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s._'(l) Money and gredit
“ffV} G;antlng of Gredlus

f;Gontrary %o tne_urend of - the monthS«following currency reform,:

‘the . expan81on of banic crealts nearly came to a-complete halt i~
_ ;durlng tne first. three'veehs 1n January. Durlng the firat three:ﬁ
"Weeks 1n Janualy as well 28 the last week 1n Dacember the 112 -

W weekly remortlng fL aa01al 1nst tuulons ewen recorded a slight._,

']deorease “in ‘sho: - te*m credlts to non—bank ousto 1875, dowever,
bu81ness "has always oeen s7ackﬂmg;dur1ng this perlod so that
a'tbs slow1nﬁ down of .credit expa481on may be. only temporary.
-Actually,,mhls restrlctlon OL credlts 908881tated by ‘the prlce;
_ SLtuatlon, did not. oontlnue Qhrlng ths ‘fourth week of January. '
>_Suort term'credlus granted:to the qustomers (excludlng banks) .
by 112 Weekly reporting financial 1nsr1tutlons (comprLSLng‘uae-
heaa OLflCSS of mOSu'Of the larger oommerclal banks) agaln

' .1ncreasea by 4o mllllon Did Addlng the 20 mllllon e _ncrease

 'of the ¢¢Lst three weeks in January, the total increase in |
 ~“ed1ts vrantea by these. 112 financial 1nst1tutlons amounted
to- 60 mllllon DM in January. This' oredlt expan81on again
beneflted almost exclusively the economys« Only.B mi;l;onuth
of this total'w:nagfanted to public aﬁtﬂdrities; It is notable

that current aooount credits (+ 78 mllllon DM) mainly’ aooounted il

K for the Increase in credits whereas credits on bills of eX~.
change (SUOOK of bills of the financial inst 1tut10ns plus ne-
sotiated bllls) decreased considerably (-~ 39 mllllon DM) «
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Graphic Illusirasiion of the

SN
Econcmic Developm in Western Ger—

nt
many, cf. German Issue, page 2.

ﬁuring the printinﬂ of this report no figures were‘available
on the total deveWOpment of bank credlts granted to non-bank
customers du_lng Januarye The probable total 1ncrease, however,,,gy
can be oalte rellably estimated when using as a basis for thls im
oa¢ou*atlon the’ oredlt expan81on With 112 weekly reportlng flnan~'
cial 1nst1tuu10ns in proportion to the share the crealts of thls i
selected group had in‘ the total amount of all bank credlts at '
*the end. of Deoember along with other 1nformatlon essent1a1 for
¢dg¢ng uuLS development Acoordlngly, banl credlts granted to
economic: enuerprlses and prlvate persons Wlll have lncreased by
arouna 230" m17Llon DM whereas credits granted to publlc autno—
rities W1¢1 hawe decreasea by apprOXLmately 30 million DM.

A

Against thig ; the c e n.t ral bank sys g e m showed
a downward trend.in'oredi;s granted to non-bank customers durlng_‘b
uaryc Cash advanoes to public authorltles - the limit of
'.’;s stlpulated in the 1nd1v1dual Laws on the Establlshment
the Land entral Banks and. the Law on. the Establlshment of. .
_Eaﬁk.deutsoner-Landel and' hitherto had only been reached in
a Tew Eiﬁder'é dro“oed by 21 m'lLLQn DM to 68 million DM and '
onwy the stock of t“eesury bllle oL the Linder 1noreased
slightly (by 0.6 million Dh) +0 1.1 million DM. Direct oredite ,
- bo eoonomlo enue*prlses and prjvqee'person whloh pursuant - to the
legal provigions on -the Lormer Reichsbank nay Sulll be granted
only by the Laaa Oen*%aL Banks in thé Trench Zone likewise de--
creased by 7 million D to 18 million DM. Thus, by the end of-
Japuawy, central ‘bank orealts granted to . non-bank customers
amountea.to,87 E%LllO? T as . oomoared.with 124 mllllon Dy durlngn
the preoeding-monthe
Money movemelts‘*O“ the settlement of forelgn transactlons whlch
ere handled exoLusovelJ by the Bank deutscher Lénder as well as
21l other payments booked on forelgn trade accountg likewise did
not result in any creation of money during January. On the con--
“trary, due to higher-deposits by importers, a contractive effect -~ .
although small - was achieved since the credit balance of the
accounts maintained for the settlement of foreign'transactions
after having increased to 226 millioﬁ DM on 23 January dropped
to 155 miliion DM by the end of the month and. thus ﬁas 13 million
DM lower than the credit balance at the end of December,
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The total o rea it ion of credit (hank credits,
Jdirect credits of the central bank system to non-bank éustomarsp

i
{

money movements on accounts for the seftlement of foreign tral
actions maintained with tis Bank deutspher.ﬂénder.)'wovld “there-
5

;?cea wirh 37f ni13lion DH i' ;ng

(‘

}_J

+’Ofe, have to be estimeted at a net au “QUﬂﬁ ot approxima el
oz

"ﬁl;leﬂ‘Lﬂ during Janaexy-as.5 

.[_,-»

Decemoer and 685 mlﬁLLOQ DM d“?ingaﬂovembe ' qus, the crea®ivta

of credlu o¢fuhc oauk ing system as a_wh07e Qlﬂro¢aa1ng tﬂs

?

-fflnan01ng of forekgn t,qﬁsaopfopsuand aﬁ est;mated amount of |

oredits- granued by i ralqial'insti. uﬂons not. 1nciuded 1n.tne,
H:banklng staxlst ics ~ pxactigall*7tbtglled“5200 million DM o

31 January 1949 ’ .
_ T
Orealus granted by lLZH"“dJQ&;L 1n3t*uutzons
' 'during'” aary 1943
(in x l;llOﬁ JM)
v T _
o ; to eooLom,o ent Drprlse '5a@»"' i T
total i :

private peérsons i %o S to

B —— T U public Finan-
Py ‘ ' X ther of o LT g L
P R s ‘ - 'hutnorlmggla¢,1n~
B nt ’ J“UO¢8¢'«OthGF . ties. rstitu-

AR S 2 SRR it short- _;‘ » Lt one
! o Ctotal aoooun., liabill shoxrt ! 4‘>t Q s

RS o . and ‘ac- ?1gs on .. term v :

o ¢ cevtance accound ﬂ,C“edl S
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Tiquidity of Banks

