 per cent in contrast to a 5 per cent rise in 1965. As a
result, the trade deficit widened from $3.2 billion in 1965 to $3.5
billion in 1966,

The low overall rate of export growth is an average of some
very striking export increases and some equally striking declines. As
indicated in Table 4, the countries with the highest export growth rates
in 1966 were Korea (43 per cent), Taiwan (19 per cent), Japan (16 per
cent), Hong Kong (16 per cent), Pakistan (14 per cent) and Thailand (9
per cent). It is interesting to note that in 196. Japan had only about
half the volume of exports as the rest of Asia, but by 1966 Japanese
exports exceeded for the first time all other Asian exports,

The countries with sharp declines in exports included Cambodia
(31 per cent), Burma (14 per cent), Indonesia (14 per cent) and Ceylon
(13 per cent),

Burma's exports have been declining steadily for four years,
and imports were off 36 per cent last year, A substantial part of Burma's
problem related to the low price for rice paid by the government rice-
buying monopoly, which has had the effect of discouraging rice production.
Cambodian exports fell 31 per cent last year, partly for the same reason
as in Burma--low government procurement prices for rice--and also because
of possible smuggling of rice to the Viet Cong. Ceylonese exports fell
13 per cent last year, partly because of declines in both the prices and
volume of tea and rubber exports. Imports rose 37 per cent, however, as
foreign aid donor countries extended about $50 million in new assistance.
Indian imports declined substantially in the second half of last year,
mainly reflecting the June devaluation of the rupee. However, the deval-
uation did not produce the anticipated rise in exports, probably because
of the impact of higher export taxes on a number of items. Korea is an
example of a country where devaluation has helped boost exports. Since
the adoption of a more realistic exchange rate in 1964, Korean exports
have expanded more rapidly than those of any other Asian country. Korea
has leapfrogged from 17th to 12th place in the export ranking of Asian
countries in terms of the dollar value of exports,
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Export Price Trends

The prices of seven of the ten major commodities exported by
Asian countries reached the highest level in five years in 1965, (See
Table 5), Three of these, jute, burlap and rice, continued to rise in
1966, bu the price rise was reversed for copra, coconut oil, tea and
tin. Sugar, hemp and rubber prices continued the decline which had
begun several years earlier. However, the Philippines profited from
higher sugar prices since all of the Philippine s' sugar exports go to
the United States, where prices rose in spite of a decline in the world
market price of sugar.

Major rubber exporters, such as Malaysia and Ceylon, were
able to increase their foreign exchange earnings from rubber exports
last year, despite a moderate decline in rubber prices.

Rice export prices were generally higher last year because
of lower rice production in many countries. Decreased output was due
mainly to adverse weather conditions, and pricing policies which were
not conducive to increased production. Because of higher prices,
Thailand increased its earnings from rice exports even though the
volume erported was lower., Taiwan had a sharp drop in the volume of
its rice exports, but thanks to higher prices, earnings from rice were
down only $11 million. In Burma there was a sharp drop in both the
value anc volume of rice exports, mainly because of lower domestic
producticn.

Adverse weather conditions in India and Pakistan contributed
to lower jute production and an 11 per cent rise in jute prices in 1966,
This price rise helped Pakistan maintain its earnings from jute exports
in 1966 at about the same level as a year earlier, despite a drop in the
volume of jute exports. Higher prices for burlap helped India reduce
the rate of decline in its export earnings from burlap as export volume
dropped substantially.

