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Money. and Gredlt : ' '.‘

Money Supply

The 1mpre531on of a certain ti ghtness of money which marked

-the economic s"tuatlon for the first time in Januery after
months of plentlful or even tod plentiful money supply has

continued durlng the past weeks. To an increasing extent the
eoonomy was complaining about the short supply of oredit. From
various sides the Bank deutscher Lander was requested to relax

the oredif restrlctlons or even to facilitate the grantlng of

(leClesed on 23 March 1949 1=
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bank.oredifs. These suggestiouns, howaver, were often couplad ér
with the intention to overbridge by means of bank credits the
lack of long-tern oredits for carrying out investments and fbrﬁf
substltuulng capital stocks In many cases capital stock ig no
/longer adequate to business rbquirements. The lack of capital
however, cannot be remedied by short-term bank oredits. Apart
from objections with regard to currsnocy policy, short~term -
eredit which in practice is tied up on long terms, will axway :
produce high costs and finanecial insecurity for entsrprises
'/the _grave dlsadvantuge of 1mpe*11ing the banks!' liquidity.
For this reason and also for considerations Wlth regard to th
gene;al business situation, which are dealt w1th in detall in
~_the last paragraph of this report - the Bank ‘Geutscher Lénder
considers it unadv1sable to abandon the oourse of: comparatlvoly
. strict control of bank credit taken in ﬁovember 1948. Even , . §
N the declslon teken on.22 March: 1949 consernlng “the abolltlon
of the - so—oalled rationing of o”edlts ‘has only brought a
change in the form but not.in the prlnciples of the restrlctl
policy regarding credits of bus1ness banKs. :

Nevertheless,_the ”at10ﬂ¢ng of oredits, i.e. the restriction,
.on, principle, of bank credits to the wvolume of 31 October 194
wasg not meant as a rigid measure snd was not ocarried out as

» such. On the contrary, in November 1948, the Board of Direotor
had declared that the ‘3xceeding of credit llmlts would be ad-
m1581ble When' necessary in the 1nterest of certain urgent cre-

©dit requlrements, such' as fluanclng of forolgn trade and sto-
reges ordered by governmental agencies. The expan31on of the
oredit volume sir®e Octoboer 1948 was thus not at all in con~ b
tradlctlon to the credit directives issued but to a conSLderabl<
extant in line with the elastic handllng of. the credit re- -
st*lotlons as planned from “the beglnnlng :

.

After a temporarj interruption from the end of December until
" the end of Jacvary, credits granted by business banks again
increased,substantially in Fobruary. Aocording'to the,monthly

R)
i

(Ll The statement of the Board of Diréetors,of.io March 1949, l-a-r
-reads as follows:"The oredit restrictions of the benk of’ igsus i
affect only short-term credit and can, therefors, not be ;ﬁ
made responsible for the laok of long~term credits. More- g
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. by the. 112 weekly reporting xnstitutﬁons 1ncreased an additional
41 million DM,

also 1n March, the expansion of bank credits exclusively beneflted ij‘
" th3 eoonomy and not public authorltles. In this oomneotion it is

‘ourrent account and acoeptance oredits granted by 112 weekly re-
.porting financial 1nst1tut10ns comprlslng the most important

7oommer01al banks increased considerably, i.9s by about 200 mil- ;

L - change decreased absolutely (by about 4o per cent) and relatively |
 (from 42 per cent td 36 per cent). L -

\mostly made in the form of acceptance .credits. The deorease in

. minimum reserve - permits the oconolusion that the need of the
' economy for genuine credits for merchandise transactions which

over, the restrioctions were not meant as a rigid
meagure and have not been carried out as such as is
shown by the considerable increase in the credit
volume since their introduction. They were not meant
as meagures for an indefinite period either and it

is hoped that they will prove +0 be more amimore
dispensable,™

banking statistios,~short-term credits_to "non-bapks" inoreased
by 368 million DM, as compared with 213 million DM id January, --
and thus totalled 5 265 million DM. By 15 Maroh, oredits granted

In February, and, according to‘the waskly banking statistios,

oteworthy that from the end of Jenuary unt;llthe ond §f March, l

lion DM, whereas credits granted ihrough discounting bills of o N

The inerease in ourrent account andacceptanoe credits probably
reflects the growing importance of import financing which 1is

credits against commercial bills - in Whick the banks are par-
tioularly interested in as much as such credits increase their
secondary liquidity regardless of a possible redustion of the

are self-liquidating and for which commercial bills are, there-
fore, the appropriate medium for finaneing has been fully
satisfied on the whole even under the oredit restrictions.

In view of the liquid situation of public budgets, credits
granted to publioc authorities played a rdle neither in February
nor during the first two weeks in March. Credits granted %o
public authorities by 112 weekly reporting finanocial institutions
after slight fluctuations, show, on 15 March approximately the
same amount as on 31 January. |

}
| , |l
Gredits granted to “"non-banks" by the central bamk system showed i |
a slight downward tPend also in February. Oash advances to publioc yf
-3 - | kil




authorities decreascd by 2& millio% DM whercas crcedits to the .8

economy (these credits are grantvd by the DLand Gentral Banks inT

the French Zone only) siightly increased by 2 mll_lon DM, Total.v
direct credits of the Bank deutscher Lénder and the Land Gentr. ‘
Banks to the cconomy and public guthorities thus amounted to 69;
million DM by the end of February as ccmpared with 85 mllllon ;

by the end of January, By the end of the month, the oredit balas

- of the four accounts for the settlement of foreign transactiony

~‘f}malntalned W1tn the Bank.deutscher Lénder dropped to about th

figure of the- 6nd of the préceding month after it had ge% orsa
inereased to a considerable extent during the reportlng month
 amounted to 152 million DM, By mld—March however, the credit
‘balance of the accounts for the . settlement of Toreign transac
‘23 well as the wmownt of- Lander treasury bills (the latter ing;
ased by 20 m111¢on DM with one Land Gentra1 Bank) again indre

‘ased sllgbuLJo_

. The creation of credit by thé Eusiness hamksfand the central b

.- system totalled ,about 350 million DM -in: February. It was thus.j

. Zbogmillibn~DM higher than in January. By the end of February
foﬁél short-term bank credits ineluding the net contribution
the . Bank deutschser Linder to vhe - flnanclng of forulgn trade
amounted to roughly 5.5 bllllon DM a¢d by m;d—Maroh, nad furtne:

1ncruasod .

The progressive conversion of PeiChémark4depoeits’with financi
Cinstitutions only slightly -added to the increase in money supp
during February. Lcoording to the monnhlv bankKing statistics, .

' Rm~depos1ts of financial institutions subgbot %o conversion de

- creased by 120 million Di. It can be. presumed, however,uhat th
decrease is not fully -due to actual conversion into DM—dep081t"
but also partly ﬁo oancellat;on ot amouuts which proved t0 be nd
longer eligible for ‘conversion .. In addltlon, the dlssolutlon_
the blocked account pursucni to the fourth Currency Law (Decis 9
of Blooked Account) made further progrbss, Accordlng to the pro-i
visions of the law, 2/3 of the 88 million DM decrease in the '@
‘blocked account will have accrued %o the free account whereas
has been transfercd to the inveétment account,

On the whole, the available vblumevof monéy again incregscd in
Febfuary by aboutv 600 million DM due to creafiion of credit, COTI~4
version of old currency credib balances snd dissolution of the 3
blocked accounta Bj“the end of Pebruary, it amounted to roughl
18 billion DM. To this amcunt 0.6 billion DM blocked deposits
(blocked account and investment account) are to be added.
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‘on DM; bank notes in ciroulation 1noreased by 49 million DM to -
6 216 million DM, During the first twe woeks in March, the com~ <

 finon-bank customers" further inoreascd (by 157 million DM with

.VconSLderably dropped dur::.no the second week in March, 1.0 by
246 mllllon DM o 6 005 milllon Dile

:The ‘share of - depos1ts of publlo authorlties in the total bank
‘dep031ts remained remarkably hlgh &ubingr?eb?uaigc Public de-

‘with 112 weekly reportlng Lnstltutlons further increased by 115

tetif, the form of time deposits, i.e. 57 per cent by the end of
February as compared with 51 per cent by the end of Jamuary. This .