P

Apart from the lively credit demand, the favouradle dJdevelopmen

i
_J
CT‘

of liguidity undoubtedly. influenced the business banks' inclina-

Q

tion to grant higher credits. Due te the repid decline of no



W‘portfollo as w1thf102 mlll on IM 1m.Deoembe“ because 1n January;

in circulétiOn.a““+ng the firsy three weeks..of 1549 -‘by 23 Ja~
o) 1 s} 3

wuary, approximetely 490 milli

=
to the cash offices of the banks from circulation - 'he’banks.“

were temoorarlly enabled’ Galte t&eirvpurokesee bills infe’

s

their own poru1071o and thus to gradvally . d _mlrlsh thelr coJmlu-.”ﬁ r‘
ments with the'cer al oaﬂk edcfem, In tbe fourth meef of aﬁuury;

';the 81+uat10n of the banks again beoca *-gnter due, fo. a 337 mll

' llqn DM 1ncrease 1n.notes 1n cirey latwouo'ﬁy e end ef the men

it Nas only 152 mllllon DM or 2 pe eenge'Lower than the pr . vious.

peak of 6 319~m11L10n DM at ‘the. y ar7~ eﬁdg,“*_g;""”'g:',fh !;}ff

l_‘ :

The Frend of llquldlty w1ll be l_iusur tea bv'u 18 'aet that tme

C 112 weeklj reeortlng lnSultht oqs 7"eeu_scour*'ed onlj 39 mllllon DM ?ff 

during- the flrst weeﬁ of January and only 60 mlll;en JV'durlng
the thlrd week, The fou;-weegs"ave age of b 1 “edwscounted W .
nith 79 mllJ_lO‘l D in chlu ~the same per entage of - all bllls m'

the tOual amounu of b;lls DUIOP@SQd was - smaller tpaniln Decemoer
(Ohlj 168 mll lon Dm as comp"“ed wltP'ZlY m*lllon DL on the four o
weeks' average) In propothoL to tn Hotal! of o“edlts granted by

the llﬁ flnanelal 1nst1tu (1réiualng credlus to L*nanelal

-1qsultutlons) tue anount of Q“SQUQﬂLS, uoweve¢, dropoed ~

on the four Weeks’wave”age.-'Prom 5 per cenu 1n,November LJ

4 per cent ln Decemﬂer aﬁa to- 7 per cenv.in. Ua@uafyo Inlsfureud

1llustraﬁes the 1ncreas;ng share of'eurrent acnounb credlus

joredlt expanslon.'Ls.a resu edits grwlued by the central

‘bank system to the flnan01a1 |ﬂSu1tutlons aecreased by lo p

- cente durlng January and’ amoan*ed t0 1.499 m¢llﬁon m as of ugé;

end of the month 1nclud1ng 1 29 17110m QL on qe‘ba51§.0¢

- bills of exoha.ngeu

"In'the oase of the 112 weeicl J reg oru¢ng banﬁs, the.develebmeﬁt‘fﬁ‘
of'ehort term credltSto flnanCLal 1nst1tu+1ons 1lkew:Lse seems

to indicate an J_noreaSJ_nO llqﬂld;ty of the. banklng ssystema
These hrOdlts deereased By 44 mllllon M to. 730 million DM in

7January. ThlS development ]S, however not rel ected “ﬁ_a deorease

inethe total amounu of inter —banx ¢1a91¢1t1es of tae same group

of flnenCLal 1net1cutlon given in the weekly oan»Lng qtatlsu¢0ﬂ

On *the contrary, these Jiabilities cvcn increased by Ho mllllon<Dk

~to .287 million Dmo howevery in this oase, tThe plC ture does m0u

seem cleegr due to corrsctions being made, L reliable ev1ae ce

for the increased liquidity is the decrease in interbank- lablth—

ieg of the 112 finencial institutions against Tand Gentral Banks




i
in intesr-hank-iiabilities agalnst the pledging of equalization g
claims by 26 million DM to 51 million DM. ..y

With regard to menetary po-¢o" however, the trend of lnter—bank~g
¥

indevtedness, excluding the banks' indebtedness with the central

benk system, is herdly of any importancs. A decrease such ag jj
was recorded during January, therefore, did not neutralize the:‘"j

increase in the money volume comnected with the SLmultaneous
credit expansion to non-bank customers. . The oredlu relations bet-
ween, the banks “egardless of whether increasing or aecreaslng, ¢gﬁ
can on,y becone 1moortant W1+h respect to monetary policy if -
- the ntral bank of 1ssue (Zenuralno+enbank) is Wllllng to pui—'“

245 million DEF Yo 70 #illion DI and particularly, the decrease |

chaée the bills of exchange created tnrough these credit relatlon?‘

The far“eachln exclu81on of bankers’ acceptances from rediscount\
g

monthly averege, tacy amounted to 342 mllllon DM or 30 per cent.

of the reserves reqairea. In January, the rapid deorease of notes
in ‘circulation again eaused the C“edlt balances of the financlal :
institutions to 1ncrease, so that theJ reached a peak of 1.668 '
m¢L;1on D on 23 aa_uarj. ot until the fourth week of January

'did a decrease o l.44o million DI take place as a result of. the Ji

~increase of notes Ln circulation. mhus, the aredit balances of
Financial institutions lagged behind. the figurae of 31 December
1948 by loo million Dm.but;.however,,con51derably exceeded'the_

regerve required. The January average surplus reserves of the gyg

Ticencial institutions of 382 million DM oxr 33 per cent. of the

reserve required (L. 161 million DM) were cousiderably higher. ‘;ﬁﬂ

hfhan ih December “Jontrary to the trend prevalllng in December
Whﬂca was moley dve. tc larger credit demends from the central
bani system - probably based on the fear of an increase in the
dl%vowﬂb ‘rate -~ ths %empo“ary large increase in cash “EServes g
aur ing Januavy had not been contemplated. In some cases, this
develoﬁmenu placed the banks in a somewnat embarrassing posltlon
since tﬂcy could not utilize their 1mproved liquidity for the
purpose of glaLtlng new and higher credits without violating
credit directives of the Board of Directors. On the other
considered it favourable that, in acgoor-
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~-‘could have proved +o be d0uou?ul in view of the letest business

trends.