Fluctuations in export prices can both stimulate and depress
export carnings, but they are clearly not the sole determinants of how
well any given country performa. For example, Taiwan's earnings from
sugar exports plummeted from $128 million to about $50 million from
1964 to 1966, as the price of sugar declined by half. In spite of this
decline in the value of the ccntry's largest single export, total ex-
port earnings rose 24 per cent between 1964 and 1966, as Taiwan benefited
from substantial export diversification. Malaysia has been able to
increase the volume of rubber exports quite substantially in recent
years, offsetting lower prices. Malaysia also benefited from sharply
rising tia prices during much of the time rubber prices were falling.
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U. S. Trade with Asia

U. S. exports to Asia, including Japan, rose 10U per cent in
1966, which was only slightly less than the increase in global U, 8.
exports, (See Table 6). Our sales to Japan rose 14 per cent, while
our exports to the rest of Asia went up by 7 per cent., This reflects
the fact that Japan's total imports rose more rapidly than those of
the rest of Asia. Despite these export gains, our share of the Asian
market, including Japan, did not increase in 1966. As indicated in
Table 7, the U. S, share of the Asian market rose moderately between
1962 and 1964 from 26.6 per cent to 27.8 per cent. 1In 1965 our share
fell back to 27.0 per cent and preliminary data indicate a further
easing to 26.6 per cent in 1966,

‘These data are based mainly on U. S, commercial trade and
there are indications that when the U. §. "Special Category" exports
(i.e., military-related commodities) are iacluded, the decline in the
U. 8. share of the Asian market in 1965 and 1966 was less. Unfortu-
nately there are substantial discontinuities in the country data on
Special Category commodities, rendering it difficult to make market-
share comparisons. Consequently, the data compiled by the U. S. Depart-
ment of Comnmerce from official country sources have been used in Table 7
in order to make comparisons in the commercial area,

The countries besides Japan which have taken significantly
increased zmounts of U, §. eXports in recent years are Hong Kong, Korea,
Vietnam and Thailand. Our exports to those four countries rose 32 per
cent in 1966 to a total of over $1 billion. This was mainly the result
of a surge in the total imports of these countries, rather than the re-
sult of an increase in our market share. Complete data are not yet
available, but the partial data in Table 7 indicate that our market
share in these four countries declined very slightly in 1965, and also
declined for three of the four countries in 1966. Military-related
exports to Thailand, however, rose sharply in 1966 and this resulted
in a sharp increase in our market share there. (Thailand includes in
its import data military-related goods. If military-related imports are
excluded, then the U, S, share rose from 15.5 per cent to 16.6 per cent
comparing the first nine months of 1965 with the same period in 1966.)
There was no increase in U. S. aid disbursements to Korea in 1966, so
our aid was not a factor in the rise in our sales to Korea. However,
Korea did profit to some extent from increased demand for goods and
services associated with the defense of Southeast Asia. It is neverthe-
less important to note that direct sales to Vietnam were not a factor in
Korea's sensational export rise last year. Korea increased her exports
to the United States by 58 per cent, but her small exports to Vietnam
actually declined slightly.
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. Table 6. U, S.-Asian Trade
St (In millions of U, S. dollars)

(old 1/ (new 2/
basis) basis) 1965/ 1966/
1961 1962 1963 1964 1984 19485 1966 1964 1965

Af--anistan

U.S., Exports 18.0 6.0 13.3 15.9 15.9 13.8 13.7 - 13% - 1%

U.S. Imports 12.0 14.4 15.8 10.2 10,1 12,0 13.8 + 19%2 + 15%
Balance 6.0 - 8.4 - 2.5 5.7 5.8 1.8 - 0.1

Burma

U.S. Exports 7.2 7.2 11.8 16.4 16.4 13.6 23.6 - 17% + 74%

U.S. Imports 1.2 1.2 1.1 0.8 0.8 1.3 2.8 + 63% +115%
Balance 6.0 6.0 10,7 15.6 15.6 12.3 20.8

Cambodia

U.8. Exports 10.8 10.8 9.1 2.6 2.8 1.7 1.8 - 397 + 6%

U.S. Imports 2.4 4.8 6.2 4.4 4.4 2,1 1.2 - 52% =~ 43%
Balance 8.4 6.0 2.9 - 1.8 - 1.6 - 0.4 0.6