‘When adding the deposits-of public authorities Wltn the central
>banﬁ system amounting to 1 484 m*ﬁllon DM at the end of February
'(agalnst 1 413 million DM at the end of January) it results that

- not less than about 22 per cent of the available volume of monsy -

The dlstrlbutlon of the volume of money into bank deposits and

bank notes (1 )dld not change substantially in February since bank
deposits as well as bank notcs in olrou;atlon increased, During
February, deposits of vnon~bank oustomers® on free account with
the ‘approximately 3 608 financial instituilons included in the
monthly banking statlstlos -ro8e hy 488 million DM to 9 906 nilli-

p031t10n of the volume of money changed in that bank deposits of

112 waekly reportlng financial 1nst1tutlons alone) whereas the
amount of notes in o;roulatlon, after hav1ng slightly increased,

p031ts amounting to 2 378 mlllaon DM by the cnd of February ac- .
counted for roughly one fourth of all non-bank deposits, that is
the same as at the end of January. By mid-March, public dep031ts ’

million DM to 1 41lo million 1M, thus reaching a new peak. In Fo-

bruary, deposits of public authorities took to an 1norua81ng eX—~
trend continued with the 112 financial 1nst1tutlons durlng March.
i.e. roughly 3.9 fillion DM -~ have boen deposited on bank acocounts

of public authorities by the end of February (as compared with
roughly 3,6 billion DM or 20 per cent at the end of January).

,(7) More cexact: cash, since coins in circulation are included
in the note circulation.




VelOCluK_Ql Mowej G1¢0u1at¢on

.The. aouumulatﬂow of funds w1th publlc aut orl ies is undoubted_
1y exceedlpg The llmlts whlch oorrespond to the normal - ‘ !
qulrements o70 llquldlty of nubllc T easurleso Apart from'“
.the termlnatlon ol money creaulon through the currency laws'an“
" the slow1ng down of: the lncrease in. ank c*edwts,_ the gcciim
’of‘publlc funds was. probably one’ g the main reasons’f r the
'fmarﬁable decrcaso in the V_1001ty ofznoney c1rculatlon h;c
Lo ed 1n Janaéry and contlnued‘ln Eebraary to a ¢esser degree
»‘-order to obtaln exact>r1gu1es as to ow conalt;ons develope'

i.+hls rebpeot durlng the last two fo- un¢°e monthsg.the vel'olty
*":bank de0081ts‘(exclualng~saVLngs deb081ts) has been caloulated
,;3the ba51s of he weeklyffample statlstlcs of‘the 112 fl'an 1al

'E>dep081ts of" "offent-w“

llch—rethlWGhe“ O A R

(public)’ oorporat}ons_;.{f“'

on free aocount T e R
._:dep051ts ‘ofother oo 1497115987 (A
. Creditors on .free SR P S SR
1 account ‘

ftotal of bank dep031tsi‘_;;?

5 .

II total of cashless . R
‘ transactlonSnln the“
calehdar month 5
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Its in the calendar . : % .
m““*n(quotnent II L/ 2.7;"-
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=
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Lhe amount of cashless transactions with the 12 financial
institutions included in the sample statistics thus increased
considerably during the' period from October to December, i.e.

- by roughly one third. There was a marked decrease of more than

10 per dent in January, howeve¢9 as compared with December. In
February, this amount again showed a slight increase. The veloc-
ity flgure which increased until the end of December and dropped
consvaerau]y in January, showed a further decline in February.-
Though these ascertalnments onlv concern a limited group of
banks, there is no reason for assuming that the velocity of
circalafion of bank deposits with all financial institutions

was.substantidally dlfferent For’ the total volume of money

some. corrections w1ll, of course, have to be made insofar as.

the ‘velocity of cash may have developed differently from that

sf the bank moneyp Lt ean.be concluded from the impression of

the relative short eupplv of the economj with- money in February
that the Ve1001ty,of c¢ash circulation slowed down to a greater .
extent than that of bank money.The fact that the increase in o
public deposits up to the first days of the last week in R
February was far greater than B2 to the end of Fehruary (plus

éSO million IM a2s of 23 February) and that only :in conneetion
with apparentiy considerable CaSh disbursements made at the

last day of the month - which caused almost a ¥2 billion Dy
increase in notes in eirculation - public ‘deposits again dropped
considerably, was of eqn81derable importance for the actual
development of the mcnetary situation in the course of the month,
Apart from the increase in publiec funds, the favsurable develop-
ment of wsa v1ngs transactions which, in its turn was in close ‘
connection with uhe_gradual termination of the conversion of
Reichsmark-deposits with the financial ihstitutions undoubtedly
added tc the decline 1n the ve1001ty of money circulation.
According to expellenue, bank dep081ts resulting from the
conversion are‘particélarly unsiable sinsce especielly converted ,
savihgs accounts are usually withdrawn and spent to & consider-
able exbtent. By the end of February, 92 per cent of Reichsmark-

devosits with firancial institutions had been coanverted; whereby i
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it is neteworthy that this ascertainment is based on statistic

reports of f_uanclaW instisutions on thelr "Reichsmark—
liatilities nuf yet converted". Actually, a considerable part
of these liabilities will prubably nct be subject to anver51o.
at all. The termlnatlon of conversion will thus dry up & I e
seurce which, in the past, had produced money w1th anexti ®
inary high rete of ve1001ty. The marked decrease 1n cash
~dish uvsements in sav1ngs transactlonb was p*cbably greatly,
pfom/tea by the termlnat¢on oP conveislone Accordi ng to the
mohthly banking utatlstles, 8 million DM ¢ash in-payments
were made on’ sav1ngs accounts with all flnanclwl institutiocr

during F~bruary whe*eas cash withdrawals amounted te 101
‘milliod DM. Accordlnggly, the excess of cauh w1thdrawals waa
©23 million DM in hebruary as compared with 24 milllon,DM -
in Januar" and 210 mllllon DM in OctolWer. When takﬂng 1nto
acc'unﬁathat ﬂontdary uO w"thdrawals; 1n~payments on saV1ng
account nan aLSO be ma&e gashless — during the last months,
cash denu51ts we*e appronlmately fifty per cent of the total
d69081ts - a considerable excess of deposits is 11kely %o he
expected’ for January~as well as for February- For the ¢1rst
since currency reform, an exsess of .deposits, even in;cash
uransactlons, w1th 11° flnanela] 1nst1tutlons was- reco*ﬁed
during the first week in Maroh. In general the 1mpre881cn
prevails, that since ‘the begiming of January, receipts OR o
savings aC”GHHtS w1th most SaV1ngs banks con31deraolj oxceed'

Wlthdrawals. ' \

S W i d i t y cf Banks

As mnmparcd w:th January, the l¢uu1d ty of banks unaerwent ,

a noticeatle limitation Qurirg February. The decrease in
surplus reserves waich *n February aVeraged cnly 249 > million ym
(= 21 per cent of the reserve required) as compared with e
383 millien DM in Januéry'(&§3'per cent of the reserve “equlre&x

L1 g

was an indication for this development. At the last day of ,
the month, the surplus reserves were even bon51derably lower ¥
‘due to the sharp increase in notes in circulaticn. The dearease]

- B ' L




ary, would have amounted only to ghout 1% per cent of the

in deposits of financial institutions with the Larnd Central
Banks during the last week in February amounted £o- 200 millien
IM, so that they were only 1 325 millien IM as compared with