A oertarn counter-effect against the - factors workrne for making thaf;‘
‘ banks' status more liquid wag temporarllj produced in January - |
partlcularly azound . Mid-January- by the considerable increase = |
in credit balances of public autnorltles w1th the central bank_ =y |
system which rose by 230 million DM to 1.564 million DM on :

15, January end dropped to 1.413 mllllon DM at the end. of the =

v'-‘month but were “then. stlll 78 gllllon DI hlgher than the prev1ousg.-

fmonth's level. Thls lnorease was ohlefly reflented in the ore¢1+j
'wblances of Staatskassen. ' ' | '

'Depos1ts ' u

",Dep051ts of non—bank customers w1ta toe banks ‘again COASzaeraorf}

~""’~;,J_noreased durlng January due to the oontlnulng oredlt expan-.

81on“and the decrease of notes in oerula 1on. Lnls increase
:“Was supported by . oonver81on of Relcqsmark- redit balances which

':jls sthll not term1na+ed In the oase of the 112 Weekly reportlng

Jfflnanolal 1nst1tutlons, ths 1ncrease amounted to 226 million:: DML

'CgThe credlt balances of pubrro.authorltles, however, account for -.'|

:the magor portlon of’ thls increase (+ 194 mllllon DM), whereas L
,sav1ngs depOSluS increased only by 31 mlrllon DM and the '

",dep081ts ("other oredrtors") only by.1 mrlrlon DI, rhese

reoorded by the 112 weekl y reporulnv 1nSUrtutlons do not.

Graphlc Ilrustratlons of

(l) the structure of the momej volume
in the .specified area (Taorunésgeblet)
as of 31 Deoember 1948 .and .

(2) the origin of ‘the - money volume'
- in the . specified area
“as of 31 December 1948

cf. German Issue, -page. 5.

2 reliable eétimate of the total increass in bank depos1ts durlng.f
'fJanuary; due to the uneven dlstrlbutlon of tﬁls 1norease in
deposits._ﬂs is known, a oonﬁlderable part of uﬁe oubllc credit
'balanoes are'malntarned with Glrozentralen.und Landesbanken which
chiefly belong to the group of lnstltutlons renderlng weekly
reports. Due to this development,ilt seems likely that. the

share of the llZ'inStitutions in the total amount of all- depositsr
increased in January, especially since deposits with the central
bank system other than those of public authorities did not in-

crease during January. Lccording to partial figures available,

-6 -




ﬁepdsits with 112 finauéial“institutions
in Janueary. 949 B
(in million DIM)

-ﬁblodked‘dépésits?' . free deposdits

blocked | 1nvest—?@uoual_ .. anh eﬂrveﬂo'f -
;account iment - }(excl. - : - ‘ o
Lo account;qdepos1ts depos—_r_depos- ‘savrngs d39051ts
OIS O . iof f1nan~1ts of Tits of : depogits of fin-
i :-eclal. . " public - . other . gw‘ L Llancial
T ing ‘auuhorlt credit~ : 1nst1tut-

b

Sors o b b 1ans

1065 1756 . 2 4”" 628
sa imee | s 667
55 1-757 © 270 /1§56

‘j+,l94u .E;f}ki fé_+ﬁ§l |

N

Percentage snare in the uOLthij Jau&ng statlsulcs
2o overall Sua+1stlo ) : ,

23 8 33 6 .3 ‘5.2::3 ‘ “ 3‘2;7‘2’:3_' _ l‘ :

1.

With regard/to savrngs accounts, it is remarkable that the 1n1tl.
stagﬂs of . a’ more favourable trend he come apparente 48 mentloned“ ]
before: the lncrease in sav1ngs acoounts reoorded by 112 flnanclal‘
1nst1tutlons, 1nclud1ng 21 savrngs banks, was 31 mllllon DJ.‘It

- is to be assumed that only part of this amount oﬁglnated from-'f
.thu oonver51on of old Relohsmark oredlt baWances whereas the
remalnder_results from actual new sg vrngs. Oash in~paymentsonsa%*
ings aocounts maintained with 112 financial institutions anownted
~to 3.2 million TM (weekly average in Januarj), cash withdrawals"
'-to 3. 7 mllllon Dui, "4, e._oash w1tndrawals exceeaed cash 1a~p&ymont“
only by 0.5 million . Since savings asccounts may only de: ilero
of in cash Whereas on' the average, appro lmaiely 50 pexr ce

1n~paJments are made by way of transfer, the 1n51g11f10anoe of

)
i
nt. 0L

[

-7 -




3
_..n

ash transactions can be regerded as reliable

, c
e in-pa 'Le*ﬁ eyceed1¢g withdrawals The phase of a.-

large excess oTf withdrwawals since currency reform which, how-— |
ever, for qu;ue some tlme has shown a downward trend seems to~
have been. overc ome and suaerseue by the formation of new

‘savings.

~

Loney Pates

'money wes .easy .on the money market, parulcularlf durlnc the
first Jwo thirds of the month. On¢y during the last third did
a deollﬁe in the éupbly of money oecoue apparenu. The last day
of the month bro u gt no. particular mone tary strain. The uredo—‘
mlnautlv quu“d status 0T the uarﬁet caused a furtner docllne
in rates. In.tnls connectlon,lt may be p01nted out that, uhe,ra—
tes were most Ly nomlnal Qs durlug the. previous monuh and o
.uransactlous on this- basis. could not ea31ly be e ectca.'ln’hl
#ZWranﬁ furt, - day—to—duf moncy'wus around 2V2 to 7} 3/4 per ‘cen t{,

{and monthly loans arourd 4 Yo per cent Oommer01al blllS»’. -
“endorsed by‘banas were in- 5reat de 2ond at axbe 01 4 %/8 per cent
1c1uco bﬂnxers aocentances were rarely o¢fereu. Ior bankers'*&!
‘acoepuauces ellglble for realscount a nomlnal rate of 5 per
.ceAt,ﬂaq quoted. '

CaBitiT iy wet

Although'the tux nover wa s Very small the bond merket was ﬁdrkedf
by sharp price advances durlng January. The duufercnce between
- the yields of the old 4 peL cent. Relchsmark mortgag e bonds' .
and fhe 5 per cent° issues 1bsued so far decreased acoord;ngiy.
zThe fOijOvLﬁg v1e7a kave bee ouloulated at the end of
'Januaryf - o , _ ‘ o
4 per_ceht. mdrtgagé'bqhds,'priceﬂé DPeCe; term 10 years =6, 80 p c.
40 we. o w o w g 20 " =5 3/4 p.c]
goomo o n g 50 " =5 3/8.p.qM
5 woowm v s 20 . =5, 16pc.