Ceylon

U.S, Exports 14.4 13.2 13.5 9.4 9.4 10.0 16.0 + 6% + 607

U.S. Imports 31.2 33.6 34,6 36.5 36.5 33.4 32.6 - 8% - 2%
Balance - 16.8 - 20.4 - 21,1 - 27.1 -27.1 - 23.4 - 16.6

Hong Koag

U.S, Exports 127.8 127.2 145.8 188.2 191.0 191,3 228.6 nil + 19%
U.S. Imports _122.4 _171.6 192.8 250.2 250.2 343.5 _415.9 + 37% + 21%

Balance 5.4 - 444 - 47,0 - 62.C6 - 59,2 ~-152.2 -~187.3

India

U.S. Exports 482.5 669.6 8l6.7 955.0 955.0 928.0 929.3 - 1% nil

U.S. Imports 252.0 255.6 294.5 304.5 304.5 348.,1 327.0 + 149 6%
Balance 230.5 414,00 522.,2 650.5 650,5 579.9 602.3

Indonesia

U.S. Exports 134.1 188.8 109,2 638.1 73.5 41.6 59.9 =~ 437 + 447,

U.S. Imports 163.2 134 .4 113.3 169,7 169.7 165,2 179.0 -~ 3% + 8%
Balance - 29.1 Sb.t - 4.1 -101,6 - 96.2 -123,6 -119.1

Korea

U.S. Exports 162.4 214.8 238.0 199,7 250.4 273.7 339.4 + 97 + 24%

U.S. Imports 7.2 10.8 23.3 30.9 30.9 53.9 85.4 + 747, + 58%
Balance 155.2 204.,0 214.7 168.,8 219.5 219.8 254.0

Laos

U.S. Exports 2.4 3.6 6.3 7.4 7.4 8.6 9.2 + 167 + 7%

U.S, Imports nil nil nil ¢.2 0.2 0.4 1.2 +100% +200%
Balance 2.4 3.6 5.3 7.2 7.2 8.2 8.0

1/ Excludes '"Special Category'" (i.e., military~related) exports.
2/ 1Includes "Special Category” (i.e., military-related) exports for certain