1 440 million IM at the end of the previous month. When basing
the caloulation on key deyo, the surplus reserves on 28 Febru-

reserve':equifedfﬂﬁy’? Mereh, they again increased %o 0% per
cent and te 28 per cent by 15 March. A
o o ’ - _reserves
It is true that the development of -surplus alone is
not & sufficient ériterien to eompletely judge the liquidity .
of bagks;‘If;fgrjinatanee;a desrease in surplus reservea would

‘Be balénce&,py,q,gar:esponaing'dealine in central bank credit,

this would peint more to & betier funetigning‘oflthe'money
market then tp a reduetien of the liquidity of banks. In -

' Februa:y;;hoﬁgggg,lthe volume of the sentral bénk system's

PRCARNI R

credit'to finavbialuinstitutions did not deqreésé but increased. §;?V

by 60 million DM in totel, so that it amounted to 1 559 million

DM at the epnd of February. By 15 March, i¥ had further increased

4o 1 681 million DM. The inter-bank indebtefness alsc increased
in February,which‘on the whole is likewise t¢ be interpreted

. as an indication far stronger 1iﬁiﬁations'of:ﬁhe ieewgy of

iiquidity.jciéd;tSitb finaneiel institutions increased by

" 71 millicn DM to 1 120 million DM aad inter-bank liabilities

wy 56 millien DM to 699 millien DM. The increase. in. inter-bari
credit balances with the 112»week1y reporting financial -
instivutions by ebout 100 million DM to 724 million DM at the

end of February shows that in some casées alsv precaﬁtiogary
measures for & higher liquidity hed been teken. By 15 March,
inter-bank credit balances and inter-bank lisbilities cf these

112 financiel institutions slightly deoreased whereas credits
to financial'institutions_further increased. '

At the end of February, the bill of exchange holdings
which the banks, on principle, ean use at any time to procure
central bank money amounted to 1 046 million DM with tre

112 weekly reporting finencial institutions which are

particularly active in eredit transactions ind were thus

-9 -
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‘sllghtly higher than the previous month's figure (972 million
DM).By 15 March, however, they again dvopped to 992 million DMﬁ
With regard tga all banks, the blll of exchange holdings,
~amounting to 1 802 million DM at the end of Ifebruary, were
11kew1se somewhat higher than the flgure at the’ end of Jamu
(+ 117 mlllicn DM) Own and outside bank acceptances together '
accounted for. about one third of the holdlngs. As compared V
with depos1ts on free account (1nclud1ng depos1ts ‘from
fineneial 1nst1tutlons), the bill of. ‘exehange holdlngs of
112 financial instituticns as of the middle of March were
out 23 per cent'as compared w1th 25 per cent at the end

1t always needs to b Qmpha51zcd that the llquldity Btatus 9
'cf 1ndiv1dua1;banks stlll varies very much. Accordlngly, ther‘
_aYe. on:the onelhand banks in an unfavourable financ1a1 31t-
’uatlon and on the other hand banks whlch so far had made onl;
llttle or no use at all of the redlscount credlt of Land
Gentral Banzs. SRy wlthln the banklng groups, there are also
con31derable dlfferences. 0f the total surplus reserves
“(m%nthly average of February), 41 per cent were held by the
Girozentralen(alone. One single 1nst1tutlon, where oertaln
‘-exceptlonal condltlons prevaill, accounted for 86 per cent of
these 41 per cent Reglonal banks,especially state banks,
.accounted for a further 24 7 per cent” and the successor '
~institutions of the branch establlshments of the 1arge Berli

banks for 10.4 per cent. ‘ - -

Capital Market

In February, considerable amoants of money for a :
number of igsues of long-term securities were again required g
from the capltal market. Various mortgage banks issued ;
new series of the usual 5 per cent type of. bonds and munlclpay
bonds which were generally offerd for subscrlptlon at a rate 4
of 98 per cent and - in most cases - at g years' term. 3

- 10 - ‘ ’




The purpose of issuing these bonds was in nearly all cases the
providing of ‘Punds for the reconstruction of destroyed dwelling
houses and for the building of new dwelling houses. For February,
the Bank deutscher Lénder ascertained a total of 46 million DM
newly jssued bonds and municipal bonds of which 5 million DM had
been approved by the Lander but not yet released for subscription.

Apart from these issues of mortgage banks, a 25 million DM
loan of the Rhein-Main-Donau A.G. at a 20 years' term was offered
. for subscription in February. This loan which 18 to serve the
1 extension of water ways and hydroeleotrlo plants is provided with
: a varlable rate of discount, always belng l per cent over the
official rate. ' :

4 d As far as knoWn %o the Bank deutscher Lander, the total

[ amount of .long-term securities issued on’ the West-German capital
market amounts to 157.5 million DM. The fact ‘that nearly ‘half of
it could be offered for subscription alone in February may be

» regarded as a. gratlfylng sign of the consolldatlon of conditions
NOW. also overlapplng on the capital market. - :

i“-~ ' Accordlng to, information received some more small bond-
] isgues of the above mentloned type were brought out in the flrst
?; - two weeks in March. C ||
g : Stock exchange prices which during the first two thirds of 'H;:
February had remained practically unohanged and had, in some cases,nf
even shown an upward trend were decllning durlng the last third
 of the month. Thls decline affccted shares as well as bonds and
anong the latter expeci mortgage bwonds and municipal bonds.
The price decline of these old-issues provided with a 4 per cent
nominal rate of interest continued during the first half of March. ’
The average price of the 4 per cent mortgage bonds quoted on the
_ six Western German stock exchanges (oalculated by the ‘Bank deut-
scher’ Lander) which at the end of January had amounted o0 8.05
per cent and.on 15 February to 8. 24 per cent dropped to 8.03 per |
cent (end of February) and to 7.82 per cent (15 March). The fact ﬂ
.3' . that transactions in securitices werc at an exceptionally low 1evel.L
in February was characteristic for the proSent market . tightness {
|
|
r

3 on the German stock exchanges. In Frankfurt, for instance, the to-
i tal stock exchange turmnover in fixed interest bearing securities
and sharcs was approxrmately 1 million DM for the entire month of
February, to which the turnover of about 1.9 million DM outside
the stock exchange has to be added.

R
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PubliévFinaﬁcéé

' The development of the. Lénder finances which due to limited 4
publicity is difficult To- trate was marked by a strouger decre{

in tax revenues in February In January, tax revenues of the .
. 11 Lander ih the SpeOlIled area amountlng to 1,43 bl“llon DM’:
: reaehed a peaka

" Revenue of important Téxeé‘ih the TAnder -
of the OomblLud Fconomic Area and the Frenoh Zone

in mllllon DM |

A*&d ‘and periodiwages tax | assessed’ oorporatlon 'EtaxeS' ;
o O lincome tax ... e b | property
¥ T S and trolg

¥ | Gombined moono |
E{ mic. Area 2O
1948 July 2).
Eugust
September
Qotober
. November |
| Decembez?i_g
| 1949 January.
~ Febru
Frehch'Zone
1949 January
Febru

Y

For Bavarxa, always the per*od oetheen.the 26th of the pre4f
vious month znd the 25th of the nurvent monfh for Wirttem-j
berg-Baden from 21st un®ii 2o th.. ' E

Including the period from 21 to 3o June 1948.