A 40 million DN loan of a large Bavarian powe suuoly plant of .
a ten years ucrm was prov1dpd with 6 1/2 uer cent. interest and
wes overqubsorlbed Apart from +the issues subject to abprovaL,
bond loans have been raised by several well known enterpriges
which are not subject to appvoval under Article 795 BGB (Civil

/

Code) since these vonds are registered. These bond loans are

- 8 -
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L.

prov1ded w1th varLable Jn+erest rates of one per cent., -over th
central bank d;scou:t and have been plac oats de the market ..
Seen from.the indivi dual 1ssa1ng enterpr ige loans ‘don't

seem to ‘be- qulte unob j ectionsble on aoeeuﬂf of thelr-uncertalg

and possibly flvctuaulqg'ouraen of" 1Dtereste

s

After a sllgnt 1n1u1al le“OVpTV u%e syock marﬁet was und
renewed pressure to se; RS wnjch.ﬁ;;b few exeeptlons,kcaused _
prices to “drop - 1n some cases to a conolderable extent Howeve ’
during ﬁne last days in. uaﬁuary, a *u¢ﬂ{¢n'uhe Lrend couLd be .

notlced followed by a “ema“1a le. 1n0“ease in some pvloesy ’

(2) Publio Flnances

In Janua“y, Lanae“'?“nanoes raln 'eem{uo nave developped
favourably5 after new delLC ts had QOVuﬂ%ﬁ,*n December' Due to
“the- dlsconfinuanoe of cert ala utatistlcs.there are eVen *ess
data avallaole than norm llrn Powever, ~:cieral con51deratlong- ;
on the seasonal rhytnm o?'pub71e reveﬁues and: exnendltures as: d
Well as the tre“d of depoeius'of pvbllb auuhorltles on ‘ne one
hand and the 1ndeotedﬁese o= pebllo autnorlt"es on the onﬁe

baud, 1nd10ate an lmproved e*tﬂe+ﬂon of vubllc bvqﬂeusﬂx

~

I e \\-,~.-< = Lo

In Sﬁlte-nf monuhly advance Da “mento\on aesessea ¢nco e tax 5;&3
corporatlon tax 1nuroduceq in eonneCulon w1th currency re*o_m,;”~
the revenues recelvea at uue end oﬁ_%fe“quar+er are’ st11$ et
than in the other two mon Uhs, Wus* uﬁe same Bs was saown by ‘
deVeldpment 1% October.VFOM- this - reaSOﬁ, January‘uax *efeuweofﬁ*
haVe probably beeq con81aeAaoly hﬂgner than Deoemoer revenues’
Wﬂich amounted to abouﬁ 1 pillion’ Dh in the Gom hined.- Economec
Area (about 1. 1 b11110n DV'¢n the spe01f1ed/area). Due o a’
further 1ncrease in *urnovers apd Pcomes, gtill hlgher revenaesu
are to be expeﬁtedg_Assumﬂng that the upward trend of +tax
revenues observea during the last months, contlnves, Januarv
tax revenues in the. specified -area w111 probablw have been
rOund 250 milliop DM higher Lﬂan Ootober 1"evelrmes (1.112
mllllon BM) and. will have smounted to about 1.4 pill 1ion DM. -
Aceordlngly, tax revevu lreoelvea 1n the SDeC“fled ares dur;ﬁgfz
“the perLod Novenbe; 1948 Yo J nuary ¢949 will nrobably Lave’;
been about 3.7 billion Di. Calculated for one year, an amougﬁf'f
of roughly 14.8 billion DM would “esul so it may be assumed
t?at the tax revenue will be hlgﬂer vban that of the tiscal

e




7/ 8 fa%out 14.3 0iil
lntroduoca 11.5-“0
ndo “st dly refl(cto uo
productlon apd prﬂoes in the

The connaratlveWy‘31a p rise of p cep081ts w1th financi

iR

Lnstl*utions shows. that +he reveiues oF tpe Tander Wlll LJroba&,‘.y
avalu have develOpeé r fl : rably in Janaary A¢thouga +h
aep051ts oontaln cons*ae ale‘ usb reserwes of other puallc
‘bOleS (3001a¢ Lﬂsur owuy L_L_lm:arJ Gov rnments, Ge elnaen,
Railwey,. POny, &c ) ‘and IDG“T adtual amovnt 1nfurmsonly +o a_;'

lipdi ted exbent on tne C%Lh resewves O;_u“C ‘Lénder, they‘qavei”

' alWavs been develqplﬁg rearLJ 1r Lno same dlrectlon as +le cash

' reserves of the Jande mbe”mc scase in dep051ts of publlc Q_
avthor1t¢es tn 1¢2 weeLLv;reDoru;ﬁg Ijnaﬂc1al 1ns tutlons
durlno uanua_d.}as aoout '“_gh as that durlng Octooer aﬂd
-dovember when‘uae bander bu cts D JC“CDQ sa¢pluses, and_

;1ncrease njdep051ts o-*pvbllc.a%uhorLt es w1th L&

Tanks was even: h”gher "fﬂé“:‘, N .f;i

S¢noo-data O“'bpe OXyend tu¢es op t e’ Laader ale not avallaole,
the exact amount of *he Su_pl 4s Drodvceu 1n uanuary oanrot De j*‘
usuertalned It can be assu_ that January expenultares Werc
llfew1se very hlgh TﬁeJ gg em to.have consvde¢aoiy 1ncreasea
~éspe01ally dar*nb the last! weex of Tonvary, 51nce de“OSluS

of publlc avtforltﬂec_with“lIZ*WG xly reportlng fluan01
1nst1tutlons and uand Central banko decreased more than in- the
'comparable per;od-o ;une Drocealng months. According to 1nu1v1~-~5‘
dual reports receﬂved ucoupa+won costs, in partlcular, have. . .
shovn?marked 1ncrease lately It can be con0¢uded from theﬂ\ fU
;hcrease in cash hOldanS (about 3G0 ﬂllllOﬂ "DM) that the
surplus was. llkely to" have been nig npr\than aurlng ‘one of uhe
previous months (1n the Conbined Econ omic Area 75 mllllon DM