. countries,



U.S. Imports
Balance

Pakistan

U.S. Exports

U.S. Imports
Balance

Philippines

U.S. Exports

U.S. Imports
Balance

Singapore

U.S. Exports

U.S. Imports
Balance

Taiwan

U.S8., Exports

U.S. Imports
Balance

Thailand

U.S. Exports

U.S. Imports
Balance

Vietnam

U.S. Exports

U.S. Imports
Balance

SUBTOTAL

U.S. Exports

U.S. Imports
Balance

Japan
U.S. Exports

U.S. Imports
Balance

TOTAL

U.S. Exports

U.S. Imports
Balance

Table 6 (cont.)
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(old (new
basis) basis) 1965/ 1966/
1961 1962 1963 1964 1964 1965 1966 1964 1965
22.8 32.4 29.5 77.0 79.1 91.1 45.7 + 15% - 50%
148.8 _187.2 _178.0 _159.1 161.1 211.9 176.7 + 32% - 17%
-126.0 -154.8 -148.5 - 82,1 - 82.0 -120.8 -131.0
195.3  284.4 387.9 376.0 376.0 335.9 238.7 - 11% - 297
37.2 42.0 45.6 39.5 40.0 44 .8 67.8 + 12% + 51%
158.1 242.4 342.3 336.5 336.0 291.1 170.9
332.9 268.8 322,9 361.5 372.0 348.5 348,0 - 6% nil
316.8 _327.6 _356.9 _387.2 387.2 369.1 397.6 - 5% + 8%
16.1 - 58.8 =~ 34,0 - 25.7 - 15.2 - 20.6 - 49.6
46.8 51.6 52.5 2/ 2/ 2/ 50.7 n.a. n.a.
14.4 14.4 10.2 2/ __ 2/ 2/_ 15.2 n.a. n.a.
32.4 37.2 42,3 2/ 2 2/ 35.5
135.6  132.0 137.3 145.8 233.9  233.5 237.1 nil + 2%
43,2 56.4 55.2 77.9 78.0 93.2 _116.9 + 19% + 25%
92.4 76.6 82.1 67.9 155.9 140.3 120.2
62.6 70.8 96.0 83.1 83.1 107.2 127.9 + 29% + 19%
37.3 39.6 39.2 24.7 2.7 41.4 76.3 + 687 + 84%
25.3 31.2 56.8 58.4 58.4 65.8 51.6
67.2 104 .4 115.3 133.8 132.8 190.8 311.4 + 437 + 63%
4.8 3.6 2.4 2.3 2.3 2.7 2.2 + 17% - 19%
62.4 1¢0.8 112.9 131.5 131.5 188.1 309.2
1,822.8 2,115.6 2,505.1 2,639.9 2,799.7 2,789.3 2,981.0 nil + 7%
1,194.0 1,297.2 1,369.1 1,498.1 1,500.6 1,723.0 1,911.6 + 157 + 11%
628.8 818.4 1,136.0 1,141.8 1,299.1 1,066.3 1,069.4
1,739.9 1,414.8 1,714.2 1,912.6 2,009.4 2,080.2 2,365.1 + 4% + 14%
1,054.8 1,357.2 1,498.1 1,768.5 1,768.0 2,4613.9 2,964.5 + 37% + 23%
685.1 57.6  216.1 144.1 241.4 -333.7 -599.4
3,562.7 3,530.4 4,219.3 4,552.5 4,809.1 4,869.5 5,346.,1 + 1% + 10%
2,248.8 2,654.4 2,867.2 3,266.6 3,268.6 4,136.9 4.,876.1 + 277 + 18Y%

1,313.9 876.0

1/ Includes
2/ Included
SOURCES:

Singapore until
in Malaysian data.

1,352,1 1,285.9 1,540,5
1966; Federation of Malaya prior to 1964,

732.6

Census, U. S. Department of Commerce.

470.0

Export Trade by Country and Import Trade by Country, Bureau of the
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There are four other major customers of the United States in
Asia--India, the Philippines, Pakistan and Taiwan. We did not signifi-
cantly increase our exports to any of these countries in 1966, and our
exports to Pakistan fell sharply. This decline was unquestionably due
in part tc lower aid disbursements in each of these countries, especially
India and Pakistan where aid was held up as a consequence of the Septem-
ber 1965 conflict between these two countries. Non-military aid is
being phased out in Taiwan, and disbursements in 1966 were only $31
million, compared with a high of $119 million in 1961. All told, aid
disbursements to these four countries in 1966 fell $276 million to a
level of §$1,015 million. Our exports to the same countries declined
by $93 million to the level of $1,753 million.

Our market share in these four countries combined, declined
by about one percentage point in 1966, but this will very likely be
altered by customary late revisions in Indian import totals. On the
basis of available data, imports from the U, S. by these countries in
1966 were equal to 34.1 per cent of their total imports. The percent-
age was 38.5 per cent in 1964, but it suffered a sharp decline to 35.3
per cent in 1965 when Pakistan and Taiwan increased total imports
sharply without increasing purchases from the United States.

U. S. imports from Asia, including Japan, rose 18 per cent .
last year, which was about the same as the rise in our total imports,
but as was true of exports, the increase from Japan was much larger
than the increase from the rest of the area. Our imports from Japan
rose 23 per cent, while we bought only 11 per cent more from the other
Asian countries. In both cases, the rise was substantially below the
rate of increase in 1965, when we increased our purchases from the en-
tire area by Z7 per cent. The countries from which we bought $100
million or more worth of goods in 1966 were Japan, Hong Kong, the
Philippines, India, Indonesia, Malaysia and Taiwan, in that order. Of
these countries, Japan, Hong Kong and Taiwan have made steady and im-
pressive gains in their sales to us in recent years. Our combined
imports from these three countries have doubled in the last three
years.