Preliminary data from reoorts o six Lander -of %he
~Economic Areg and two Lander of the . French one,




It can be assumed that this~décrease is chiefly due to seasanal
fluctuations, The decline of about 70 million DM in the turn-
~over tax is undoubtedly due to the fact that the volume of
. turnover in January (as known, fhe‘February revenue of the
turnover tax is based on the volume of turnover in January)
- usually is considerably below the December level. As regards

175 the decrease in other taxes, seasenal and abcidental influences
;ﬁ also play a role, The exceptionally high January revenue from
5};the wages tax Was'probably influenced to e certain extent by
Xmas bonuses paid in December, In the oase of the assessed in-
come tax and the dorporation tax, it ‘has to be considered vhal
in February only part payments had to be made whereas in Jawu=ay
. the main payments were due, The revenue from the corporatlon
_34 tax, however, was considerably below the level of November 1913
}f when also only part payments had to be made. Here the change iu
':the proflt gituation resultlng from the prlce drop and other
‘factors as well as a reduced solvency -or w1lllngness to pay
presumably became apparent It can also be assumed that the
decrease in the turnover tax revenue already reflects a sircnger 2|
holding back of buyers. It is difficult to decide whbther 1
similar business influences also played a role in the decrease
in the wages tax, It is quite \imaginable, however, that the
decrease in working oVeretime as well as the decrease in em-
ployment recorded in January has influenced the tax revenue.
Such influences can, however, not havé been strong in view of
the above mentioned other factors, which are purely seasonal

or due to.the payment technique and whlch are making for Sde-
crease. '

In February, the expenditures of the Linder were lower than
in December although perhaps not below the expenditures in JFa=
' nuary. Owing to this fact, the decrease in tax revenugs could
hardly have led to great defioits, Oash holdings of the 11
Ldnder of the specified area only slightly dropped during Fe-
bruary and the increase in the indebfedness of-two Lidnder, i.c.
Schleswig-Holstein und Rhine~Palatinaﬁe, which are in an un-
favourable financial situation remained comparatively limited.
The deficit of the 11 Linder as a whole probably has not ex-
5 ceeded 25 to 30 million DM. Against this the eight Lénder of
& the Combined Economic Area produced surpluses amounting to
about 240 million DM during the period October to Janmary, but

§ o
]
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in Deccmber ohey also showaed a considerabl

It is, of coursé, not yet possible o judge how Lénder finen
W“ll develor aurlng the next nonths, Towards the end of the

Moreover, the Linder are of the opinion that higher burdens
may result from inoreassd social expenditures or that their
';feVenues‘may perhaps be reduced through the equalization:
burdens.’ On the other hand, the present tax raies
;thaf %heyﬂénder - in casé of:dlcontinuanCG of the r

11 taln_y achleve ‘urther hlgh surplasus .,Tne most
pg&op“rate use for these surpluses would be the :
\ce¢ta_n Ainve é;me its- since a . oon31derable part of %
of can*ﬁal\Ls at present made tharough public budgets due. %
the ‘high th .rates. In conseygusnce o¢ thls situation, the-
'LunQGL arc at aresent thoroughly e xamlnlng the guest 5ion as
- what azmounts out of budget fuids can be - mdde ava 11able~for
"*1nancl.g investment prog=cts°, ‘ | -

- Xo g« cat defioits seem to have ocourr d~iﬁ-Februefyimn~
‘pnb ic- buageuug The Qombined Econom1C'ﬁrda was able to x
Ler cash crcdit to the Bank deutschor Linder - amounting’ tO;
28 mill. DM at the end 0¢,Jannard ~.and to_ finance the emergf;
aid to Berlin from-ordihaﬁy budget‘funds provided for ‘this
purpose - in February, 34 millicn DM banknotes had been tra
ferred. ‘Inclu dlng an additional 20 mllllon DM oalnned £0 Ber
ejethe beg ¢ualrg of- Marcn, the total amount of the em e"gencyf

embloymedu fur ) again recorded surpluses which were, howe c¥i;
. pomewhat lowsr tian in January as can be coro‘uéed from the
development of euployment. These surpluses of uhe unempl oy
Fund probably amounted-to about 4oo million DM during the
period from 21 June 11948 to the end of February. For reasonsj
of liguidity, omniy a small part of tThese funds has so far beéﬁ
made available for inve stment purposes. Should - the employmexﬁ
situation sta bilize,  there would be no objections to using %
at least part of the current ‘surpluses for financing certain:;
investments, ¢.go cnlerly,uhu-3001al housing projscts. 4S8 '
compared with the previous months,‘the situvaticn in the
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Gemeinde finances has probably not changed considerably; certain *‘
slight deficits could still be met by spending the Tirst supply «

of new currency. ‘ ﬂ I
‘ |

! |

R

1

It can be assumed that, considering the budgets as a whole, there
will have been slight surpluses rather than deficks in February.
This assumptlon is confirmed by the development of publlc deposits EHE
with financial institutions although the increase and /or decrease }rif
of public funds does not exactly cqrrespond to the'surplusés or ~1{ :
deficits of public budgets., In February, public funds deposited :E ¥
' with business banks increased by 143.2 million DM and with the  .§
central bank systen by 17. 7 million DM, totalling 161 million DM. 1%;;
As compared.w1th the average of the preceding months, the in- s
orease in pwblic funds slowed doﬁn;considerably. .

' ’ ’ N . N % . “ ;ﬁ

Foreign Trade I ..
k. In February, foreign trade of the Combined Economic Area - there
‘iﬁ;./are no déata avaeilable for the French Zone - continued its up- !
’ - ward trend which had temporarily béen halted in January, Accordlng
'?} " %o information from the é%atlstlcal Qffice, especially imports '
increased, They amounted to 476 million DY and werc thus nearly _{y
fifty per cent above the January level which had been excepti- -
onally low. Of primery importance is the increase in imports of
industriedl raw materlals, Its share in total imports incrceased.
from one fifth during the first half of 1948 and/&r one fourth
durlng the second half of 1948 to one third in February 1949.
f}r " On the monthly average of January/February, total industrial
:, ~ imports werc about 4o per cent higher than the monthly average
i', of the second half of 1948 whersas food imports remained prac-
tically, the same. Imports cof finished goods also increased
considerably. They were close to 8 per cent of total imports in
- Februafy. | o

The increase in exports was lower since in January the decrease.

was comparatively small. On the average of the first two months

of the current year, they were - the same as imports - above the

level of the second half of 1948. The share of finished goods “
3 sxports dropped to a smsll extent, that of raw meterials ex- i
{ : ports to a considerable extent; thus, exports of semi-finished

goods account for the main incrcase.
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Despite the rise during the last monﬁhs, Western Germany is
still far from a "normal® foruLgn trade. This applies not onl
to the comp051tlon of °pr£uS in whiech the share of raw materm
and semi-finished gocds is svill incomparably high (forued exp
of ‘coal, sorap and timber) but alsc to total imports and e ]
In January and February, exports amounted to an annual rate;
approximately 900 million Dollars.‘“hls ﬂs Sblll about 2
- Dollars less than uxpected ‘as targct of the "1ong-term" pro"
Imports are still relatlve¢v 1ow, usoe01alLy in the 1n&us
scctor. When taklng 1ndustr¢a1 1mports during January and F
bruary 1949 as a oa31s, total l9+9 imports would amount to
sum twice that of 1948. In volume terms howevbr, (excludlngv
changes) 1ndusur1a7 1&ports?%§f§%¥%¢atlon, would ruach notf
than 75 per cent of correspondlng 1mports of 1036 and less
50 per cont of thosc of ‘1928.