in Octobér and 8L 211110‘q Dﬂ_ln TNovember) . -

In this conjunotlong.it is very *mpo*tanu from the vi ewp01nt
of monefary polﬂcyﬁt}a:=t:e formation oi surplusos uurlnb
ath re esulied 3 slge e:4ept in an increase
' oc1dra~ bank systenla Dep081ts of
' wriciy apars from she

of social insurances 1in sone




increased from 344 million DM at the end of November to
miiiion DM at the end of Dvcenbor and to 597 million Dil at
end of January. The decline in the indebtedness of the uaﬁ—'
revlsteroa during Jan aary, likewise had restrictive'effects
on the supply of money. o cash“dredits granted by Land “SHfral
Banksto the Linder smounting to 34.6 million DM at the end Of
ﬂéoember,. only 6.9.¢ million BMZwere outstandlng at the end of
January. Scnlesw1g~Folste1n accounted for the total of 6.9 mll;“
ilon DM. For the first time since eurrency reform cash advances
o the Idnder in the. French Zone have completely beern repaid
nich gustlfles the assumptlon that the financial s1taat;on 1n
these Lénder had improved in January as-compared with the preaed

ing months. )
{

For the Tirst tﬂ"e du rlng the last months, the buaget of the
 Combined conoh*o Areg ¢1kew1se dld ‘not requlre any creditse. The

shinﬁbnu of bankn otes to BerLln (40 mllllon DM in JanuarJ; _
charged to tre Deparument for Wlnance WaS fullj raised from

oralnary budgeu revenues 5F tLe Depar+m°nt for . 11nance fco¢1ee,1[

tax, emergency'aid for Berlln) In. adaltlon,'tne cash ad_ance\
”alSCC in Jovembor from the Banﬁ deutscher Lander amounbihg‘to_
50 1 1¢110n DM - 42 million DM of which were still outstandlng
the erd of December -~ has been repald excepu for 28 rllllon :

. DM. The 31tuablon in the: ‘other publlc budgets (social. insurance s"~

Gemeinden) probabLV was now d;ffe“e 1t from-that in the pr"czoc‘.1 gfif

.months. There will presuuably Sulll have been surplusecs of soci
Asurances on the one hand and.- certaln def101+s in the budgets
of the Gemeinden on tne other hand. '

The probLem of tax reform has stlll been norougnly disct ssed
and was brought to a prellmlnary conclu31on‘bv the Eoonomlo'

'voun01¢ passing the revised Law on Iacome Tax.,Pursuant to this .

Law, the oontemplatcd tax recuCulon is to be granted in the form'

of increased special expenses, dellltated depreclat 1ons and
aaaltlonal Tavourings on non—w1thdrawn profits. In adalb_on,
the law on the so-called luxury tax which is to be collected
in the form of an increased turndver tax (from 3 to 20 per
cent.) from mesnufacturers of uxury gcods and from all per-—

formances in expensive restaurants has been discussed in the

first reading by *the Zconomic Council. Within the supplementary
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budget of the Combined E onomlo Area amountlng 284 million DM ‘
Whlch nas heen passed. in the meantlme, an- export lefy on coal hai
| been dedlded uwpon for the parpose of sub31alzing tne uarglnal .
enterprises:of the mining lndUSurJ. In- adaltlon, the Deparumenu ;”*
for Elnaﬂce proposes for the oomlng flscal yea;, a tax on ”aSO¢1ﬁe
in connection w1th the 951 mﬂlleon DM budget of the Comblred ‘%-,;
‘Economlc Area which 1s to be used for flnanclng the Berlﬁn—ald
budgeted at 480 mllllon Dif. Slnoe the prellmlnary Law on uhe
.‘Aqualizaﬁion of Burdens has nou yet been apbroved by h111+ary
vorernments, ~the flrst pafmenﬁs or the eouallzatlon of burdens
'"prov1ded for 20 T*‘ebrua:c‘y could not oe eI*ected.,' -

: (3) Forelgn Trade and Money Movements on the Forelgn Accounts
' of the Bank deuuscner Landee" N

)"'\

ﬂore:wn trade uurnovers of the Comblned Economic Area in Junuary ‘
did not qulte reach the 1evel of the prev1ous month. In paltlcular;‘
.. - the impart of food 1ndustr1al raw materlals and seml—flnlshed |

L Toreign Trade fﬁ
(Combﬂneq Economic L“ea)

(in mllllon DM)

In p orit fnfff iv_~E xporxrt -

montnly !:ﬁlfi f‘f@l"ﬁOnthlyi%
average | average | g o
first second! SO : flrst *second¥§gQ fgid
1 half ‘half | . half |'half | ;*' g
Cpof i of o -;' ot b et .
i 1948 1948 ‘_f . j ' 1948 '1948f : P

1

frooa Industry o 124 5 179 6 226 61147 g “__Q 3,5 13,50 12,4
iTndustrial R B o B 'E o 35
flommodities . ; 70, 6.152 6 258 9 168 ? 76 2 218,5i ;241,513 !
raw materials i 39, 2: 82, 7 s, 1 75,8 21,9 54 55,5 1l
‘seml—flnished : o ; ; _ i i l
goods oo | 24,33 51,2 88,51 65;3 23,6 66, 8 78,3, 81,2
‘finished goods =~ . TaY 18,7%;25,52 27,4“_30,7 97, 3 150 5¥104 g !

i
pre -manxfactured

products AREY: ”10,9y:+,,5% 11;'; 15;7;,51 1? 81, 7‘ 2
end products. 2,7 1,8 11,8/ 15,5 14,0 46, 2. 68,8 6

e e =

S T s R

*195,1 332,2, 485, 5. 315, 5 80, 8 222, o 290, 2 25 o;

goods decreased mhe export of 11nlshed goods alSO dropte

con81derably whercas the export of 1naustr1al raw materials and

semi-finished goods was higher. On the whole imports decreased
’ | - 12 -




more than exports so that the deficit in foreign trade goods
trensactions declined from 195.3 million DM in December to 6l.4
million DM in January. Not too great an importence is to be
attached, however, to these fluctuations from month to month.
The basic trend of foreign trade continues to be on the upgrade.
This particularly applles to the development of B-~imports for
vhich the inecrease in the credit-business (Akkreditivgeschdft)
with the Bank deutscher Linder indicates a sharp upward trend.’
The number of letters of eredit opened with foreign banks in
favour of foreign sunpliers of goods since fall 1948 amounted’
to 3074 in October, 3422 in Uovember, 4654 in December, and
6714 in January. Iiabilities from letters of credit on carrent
inport transactions 1ncreased from 195.7 million DM on 31 :
December 1948 to 294.4 million DM on 31 January 1949. 4 further j
inorease in ERP~-imports is also to be expected. By the end of
January 1949, commodities valued at roughly 100 million Dollars
from ERP-funds had been delivered to the Combined Economic Area,

- and at the same time, ‘contracts on deliveries up to sbout 145 -
million Dollars had been made.