Reserves and Reserve Movements

Total reserves for the 15 countries listed in Table & amounted
to $4,017 million at the end of 1966, This was about 6 per cent of total
world reserves of $71 billion. The international reserves of the 15
countries increased $452 million, or 13 per cent in 1966, compared with
an increase of $335 million, or 10 per cent, in 1965. During 1966,
eight countries had increases in their reserves, six had decreases, and
in one country there was no change. Among the eight countries, the
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reserve increases of five countries--Thailand, Vietnam, Korea, Malaysia
and Taiwan--accounted for almost all of the rise. These countries, ex-
cept Vietnam, also enjoyed high GNP growth rates. The remaining three
countries in the group of eight are, in descending order of increase,
India, Indonesia and the Philippines.

. The six countries that experienced decreases in their reserves
in 1966 were Ceylon, Pakistan, Nepal, Afghanistan, Cambodia and Burma.
In Laos the level of reserves remained the same., 1In Table 8 the coun-

tries are ranked according to the size of their reserve gain or loss in
1966,

Data for 12 Asian countries, excluding Japan, indicate that in
1966 there was a declime of $30 million, or from $670 million to $640
million, in the official gold holdings of these countries. Data on
Indonesia, Singapore, Cambodia and Laos are not available. 1In 1964 and
1965, the gold holdings of these 12 countries increased $42 and $36
milliorn, respectively.

The drop in gold holdings last year reflected primarily a $38
millior decline in India's holdings and a $4 million decrease for Thai-
land. Taiwan and the Philippines, on the other hand, increased their
holdings $7 and $6 million, respectively, Vietnamese holdings did not
change last year according to preliminary estimates.

Several Asian countries also increased their reserve position
(i.e., funds that may be drawn virtually automatically) in the IMF last
year. (The data in Table 8 include individual country reserve positions.)
For all Asian countries, the increase in reserve positions was $112
million. Significant increases occurred for Japan ($68 million),
Fhilippines ($23 million), Singapore ($8 million), Malaysia (56 million)
and Thailand ($4 million).

Asian Cpuntries, Except Japan, Increase Their Dollar Holdings

On the basis of U. S., bank-reported, short-term liabilities
to both official and private entities in Asia, the group of Asian coun-
tries, excluding Japan, increased their gross U, S. dollar holdings
about $39. million in 1966. (See Table 9). This compares with an
increase of $315 and $215 million in 1965 and 1964, respectively. In
both 1965 and 1966, the boost in short-term dollar holdings was at the
rate of 24 per cent per annum,

Partial data indicate that there was also a substantial in-
crease 1n U. S., bank-reported, long-term liabilities to Asia last year.
Long-term liabilities to Japan, for example, increased from $2 million
to $189 million between the end of 1965 and the end of 1966. g. S,
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long~-term liabilities to Thailand, Korea and Taiwan, which were nil at
the end of 1965, were $140 million, $2C million and $1 million, respec-
tively, at the end of last year. U. S. Treasury data also indicate
that U. S, long-term liabilities to "Other Asia" increased from $5 mil-
lion to $407 million last year, but these figures incliude liabilities
to countries in the Middle East and thus include additional countries
besides the 18 listed in Table 9. The country breakdown of "Other
Asia" is uot available.

As indicated in Table 9, the countries registering the biggest
dollar gains in 1966 were Vietnam ($139 millibn), India ($96 million) and
Korea ($6% million). Thailand gained $56 million short-term and $140
million long-term. Japan, on the other hand, reduced its total dollar
holdings by $129 million during 1966. This represents a reversal of
the previous trend for Japan, which had been one of a general rise
since 1961,

The data on short-term claims are too spotty to aggregate. In
many cases, the amounts involved are small, and last year the only
major change in the claims data was a drop in claims on Japan of $248
million, as Japan repaid bank debt (including bankers' acceptances)
in the United States,

U, S, Net Assistance Decreased

Net U. S. disbursements of non-military assistance to Asian
countries fell $67 million in 1966 to $1,833 million, compared to an
increase cf $25 million in 1965. These data, which are detailed in
Table 10, are annual disbursements of new grants, credits and other
net assistance less repayment of principal, not including interest.