Forelgn Trude of the Gomblncﬁ Eoonomlc urea
in mllllon DA

- category monthly awerage

first . - {° secondl o o B
half of " half of -} -Jan 1949 Febr.1949}

. 1948 b 1948..
S Imporit
124;5 | 17946 [1147.0
Prommodities © -1 706 . | 152.6 | 168.3
| raw,ﬁéférialS' - 39.2 f»;<f ‘82,7 7546
Semlmfl“lSﬂbd ' o PR -_}.“ g o
goods : , 51.2 65.3°
flnlshed goods B . 27.4
pre-mamufact- | ¢ - | = . .
ured products | ) o ; 1 11.9
end products ’

Tdtal




Export

éategory ; monthly average

k- of goods * : % ' ;‘gggzgéi 3”;
e o firet o seeond | Jan 1949 : Febr.1949 Jan/Fobra | i
3 1948 i -1948 . I A
;; Indusﬁry It o 4e6 i} 3.5 124 8.8 ‘4,'10,6"‘
B strial S R E e . A ST
Wodities . 76,2 1 - .218.5 241.5 267:7 1 - 25446
By materials | 21.9 - | - 544 1 55.5 1 Sl i 5344
B i -finished ¢ i . . |
Paods - 23.6 1 66.8 8l.2 | 96,1 |  88.6
i?ilshed goods ‘; 30'7ﬂfa : 97.3 |  lo4.8 | 120.2 |  112.6
fpre-manufac- | P IERURTE o |
e tured proaucts; 16,7 b 51.1 57.2 | 59.4 -1 58, 3
g cnd products iVHl4 o4¥;}vf->_46k2: 47.6 | Gogg‘ T 5443
N  Bo.8. .1 . 22200 ! 253.9. . 276.5 | 265.2.0

It is to be expected that accordlng to the dgvolopment of 1li-
abll7tles from letters of credit for current imporws uransactlons ;
Bwlmports will *urther increase at a ”&Qld rate. Lt present, these'

'11a011lcles from letters of credit come ulOSe to the nresenﬁ

holdlngs of forelgn exchange of the Bank deutscher Lander. Tney
increased from 258 mllllon DM oh 30 Sep %Fber and 652 million DM',
on 31 December 1948 %o 831 million DM on January and 1o23% milli-
on TM on 28 February 1949.:

Through the increase- in imports so far achieved, the leewaf of

‘flmports which the Qombined Economic arca has attained by the

satlsfactorJ extension of her exports has bsen. wbilized far |
better than during the last months of 1948. This is reflected N
by the fact that the credit-balance in commercial forelgn trade
(cxcess of éxports. over B-imports) which on thelnonthly average
of 1948 -~ regardless of urgent import requirements - anounted: |
to not less than 42 ml+llon,Dollars drcpped to 39 milllon | ﬂ
Dollars in Jaauary- and to 19 million Dollars in Febyuary 1549 %
although the increase in exports contlnuua. Foreign exchange To— |
ceipts from exports also continued to rise. They anounted to

79 million Dollars on the monthly average of October/Decembern

1948 to 86 million Dollars in January 1949 md 91 nillion Dollars

in February 1949.
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The new export procedurc in force since 1 December 1948 broughy;
abous cOnsiaerable isprovement and much better control over aiﬁ
exports transactions. In particular, the technical settlement‘
by the banks has been greatly improved. Originally, the exportes
received the cquivakant hark~value of his expcrts complet ely,
1ndependent of the iorelgn G‘“Lungv receipts. He eould aeman}
the Mark—value as soon a$ he or his bank had recelved adv1cet
from the foreign COlluCtlng bani abou+ the vaGCtud foreign:
ange payment. Upon receipt of thls advice, Mark-umounts had i

te bo paid independent of the Iact whether cradit noves on ta
for eign exchange payments had been rcccived or not. Even 1f't
“raguired docum=nts were avallable, a. settlement was in many
impossible 31nce in con51deratlon of such an extraordlnary

' procedure- of seiiiement errors with rogard to- ea‘—marklng,
amounts of . 1nv01ce, ate, were not only unav01dable but even ne

—-arly the rule and requlred adequ te btime for clarlfloatlon.
i 3
By 1ntroduc1ng“the new export proccdure, a normal banklng tr

ment of eXbort proceeds was made possible insofar as all expoY
transactlons are settled in the form of Durcha81ng foreign ex
- changs. " The Bank deutscher Lander purchascs from the exporter
the forcign exohanve.acﬂrulng from an export transaction at

the buying rate of the Dollar quOuatlon and ef;ects the DY pay
ment if the ;ore¢gn exchange amount is IGCSlVbd. This is a "
_aec1swve step toward re-est~b¢1sA1ng mere and more normal bank:
practices in the settlemoent of payments in the field of foreig
et“apscatlonso '

Money Leoelpts and out~paym°nts in fore 1gn transactions con~-
tlnued to 1ncreasc in February. Payments of importers develop
as follows:

“Paymenfs of importers
in milljon DM~

Monthly average - |G.RIOA-ERP-and o - | total of-
land/or month | STEG~imports B-imports imports

July-Sept 1948 |+ 17L.5 52.3% - 223.8
Oct-Dec 1948 -: 182.3 109.2 291.5
Jamuary 1949 184.3 | . 132.4 316,7
February 1949 224.7 . 152.8 T 3775




Payments to exporters as well as for special purposes by order
of Military Governments amounted to about 390 million DM in
February. ’

The Compensation darrlcd through about the middle of February
for the month of January - within the framework of the Paris
Payment and Gompensatlon Agreement of 16 October 1948 ~ has led
for the Comblned Economic Areca to an adjustment of balances of
far greater extent than in all the three precedlng months, As a
result of the compensatlon for January 1949 :and for offsetting
additional imports from the CGombined Egonomic Area . draw1ng~r1ghts
of 17.7 milllpn Dollars were made aveilable. to other ‘partner-
countries, as compared with 5.6 million Dollars on'the monthly
average of October/December 1948. ECA, Washingbon, approPriated
to' the CUombined Economic Arce an equal amount of conditional eid.
On the other hand, the Combined Economic Arce received drawing-
rlgths amountlng only $0 2.0 million Dollars.

The Paris Agreement stipulates that by 30 June 1949, ‘the Com-
bined Economic Area is to grant lo8.8 million Dollars drawing-
rights and to receive 98,6 million Dollars draw1ng—rights.
‘According to the previeus four compensations, 31.6. per cent of
the draw1ng~r1ghts to be granted have actually been made avallable
however, only 9.7 per cent of the drawing-rights to be given by {
the partner—countries could be utilized. For the comparatively
short period until the end of the first Marshall-Plan year, the
Combined Economic irea is cntitled - provided that her accounts
arec developing‘correspondingly ~ to claim from its partner-coun~
tries drawing-rights, i.e. imports without foreign exchange pay-
meﬁt amounting to 89 million Dollars, which means an equivalecnt
value of about 300 mllllon DM. In the case of four of the six
countries concerncd, the Combined Economic Area. was unable to
make use of her drawing-rights, in another ocountry only 4.4 per
cent could so far be used and only in one country could the
drawing-rights to which the Combined Economic Area is entitled

to until 31 March 1949 be fully used. According %o the develkp-
ment of foreign trade until now, the Combined Economig¢ Area's
claims for drawing-rights will be far more difficult to
materialize than the corresponding claims of the partner -
countries against the Combined Economic Area which amount to

74.4 million Dollars for the same period. '
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Drawing-righits can only bé granted insofar as ule

ropean cleax 1ng, i.e. the compensation w1thoat drawin 4
cannot be accomplished. Conseguently, pri or to the aaploprlat:
of drawing-rights, the agent in charge of the Eurovean-~Gleay
i.e. the Bank for Internatiohnal Settlements in Basel, will
‘check as to what extent the accounts permlu a multilateral d0~
pensatlon-by which debit and credit balances could be set of‘%
By way of such a first category compensatlon, one debit ba-
Jlance accrued in one of the partner-counurles as a result o
1mnort Surpluses of the Gou01ned Econemic Area has been set
off with an emount of 6.8 million Dollars ‘against credit balan
ces likewise amounting to 6.8 million Dollars.in three other
nartner-countzres. Apart from the Combined Economlc Area and
the credltor country where the debit balence has accrued,

three other ‘countries participated in, thls compensatlon. The
p0331h11ty to' atilize the drawlng-rlghts Whlch the Qombined
Economie Area.ls entitled t9. temporarlly dimlnlshes to the ex3
tent of compensgtlons already nade.