In January, payment trensactions in connection with foreign trade
again develogptiindependent of goods transactions. The payments
of the DM~equ1valents of 1mports in Jenuary reached a level
eonsiderably above the average of the previous months

Payments of Importers
in million DM

monthly average | GARIOAé , '
and/or month ERP and STIG B-imports total of imports i
imports : , e

-

—

July-Sept 1948 . . 171,5 52,3 223,8
Oct-Dec 1948 182,3 0 109,2 291,5
Janwary 1949 184,3 132,4 316,7

The average monthly disbursements to exporters since the
establishment of the foreign department with the Bank deutscher
Linder developnl as follows: about 135 million DM during August/
September, about 45 million DM duxring October/December, and
about 280 million DM in Jamuary. It has to be considered,
however, that in January, as in the pfevious months, a number
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of special disbursesuments have been made apart from the disburse-
ments toesexporters so that on the foreign avcounts with the Bank
deutscher Linder as a whole; no money was sterilized (although
there was no longer a creation of money). The inflow of foreign
exchange o the commérdial'sector of foreign transactions (ex~
ports; B-imports) continued. The foreign exchange credit balance
of the Bank deutscher Li#nder now emounts to about 1/3 million
Dollars. o

The foreign exchange receipfs»registered by the Bank deutscher
Linder on behalf of the individual JEIA-agencies give certain

clues to the regional distribution.of foreign exchange receipts
within the organization of JEIA. In November/Decemver individual

L forelgn exchange receipts under the 0ld export procedure amounted .

£o about 165 million Dollar, The folloW1ng table accounts for
'~the1r regional distribution .

. : in 1000 Dollaxrs
Essen, Coal = 68 605
Nbrthrhlne/Westphalla - 37 521
Bavaria : 11 229
Hesse . ' . 10 874
Hamburg 10 737
Wurttemberg—Baden ' 10.061
Bremen R 6 551
Lower Saxony : : 6 474
Schleswig-Holstein : 2 707
Berlin o ; 728

Within the new export pfocedure, about 89000 export declarations
;ave been submitted so far. The>registered export value as
converted from the individual national currencles into Dollars.
,amounted to:
in 1000 Dollars
until 31 December 1948 . 821
from 1 ~ 10 January 1949 4 082
no11 - 20 " 1949 8 951
21 - 31 " 1949 '

‘Total

With regard to exports, the new procedure puts an end to the
previous sub-—-division into zwo completely separated sectiouns,

- 14 -
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i.e. the DM-side and the Fforeign exchangs-sids. Due to the B
pro¥ision that from 15 February, payument for "general imporits” ,
will be linked with the Turnishing oI SﬁlngLé docdments, the

reestablishment of normal trade practices with regard %o 1mports,

3

has been preparc? in the meaniime.

o)

The results of the three compensations so far achieved within th
Inter~-Buropean clearing revesl the dlfflChltleS es 1st1ng for &
central clearing of debit arnd credit walances ‘as 2 result of the E
differences in the trade sifuvation as well as in the internal ;
value of the currencies of the pa:tnﬂﬂ—pountriesa A first-categ- l
ory'compénsation which does rot require -approval of the partners
since a reduction or the balances cdnoernéd takes place, could - {
as far as the Sombined Econdmic Area is nurt*01natvng - on*v be v |
made in one case in an insigni ficant smount. Second—-category B
‘compensatlons which require the approval of all partners concevned
have, as £ar as i% 1s knovm, not been achleyed at all within the ’L
. new multilateral clearing. : o : ]
Under these cirecumstances, the means of payment available in the
: form of drawing~rights within the Buropean clearing systen are '
' of particular importance. That is revealed by the fact that the i
ngonditional aid" zlloted o the Combined Economic Area by i l
ECA, Washington, as a compensation for drawing-rights spent, had
already amounted to 17 million Dellars by the end of December '
; 1948. l

“

Wlth regard to draw1ngw”1g ts, too, certain difficulties are

. arising. The reason is that accounts are developping much diffe-
rently from the plans for the first ERP-ycar. It is true that :

in foreign trade with £11 couniries to whasc ulsposﬂl the
Coubined Econoric Area has - if need be - to place drawing

- rights until 30 June 1949 exports efveeded imports so that a

} ‘ corresponding amount of drawing-rights could be made availlable.
ut at the same time the Combined Lconomic Areza could meke usc
of the drawing-rights she is cnbtitled to only in the case of
one country. With regard to the other countries, there was

_ eithor no increase in the indebiecdness yet or an increzse In

g the credit balancc irstead of a decrease as compared with
previous month.

w~ 15 - i
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3 OF the sotel amount of drewing-rights which the Combined Econamic
Lrea has to make available in case of adequate additional exports,
15.3 per cent have been utilized by the partner~oountr1es durlng '
the first three months of the agreement. '

}; (4} Production,Employment and Sales

l
|
In the fields of production and sale, symptoms of a c¢certain ‘
financial tlghtness became apparent toPsomewhat larger extent _
than in December which, in ‘some cases led to. difficulties. But,
on the whole, the decieive Ffoundation of revival have thereby
not bcen hampered but, on-the contrary, stremghened as the
renewed increase:. in industrial production, the rising Wllllngness
" to work and thexlmnroved supply of goods show. i

|
|
|
|
|
|
|
I
|
_ |
After months of continuous liquidity, high profits obtained “
without toil and easy sales the economy now complains of "tight- \f
‘ness of money" again. At first sight, this seems to be surprising =
since in January the volume of money further inereased but, in.
rcality, this is not a%t all illogical. On the onc hand, the rate
of increase in the money volume - after having been considerably .
lower in December than in the previous month - further déclined
in Januafy, since the creation of credit was comparatively small
as compared with the preceding month and considerably less money
was created through the conversion of old Relchsmark~credit
balances. In an economy which was used to a continuous and

considerable increase in its leeway of money, this alone
necessitated manlfold readgustmenus.