The switch from increased disbursements in 1965 to lower disbursements
in 1966 was due to the reduction of assistance to 13 of the 156 countries
considered in the following table, Altogether aid to these 13 countries
decreased $297 million. Of this amount, four countries accounted for
more than 60 per cent. They were, in order of the largest decrease,
Pakistan, India, the Philippines and Taivan. Aid to three countries
increased $230 million. Almost all of the increase was to Vietnam,

and the remainder to Indonesia, except for a very small increase to
Malaysia.

Almost 90 per cent of net aid disbursements to the 16 Asian
countries in 1966 went to four countries., They were, in declining
order of magnitude, India, Vietnam, Pakistan and Korea. Except for
Vietnam and Laos, aid disbursements in Asia have generally been declin-
ing since 1963-64. Excluding those two countries, the peak year for Asian
aid was reached in 1963, with disbursements of $1,548 million. The total
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Table 10, U. S. Net Disbursement of Economic Assistance
to Selected Asian Cguntriesl
(In millions of U. S. dollars)

_Change

1964= 1965-

Country 196C 1961 1962 1963 1964 1955 1966E/ 1965 1966
Pakistan 229 218 323 380 377 348 211 - 29 -137
India 523 372 534 740 864 849 751 - 15 - 98
Philippines 24 12 26 11 49 45 22 - 4 =23
Taiwan 19 119 82 76 45 49 31 + 4 - 18
Nepal 8 10 9 14 17 16 10 -1 - 6
Afghanistan 13 30 13 33 37 34 30 - 3 -« 4
Thailand 42 29 31 29 18 25 21 + 7 - &4
Laos 33 51 30 32 39 58 55 +19 - 3
Cambodia 25 24 20 20 7 2 o -5 - 2
Burma 13 4 3 10 5 3 2 -2 -1
Hong Kong 5 6 3 5 2/ 2 1 + 2 - 1
Korea 261 230 238 240 158 165 165 + 7 0
Malaysia 3/ 1 2 12 7 2 4 4 + 2 0
Ceylon 8 10 9 5 A 4 5 o o+ 1
Indonesia 45 54 89 78 32 -4 26 - 36 + 30
Vietnam 186 _151 159 212 221 300 499 + 79  +199
TOTAL 1525 1322 1579 1892 1875 19C0 1833 +25 - 67

1/ Disburserment of grants, credits and net other assistance less repayment of
principal but not interest. The data exclude military assistance,

2/ Less than $500,000.

3/ 1Includes Singapore.

E = Estimate.

SQURCE: Foreign Grants and Credits, U, S. Department of Commerce,
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in 1966 was down to only $1,279 million. Pakistan, Korea, Taiwan and
Indonesia account for over 90 per cent of this decrease. The reduc-
tion in aid to Pakistan was associated with the Indo-Pakistan conflict,
Indian aid was reduced last year also, but it reached its peak in 1964
rather than 1963, Aid to Taiwan has been phased out, and aid to Korea
is being reduced, since both countries are moving to self-sustaining
growth., Indonesian aid was cut out in 1965 because of the impossibility
of carrying out an effective program there, It was restored last year
after the change in government, but it is still on a much reduced scale.

Political decisions also resulted in the virtual elimination
of aid to Cambodia and Burma. Disbursements in 1966 were only $2 mil-
lion in contrast to $30 million in 1963. In the case of Cambodia, the
elimination of $20 million in aid (the 1963 total) appears to have cost
us about $7 million in exports for a net saving of $13 million. Aid
to Burma was $10 million in 1963 and it has since declined to only $2
million in 1966. This does not appear to have had any adverse impact
on the sale of U. S. goods in Burma, since our exports increased from
$11.8 million in 1963 to $23.6 million in 1966.

Prepared by:
Robert: F, Emery and Henry F. Lee,
Asia, Africa and Latin America Section,
Division of International Finance,