, Produptlon, Employment ana Sale

-Durlng February, industrial. productlor at presentﬁbeing watc.

not: only ‘with close atterition but even Wlth ‘some concern ma
‘_talned its: comparatively high level reached i January., The
',produotlon index calculated by the Departuent for Economlus
‘for the Combined Economie Area (data for tnelFrench Zone are
not avallable) ‘was as much as 79.6 (1930 = loo), tnus showing &
decline ‘of 1.4 p01nts as comparecd with January, it has, hon-L
sver, to be borne in mind that PFebruary had one wo*klng day i_
less than January. On the basis of working days, production ;i

even slightly increased. - :

Despite growing difficultics in the providing of funds for 1
.inveStﬁenﬁ'PurPOses, the production of the investment goods [
1n&ustr1es also showed an upward tendeucy. The produotion of i
rolling mwll products, steel ingots, non_ferrous metals, ma- %
:chlnes and’ Venloles, the production of the electrical en- .E

iy~

-

~1neer1ng as well as of the sawing and timber 1ndustr1v %n~_é
reased not only per worklng day but also with regard to the_ﬁ
10 ntnly output ‘go that the total 1ndex Tor the investment god'
industries in Febvaary was even hlgﬂe* than in January. The
decline of iron production remeins within the limits corre-

T2 -~




~ sponding to the lower number of working days. Only the stone

and esarths industries -Mhich ars largely dependent on the buil-
ding trade show -a stronger decrease in this group, Their pro-
~duotion 18 now about 30 per cent below the level reached ln Oo-
tober. ’_i )

_,rAlso the consumer goods 1ndustrles,.in‘generél;'maihtained\

.fthelr levol of production with the exseption of leataer and

ehoes, In nearly all other branches of consumers goods, the
,produotlon increased not only per working day but also with
| regard to the monthly output.

The group of general production goods, howevergshowed a down-
’war& trend. The production of power and gaa was particularly
'afiected by thls deollno.,lt is, however, quite obvious that
'thls_deorease has nething to do with the "shortage of money"
‘but is only due to. the 1nadequate water supply ‘of the hydro-
eleotrlo power plants and partly also %o the unsawlsfaotory
coal supply. February hardcoal produotion of 7.9 million tons
was, somewhat lower than that of, January (8.2 million tons.)
'Thls decrease is due to the fact ‘that February had one working
daj less. The output per manshlft underground increased to

1. 36 tons as oompared with January (1.33 tons) end December
(1.27: tons). mhe number of unemployed again 1ncreased in Fe-
bruary “but the, increase of somawhat over loo oco for the total
Bp@leled area was only half as high as in January During

the second half of February, the increase was only 23 000,
The fact that Bavaria, Schleswig-Holstein, and’ Lower~Saxony

- again’ _aocounted. for the greatest part of this incease con-
firms that unemployment is largely dependent on special
dlffioultles of individual Linder, i.e., the refugee problem,
in particular. At the end of February, the .above mentioned
three Liénder accounted for almost three fourths of the total _
nmumber of unemployed in the specified area (1 073 000) fﬂ
although their share in the total number of workers, employees ﬁ:
and offlclals is only 39 psr cent and their share in the total lf
population only 4o per cent. The relation between unemployed t
and employed is thus about 12 - 19 per cent whorcas in a i
highly industrialised Land as Northrhine-Westphalia the
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corresponding percentage was only 3 per cent. The rate of

enployment in Bavaria has, during the last weeks, bean strong?
affected by the unsatisfactory power supply. During February
short time work continued to be of no importance nearly ever
where, The numbexr of vacancies reglstered at the labour ,
offices in February likewise decreased slightly, younger as
" wéll as sekilled workers. wers stlll in demand. When judging
‘extent of unemployment, it has to be borne in pind thet -
thgh. the seriousness of the 31tuatlon shall not be denled
: ‘the present Tise probably does 'not’ reflect a correspondlng
'decrease in employment since there. is no ‘doubt that, forsed:
“present condltlons, more and more people are geeking employ
. melits On: the :other hand, a p0381ble decnease An the number
,;’*employed does not necessarlly mean a correspondlng decline
' vt}produetlon'slnce the present s1tuation, to..a grQW1ng extent,
i-forces the economy to economize W1th manpower andlineincrea
w;labour efflolence i.e. present productlon Qan, theréfore, b
'fachluved with less manpower. '

';“;Thgt thb rlse 1n production has slowed down reoently and ha
’feven cofie: Yo a standstill is largelywdue to the fact that wh

ﬁfever a certain level of production is reached, a further in-
_ /crease is all the more, diffioult. In some industries.there .
"*P!no more: ldle productive capaclties and. unless this siftuation
"'remedled by new 1HVnstments, certain bottleneccks are unavoi
c mhe Llow clasticity of coal and power productlon is a partlcul
| larly noticeable handlcap at present. It wlll be dlfflcult‘t,
‘widen these bottlenecks without maklng comprehenslve 1nvcst
ments” the fxnanc1ng of‘whlch seems to o secured now. In so g
;1ndustrlal branches the lacm o raw mgterlals of specmal mac-‘<
1fparts and manufacturlng tools and equlpment reprusants a g% 7
‘llmltlng factor° In the textlle 1ndustry, ‘for instance, ther
’1s a lack of thread (due to the Well~known bott’e—neck in spip
nlng mllls, 1n the electzcal englneerlng industry tneré“% ;a':
of transformer ylates, in the iron-, pp and metal—goods in-
dustries a laok of tln sheets and in ahe electrlc bulb irdus
a lack of certaln implqm&nts. Further, paper and paper producig
for packing purposes are also in véry short suprly.
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- vestments in general had, only a limited effect on production,

At least up to February the development in the investment goods
LnduStries shows that the difficulties in the financing of in-

except for the bulldlng market. Seasonal fluotuatlons obviously

- seen to have played a role in this respeoct. From various arcas, f

for instance from: Bavarla, 1nformat10n has been received that

. a noticeable scasonal revival has set ln again. Nevertheless

,1nvestment flnanclng stlll remalnsfa key problem of future |
bu51ness development and it must again and again be empha&szedff

“:that, from the view point of curmency as well as banking pollcy,
it cannot be solved by expandlng short~term bank credits.

o By.means of public funds, the gradually beginning . formation

- of saVLnga capital and the funds becoming ahallable through

the. Reconstructlon Loan Bank,_lt will be p0531ble to oounter- '

-_act . the decline in produotlon Which may arise from the can-
‘ 7cellation of orders which was partly of a conoldurable cxtent,

'"3',fal Unemplovment in the Western German SDGleled Araa

| 1948 R 1949 Fobruary, percens ||
2 ' L TG ‘of wor~ ‘tage
g K Moy ‘August : De- Jan | TFeby XTSI gp oo i
u o : | . sloyees, ,

. : . .cember - o . - pula-

x do o - b and of- tfion
- oo N R - ficialg @ —" . W

) A D
;Wurttbg.—Baden C.28.1 31.7 ' 25.0  33.T
EHesse

148,0 ' 270,0  1°227,1 30058 | 344,6 ' 12,6 ‘_"-s;siyé»
3945 . 3.3 "l.,0.'fi
- 89.0- 6.9 2.1 (i

i e o rov—

40.6 = 65.1 ¢ 61.1 . 79.4

roman 8.7 | lows | 115 13.5 1 1.7 | 6.4 1 2.8 ff
 Northrhine— | . b oo
i Wostphalia 1125.3 | 157.1 | 106.2 124.6 | 127.4 | 3.0 | l.o f
;ELQWQr—Saxony" : 57.7 | 123.4 171l.0 213.2 2369 i 11.5 | 3.5 %ﬁu
" Sonloswig-Holst. 18.6 & BL.7 114,68 14046 i 155.4 | 19.0 5.7
§_Homburg 12,1 28,8 26,2 32,0 | 34,8 | 5.8 | 2.3 ‘U
? ggﬂbjﬁig E00ﬂ°~: 439.l - 768.2 ;742‘9,‘937‘8 11042.3 7.9 :' 2,5_f§é
| Baden 3.0, 45 43 4.9 1 500 1.5 1o o4 [l
I Wirttemborg- o | - o : | L |HE
,Hohenzollern - l.1 2.3 2.0 2.2 L 2,9 ; 0.9 i 063 i
Rhlne~Pulat1nate 50 . 9.5 loe4d 18.0 ! 22,8 | 3.2 0.8
| French Zome 9.1 16.1 0 16477 25.1 i 3007 5.0 0.6 :
b3 Western Zonesé 448.2 . T84.3 759.6 :962.9'.1073°o 7ol 2.3
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consumer goods, ‘has reaohed oerta%n lmmltS'Wltﬂ regamd to