RO Ry
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Available money volume increass
in miiliecn DM ’

1

R P . AR e < ERE Y P N 5 ARk 7 3 A WA M A L i A BT -

— -

el .- 8 ¥ AT,

(1)Iﬁneon81durat¢un of the funds directly chauneled to
publio cutherities by the central bank system (treasury
bille, eash advances and monpy movements on the forgign
accounts of the Bank deutscher Lénder); no money wag
oroated in this fisld, during January, but, con the contrary,
money was Jsor¢@d, thorgly yagtlv compen&atlng the credit
pran31on of the business banks.

£

Further, a substantial shéqge in the peﬁding of 1ncomes has
taken plaee. This cghargs was partly voluntary 1n that uonsumgrs;
in partieular, werwiholulgo back to a growing extent as SOCH as
it becams clear that price inwrcases had gcne‘tdé far in somg
cases. But ths change was also involuﬁtary in that due to

“stricter mothods of tax collection, considgrabls amounts and
¥ 5

of money had lataly been concentrated with the public authhrities

- and had prgllmlnarliy ngt beun spent. The Janua*y inerease in
.public caah,roserveu was at least as large as that in mcney

volume. The velooity  of meney wirculation has undoubtedly
decreased to suuh an extent that thw statistical increasc in
the money volume was compensated or pussibly cven overcompen-—
sated.

Ihere is no doubt, that these circumstances brought akout

difficulties for several branches of GCONCMY « Apart from certain

branches mamufacturing luxuries,; this applies partlcularly

to several investment goods industries, cspocially the bulldlng
trads. Due to credit restriction, particularly -the energetic
fight of tke central bank system against the misuse of

bankers' accecptances, and due to the dsorease in prices, the
two hitherto most important sources of financing investments,
i.e. the bank vredit and the high prcfits of entreproncurs
resulting from the continuous price increases, have hoon
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1948 Oetgber 1220 | sco 420 i
Novembor‘i 130 685 445 .
,December! 620 575 o 315




Lfﬂbbantlf'jy reliuced and, as far as bank credit is concerned
nearly stopped. Althrugh the economy - to a far greater extent
than gensrally assumed -- will somehow manage te finance
prisrity projects there is still many a prpject which cannot

be carried out for want of financing so that in many instances
orders had to be cut substantially. It was certainly a result
of these condltlonq that unemployment,alone in the Combined

- Econamic Area, 1ncrrascd by about 200 000 in January in splte
of the mild weather, so that by the end of the month, it
reached its peak of 944 0CO since currsmcy refarm (= about

! per cent of workers, emplcyees, and officials) thus sxceeding
by 176 000 the ievel at the end ef lugust. ' :

Development of unemployment
in ths Combined ¥Economic Area

- P s hdm A m—-

in 1000 .
{'unemploygd L © 1948 o ; 1949 ,
/ May - - i Aug. : Dec. January -
Itatal 439 1 768 . T43 S44
‘male L7330 |- 533 . 535 707
‘fully capable ; . . ;. : . _
‘of work - e 114 490 @ 500 662
f : . b %
Bavaria s b et00 227 L 307
Wirtt.-Baden . 28 . 31 25 ! 34
‘Hesse ) 400 65-1 61 79
_;B“cmen“ b 9 : 11 12 % 14
Nerthrhine,/ o . ? § } , _
Westphalia ; 124 . 157 1 106 125
Lower Saxony - L 58 - ; 123 . 171 ! 213
.Schlesw.-Holst. 19 g2 115 | 141
‘Hamburg 13 29. ¢ 26 | 32

(1) Preliminary figures : -
Nevertheless,on the whole,the effect of the "tightness of
money" has so far been favourakle. The cqntlnulng increase in
priccs which - the longer it lasted, the more - not only
tnreatened tn load té unbearakle social conditiens but also
developed into a seri~us danger for production since it
paralizcd the willingness to work, interrupted the circulatisn
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ot goods and eliminated'to a growing extent the price as
regulator of the ¢cunomic lifé¢, has been brought to a halt or
has even given ﬁay to a salutary price depression. After a
period in which profits could be made quite easily the sconomy
now has to cut its ccat according to its cloth, has to admini-
ster its rescurces more economieally,hés to accomplish higher
performances in order to obtain the same proflts, has to cure
more about the consvmers supnly and to. actually offer the
oommodltles produced. The appreolatlon of money by the con-
- gumer is likewise 1norea31ngf He.agaln-has the feeling that
there is sense in working and does no langer spenil his money
careiesely but he starts saving again since he has regained
~confidence in the currency. It certalnly is not accidental
- that at about tre same time When the curve of prices turned
the exoess of dlsoursemente in sablngs transactlons dlsappeared
‘and was follwwed by excessa s of. 1n~payments for the first ."”.
tlme_81nce currency reform. Above all, it is remarkable that
" induetfiel producuion,'as taken from the index of the Departm |
"ment for Eoonomlcs, in January ageln inercased by 1 -2 p01nts
C(di.el from 78.8 t5 80,4 - 1936 = 100 -) although January had
less working days than Lecember. Thls factor alone would have
 JuSt1fled a decrease in - the index by about 3 points. The
normal Supplj of goods has, therefore, in n¢ way been adversely
“affected by the increase in. umemployment To a certain extent,
the rncrease in unemployment may only e a symtom for the fact
that man-pewer is now utilized more economically. But alsn
vnsofar as it ;efeeots a lJa:r'tlal decline in production, e.g.
in building trade, - a decline which may not be registered .
by the productlon index - it is morely to be considered as an
accompanylng factor of a hetter adaptatlon of the structure
of preductisn to the- utlllzatlon of incomes (as is shown by
“the opntlnuously high increase in the production of consumer

goods)5 Hereby the volume of investments is brought into
better harmony with the last means of financing, accumulating
in different ways. Yhis adaptation could only be avoided if

the financing of investments by infazdtionary methods would

be continmued and thus again a dangerous increase in prices
accepted. In itsbresultS'such a course may also be undesirable
Zrom the viewpoint of production. Yor the time being, there
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| 1nvestments. This process of consolidation would only be

" records have Leen achieved in the production of the two mest
, 1mportant h331c materlals, e.g. coal and irocd. January coal

~compared with not quite 8.1 million tons in December. The

.1ncreasckln shift prodact'ﬁn and in the number of persons
‘employed in mlnlngf;he production »f brown coal likewise

is the less reason for assuming that neither overall
producticon nor ths volume of income payments.have so far buoen
adverscely affacted by the shrinkage of investment activity.
Therefore, there arc nu symboms to be found pointing . to a
deflation. thg favourable increasc in the formation of savings
- apart from the gratually rising eccumulation of import funds -
justifies the hope that in the near future larger amounts.
of actual savings and cau*zal will be avallable for financing

1mper110d if the stahll*ty'UL nrices is again gndangored by
inconsiderately ifencuncing a comparatively tight supply of

money.

A mofe'detéiled analysis of the dcveiobment of production-
during Jannary shows that, also in the field of investments,
no general shrinkagé has sc¢ far taken placa. New postwar

production. amounted to somewhat over 8.2 mlllion tons as.

output per working day increased to an even great®®xtent
(frem 311 400 t» 328 000 tons). *his result-is ehiefly due
to a decrease in the rate of absenteceism as well as a slight

inersased slightly. Sincc the demand for coal is incrcasing
faster than producticn, pithead stocks sharply declined in
January. The progress cf iron and steel production is remarkable
(pig/irqn,: 514 000 tons at the end of December;'547 OOO tons
in Jamuary 1343, steel ingot Llocks:' €12 000 tons in December
1948, 551 000 tons in Jamery 1949). Also &krprising is the

rise in the elcctrotcchnical industry which will be Sonsiderably

extended in th« Bizonal Area. Its Droduction is well above

the 1936 level -~ duving tne ruportlng month by about 71 per
cent., an increasc which no Ather branch of 1ndustry has S0

far achiceved. It is remarkable that January production of

consumer goods Increased to a larger extunt than that of the
two large industry groups, i.e. investment gocds and goneral
production gecods. In the future, this trend will probably

be reinforcwd. The only incustry which achicved no incrcase

in producticn during the reporting month was the manufacturing
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of gtores and earths. Its index of Broduction drcpped dy 10
polnts which ctviously reflects the difficulties already

appearing in the huilding trade.

Graphical illustration
on the devclupment ¢f the praduction of gouds
ir the Combined Eecnamic Area, cf.German issue, page 13

(5} Pr¢ces and Wages

The price decreasms taking place since Decemb bsT continued
durlng January. But they.can not ve can51dered as a general
ccllapse of priced excopt’s;me black marzet articles and some
goeods and performances with high prlcc rbaglhlllty. There are
still certain fields — partlcularly the basic materials - whegre
prices did not drﬁg In nearly all cases, howeveor, price in-

" creases cbascdﬂ . ' ‘

ijp downward trenh of prlees in consumers’ geods markaets
.affected qther markcts. In- addltlon, the local and reglonal
dispersion of pr*ces (algo the difference betwean hlghest and
lowest figures) has accordlng to avallable information becems .
considerably smaller and thus the general picture of prices
more uniform, Forfjudging the recent develcpment it is further .
important that theipriba decrease in goods which had been
'affected rather carly by the decwnward trend, slewed down during
the second half of January. ‘This trend is reveale? bty the

- fellewing table @ 4 - '

Trend of retail prices of industrial finished goods

(Snurce. Statistisches Amt des Verelnlgten ertschafts—
gebietes)

Percentage -change of price
series ehserved

_inéreased | dropped . unchanged

' 2nd half of Deccmber 15 -2 64
. 1st half of Jamuary @ 21 | 51

%na half Af January = 15 ' 28

[




Within the sphere of consumer goods the drop of prices for
~ecult of the price decrease in

shoes and re-~soling &8 & Te&

nides is most remarkable With regard to textiles, the reduction

prinarily eg¢ucerns larger items such a8 suits, suit and dress

materials and not small artielsw. On the other hand, it cannot

vo donied that certain textile gouds whieh have not been |

available for a long time and are urgently demanded by the

~ consumers (é.g.cottoh tissues) oould be sold even without
price red&ction and perhaps even at increased ﬁrices as long

" as production does not cover all fields of commodities

wniformly and certain minimum requirements are not met these

differentiaitions within the various branchés will continue to
exist. S | |
Due to the increasing shortage of money, the process
of prico adjustments has gdne béydnd the sﬁhere of consumer
goods. Néarly all prccessing industries report contemplated
 or already existing price reductions oven if prices of-the

- pespective basic materials (coal, iron etc.) are fixed by
1aw and their reduction Gannot be expected in the near future
(due to present costs of productivn). In these cases,
prices can only be reduced at the cost{ »f processing as well
. as whblesale and retail margins. This will lead to
rétionalization mcasures'which in many cases do not require
comprehensive investments tut can utilize the still largely
existing possibilities of Qrganizatisndwhich~is fer more
favourable under the present circumstances.

Difficulties in financing investments, cancellation of orders
and holding back of new crders put increasing pressure on

prices of investment-goods and —-performances. According 1o

information received, prices inlthe tuilding trade have teen

reduced by 30 t« 40 per cent during,the last weeks. When
considering the key position of the building trade, this re-
duction will influence the prices of rumerous branches of

jindustry and trade. These price reducticns have made it easier =

for the workenp to refrain further from demanding wage

increases and to wait for the future develcpment of the costs

C‘f 1iﬁv ing, Thus not Adsturbin the pYrocess of cons Olida tion.
I g g
main within the limits

All wage increases su lar granted re
set by Military Grvernments pricr to currency reform.

Increases up to 15 per - 22 -
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cerx®, have been approved on principle by Military Governments. [‘ ;1{

In some cases, temporary cost of ‘living bonuses have been ? lll ‘s
‘ . . i Hrl
agrecd upon -which are not to be included in the calculation - Hia I
0f the firms in order to avoid influencing prices. e
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