_salablmlty. On- the one hand thls ¢esu_Lts r@m the, lnoreased

s

W1th durable consumer voods a'replenlshment w111 probabmy
become 1nev1tab*e The—now beglnnmng sprlng season alone co
bmlng about a change.ln thls~respect espe01ally 1f slmmlt

ower of 1noomes. But muoh Wlll degond on the fature de—;
velopment of lncemes, that 1s Whether a large decrease in r
ductlon of the 1nvestment goods 1n&usfries and 1ts umavo

the further devemppment of consumer goods 1ndusbr1es.-

L \

Even 1f 1ncomes do mot decrease, Jmeroum 1ndustrles Wlllyf'

Vver, have to reokon _n the future 1th llmlts to_u“e sale?o?

tnemr Hroduots Wnlck r'L‘the long rhr ml

“1: Droductlon. Due to~+n




ed.or evenuoxervsaruratedb op This, for instance, applies to
“ electrio household - appllanoes, alumlnum.crockery, steel goods,’
- bousehold machines; 1o working and children shoes and wiill L 'QZ
'?i'5L probabl ~apply- very soontall klnds of -shoes, . cosmetloe, eth ' 0
L In all these easee,,the market has changed into & "buyers'
773i1market" Whhn trylng to ge't an 1dea - based on. the budgeﬁs of
b fworkers and employees - as to What extent demand 1s at present
vdfg‘already berng met through such "buyers"markeos“, 1.8, markeesi{f3 |

- w1th a tendeney to- eupplles exceedlng demand the followrng ;
Tican Ye stated, Whereby large dlvergen01es between the - 1nd1v1dual;ﬁ5d
""Lander aks well as. between v1llages and townshave to be taken o
1"5flnto can51deratlon._At present “buyers' markete" probably |
1aaccount for about 40 per cent of total expendltures of ooneumers ||
j'for oommodltles and prlvate servroes, markets w1th conthulng B
””under-supply for 25 per. cent and expendltures for Whlch a pre-j;ujij
Egelse classrfaoation is not yet poselble for the remaﬂnlng .: )
5535‘per cent. It hae; however, alwage to be born in mind thau,:"ﬁﬁ fh
'uthe level. of ‘real ircomes stlll reetrlcts the living standard R
'7oonelderably and that’ a. hlgh peroentage of the populatvony
ffpartloularly tne numerous refugees who - 85111 have not been
1”fable +t0 es+ahllsh themeelves w1uh1n the economy of the sne— .
';3olf1ed area, can hardly satlsfy thelr moet vital needs° ere—.e
vvfore, demand wrll undoubtedly, stlll be: very veaotlve o o

“iprlee Tre duotlons.-[

\'Z

Ve

RﬁPrleee and Wages

.ffThe @dJuetment of prlces to market condltlons has made fur*her-"
jjprogress durlng uhe pest neeks. Thexlnoreased holding: back
"fon the part ol the ouyerc'and the exteqs1on of regular eupply
‘ellmlnate the black market more and- more. Many - black markct
prloes are at present not mch hlgher than legal. prices. On the
légal market, partloularly retail. prlcee of 1nduetr1al COommo—
dltles have S0’ far falleno Gradually, factory prlces are also
vdecllnlng although to a‘smaller entent because thej have risen.
. less than retail prlceq since currency relorm. Raw material

_ prices have so far ‘not dropped to any extent (exoent nides,
skins and oaoutonouo). Due to the unfavourable development -of
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production oosts, johans oos\nave rlse 'reoartTJ in somer rl lds
(e.g. aru11101a7$srlﬁ‘ or are abou+ to rise (1ron) Thls mé&ay
That the. 'ressure on’ orloes- as- ooiore -. affects lﬁ the flr :
-'place the p“oflt margln of taar ana whol sale rrade but,t

I;meorts of frnlSQea'go'ds ar e to be sord at . forelgaAprloes whe
'are partry substan+1allJ lower th. dQ“m"eST‘”‘C'orlces;._”‘hls a;

aotw;rlce reduotlons from'wnlch flxed saWery earnors, re01‘

"of soolal annultlos, and 51m11ar groaps marnl

“The productlve oa::cruy per worxor has already 1mproved sine

xreform can be exp rned y-an rroreaSe rn the number of hours
,worKed per hoad or personnel a o ll]as by a hrgﬂer rate of
- wWorking porformarce per hoir Even lf for many reasons (hlgh
'geroen tage of elderly Worﬁers, obuolete maohlnery etc) 1t
. oannot be DXUecLed for a 1ong tlme %hat the former level of
.performanoe W‘ll be reached agaln in all flerds of the’ eoonom
efforts should be made to ellmlnate ‘as soow as p0051ble a
'.oons;QerabLO.parﬁ of the otlrl eX1qt1ng olfferenoe in order
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%?- %o achleve low. ooets -and prices, on the one hand .and nlgr real ';}%ff

:1ncomee and the formatlon of oapltal on tne other hand

Overall Sltuatlon and Credlt Pollcy .,; f,thhfd

. L S
ﬁ;‘.: The plcture of the preeent eoonomio eltuatlon glven in thls
} ”f}report shows that the economy Jin splte of the ehorter money
’ supply iﬁ has had to put up w1th for some tlme had not to
:,reubaeot 1tself to restriotlons of any extent durlng(the paet
)-Weeks. On the contrary,_ln many respiects the eoonomy 1s
‘Lshow1ng dlstlnct elgns of recovery and @ormallzatlon.ln many

;éfields, however, partlcularly in the 1nvestment goods lndustrles
krthe 81tuatlon 1e stlll unstable and requlres olose attentlon.c,u

N

5 One “of the gratlfying.events of the development durlng the_‘
"_past weeks 1e,,on the one. hand, that productlon ln February
ﬁt; the last monfh £or Wthh data ‘are avallable = oould not’ only
f,fully malntaln the level reached 1n.January but has probably
‘faeven 1ncreased somewhat The fact that also the 1nvestment
-fjgoode 1ndustr1es are included in this: favourable development
'f proves that. the economy stlll has a strong 1mpulse of expan51on
: qulte natural W1th regard to the reconstruotlon requlrements S
and that to a certain extent, the eoonomy will always maﬁge_ "
ﬂto practlse thls 1mpulse of eXpan31on even under dmfficult '

jﬂoondltlone of flnan01ng.lx_,_ﬂ“-

- The con51derably improved supply of oommodltlee is- a'f
,,-ufurther favourable symptom. For weeks, thefconsumer hae found
' :better supplled stores ‘and dealers, as well as manufacturers o
_have found euppllers agaln Whe are«prepared to make dellverles.;ﬂ
. Thig.is partly due to 1ncreaeed produotion whloh ln its turn
s results to a hlgh degree from subetantially hlgher imports,:
"especlally from the: foreign aid granted by the - Marshall—f-

. Plan. But it ise also largely due to the fact that - caused

rfyby the grow1ng flnanolal stralne of: enterprlees commodltlee

- NOW belng produced are actually: offered and no longer hoarded.
;_If the sconomy sees its main task in. prov1d1ng an ample

supply of commodltles, then it is now undoubtedly more efflolent
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than . at uhe ‘time of money suirplus when goods to an’ 1norea5rngf-
extent, were wlthher from The marxft and thereby the supply
1tLatlon beoamo more restraln d aesplte lncrea31ng produoulon,

Supply, however,~aas not only 1mproved in volume out ar
) he* &ame trme, has oecome ea31er. In another paragraph of: thl
“report 1t has been pointed out that for aoout 40;per oent
5consumers"expendltures, supply 1s alreadj exoeedlng demand‘
fﬁand for..a further 33 per cent ot oxoendrtures uyers"
are oomlng 1nto ex1stence. Thrs means that for'anjlnorea51ng~

'“oonnectlons"” They react upon thlc ohange w1th a- greater ze”_
'and ‘as the gratlfylng 1norease in- sav1ugs aeposrts shows, '
1th a nqiloeable rev1val of thrlftlness.‘~"‘~“ v i

N
o~

On the other nand 1t must howover, not be overrooked
'taat in’ certaln sectors ‘of
decreased thus lnltlatlng a rather unsatlsfactoryﬂdevelopmen'
In varlous lndustrles con81derable ‘part. of employmeno is only/
‘based on:- the domparatlveWy large. amount of orders wnloh had
"_/ocumulated durlng the . last moriths of 1948 under th@ _'__
*'rnfluence of tne\boom psych081s and the stlll llmlted pOSSlb.
ties of produotlon\at that tlme. But tmeSe ordors -arse now
vrapldly dw1ndllng due to the small number of now orders and
the” oanoerlatlon [kl old ores._Tne faCu that produotlon has
' malptalned its level so far should. rot be - over—estlmatod in
its prognostlo 81gn1rloanoe. Should now orders not lncroaseijkf

in the neaxr future, restrlctlons in productlon will in some::

sectors be 1nev1tabre soonﬁr or later..




The decrease 1n orders 1s ooupled w1th the cr151s of
1nvestment flnanolng Whlch is ultlmately due to . the fact that

ltne organlzed oapltal market 1s still reletlver unproduotive

desplte the gradual 1norease in the sav1nge act1v1ty—and the

. banks not only on aocount of the reetriotive polloy of the

centrel bank system but aleo for reaeons of llquidlty ~;;;-

longer tle up their short-term funds for' a longer period to

~ the same extent as they dld durlng the flrst months follow1ng

- ourrency reform. This has brought about a vaouum aeopardlelng ;

ko the oarrying out of various investment prOJeots ‘and . g6, the'

",llvamployment level in a number of investment goods 1ndustr1es._r;__

" Now, however, thls vaouum 1s gradually being filled by the

utllizatlon of "counterpart funds" LR

faot that the general boom psyoh031s durlng lasftfall has oome.

%0 an end and manufacturers as well as. oonsumers are Spendlng

money - far, less:l“vishly. Another faotor is that ow1ng “to- ‘these

hlgh tax ratessmoreganfﬁmore money is acoumulatlng w1th.publlo |

‘ authorlties. A oonslderable paru of publlo funds 1s lylng 1d1e

’ for: the tlme be1ng..W1th regard to puroha81ng power, thls‘

tendency ag Well as’the stronger holdlng baok on. the part of .

consumers has' a,slmllar effeot as a. sav1ngs process.:certaln

R parts of. incomes aooruing from’ ourrent productlon are not, belng

- spent but at least temporerily, used for the formatlon of

55* TeseTves. In the long run, ‘a. real savings prooess may perhaps ! 1

o thus be inltlated i.e. ‘the final epproprlatlon of. these j'“ .gi{f@;t

- funds for’ lnvestment purposes.,For the tlme being, 1t il
nas unfortunately to be stated ‘that the strong need for ,

llquidlty Whlch governs oonsumers as well as publie authorlties

and enterprlses often prevents the funds concerned from belng

'eonverted 1nto "oapltal ie€s tied up on long term and thus

being made available for adequate utlllzatlon by ban&s.g
other words.money has’ largely been merely sterlllzed ‘80 far
- thus slowrng down “the velooity of. money oirculatlon, but no
i“ capital has been formed yet

© A
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Wewertheiess, he D”O yeets of: LJnanolng 1nvestments-‘

resultlng from tnls 31tuat¢oa are far more Iavourable bhan

Jhey Were sdme

ow1nﬂ to thelr

short supply.'ln oartlcul

try to ease oy ”a;E crealts the stralned money Supply s;tuat.
Whleh arose in tﬁe-oonsumers gooas seotor by sales dlffloult
The entrepreneur must reallse tnat hlswproductlon 1s now ag
steered by the market Lf he- canpdt scll hlS products hei”i
‘qave to endeavour to overoome these dlfflOUltluS by prlce cut
or by reducﬂing hlS proauctlon 1f produCulon oosts do 0ot pvr-

a"further.lowerlng.of rloes. 'In this menner only will it be

;
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‘ 7lto the volume of credﬂts ex1st1ng on.- 31 Octobsr 1948, pas beenn
-dropped Thy strlot requlrementS‘w1th reV_,d to- bllls of

' ,eXchange submluted for re dlscount put in foroe -on- 16 November‘ 
stlll '

2,1948 by the declslon conoernlng restrlotloﬁs are, however,
ﬁ:to ba fuLLllle There ore, flnanolal lnstltutlons are exnected

 to continue to- apply a cautlous pollcy w1th regard to credlts
_.ﬁand t_ﬁgrant credlts only in those oases Where a real eoonomlo
»jneed estts and uhe grantlng of nredlts complles W1th.fhe"'

}iprlnc;ples of’a;sound banﬁlng pOlle establlshed through ¢org

fT) The press comment reads as ;OllOWS"The CLedlt r, ctions ’
— igsued in November ¢onsisted of. strmoter pTOVLSloﬂs concerning - f{f

5‘the,r3qp1¢emenus e be fulfilled for bl;ls of-exchange submitted _gﬁ“ ‘
' For discount’ and in the. Timitation. ofthe credit. volume: of o

“individval finsncial ingtitutions. .This rationing redits 18
“,yjhad beer rescinded by. the Board:of Directors-in its eeting 1
“vof ‘22 March 1949, .since the developmpnt during % st weeks |
V¢ JuStlf1ed the! assumptlon ‘that this méasure was n ger

required and. the financial. institutions would act:Vvery

‘_oautlously in granting credits also without it. Thus, the
“abandement ¢f. credit. rationing does not mean- that credit

. expau510u Woujd now be admitted but it is only. the pvactical

_;result from ‘the concept that %the .short supply of money.
‘necessary for maintaining ‘the stability of the DI can now
‘be ‘ensured by normal bank . of issue practices, i.e, Dy a
discount policy adgust ¢d to the reguirements for the time
bplng @rﬂ Surlct reaalrbments for the- qualltj of bills of

) exonappb : , T
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- the "counterpar*~lunes” resultlng from "deferred 1mporte“ Wllﬁ

-.takes place along thls llne, th re .

this: dlrectlon have been taken.
.lollow 1n the”

‘*Hat nevertheless the stablllty of the curre“cy w1ll not be geo‘
ialsea anewv Consumers and gsavers can thus place the oame oonf :
“into the future derelopment as the emfloyee. o

of lo Marcn has, nowever welcomed the fact that large amouhts'f

be released for. 1nvesume1t purnooesl): If the monetary eXpanslq

xtent of money supolJ will be malnualnea, The flrot steps 1nt

muruher measures'wlll probabl'

1) The statement Teads as follows: ”The lack of long—terﬁ *unde
for: fihaneing . important investmwents is certainly the most
“important reason for the rise of unemploymen+ beélng obser

during the past. weeks, This lack cannot be remedled “however,
by expanding short-term bank credits if mest’ serious fallu e
is to be prevented. The reconstruction of 1ndustry and-*
destroyed housing -cannot be financed by way of bills of ox-
-onange.-The Bank deutscher Ldnder attaches the utmost impo
‘tanee and u?genoy to the problem of 1nvestment ‘finencing and
‘is. very much in.favour of now making con81oerable amounts
from: accruing 1mport funds available for the Reconstruction'
Loan Bank and thus taking an initial step which will rot fail
to have favourable.effécts an production and labour. It is,
however, necessary that the rapidly 1nereaslng funds of pub 18
authorities be also mede available for investment purposes. a
quick as possible and in-the most appropriate manner .and
further that everythlng be .done to c?feotlvely promote the
capital mgrket and -the formation of savings.”
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