WA
AEART T TR




MOWTHLY REPORT , ]

OF 1HE -

BALYK DEUTSCHER LANDER o
Wovember 1949

’ Cbﬂ‘tents-';f S ';j. S Page
‘Economlc Sltuatlon in tde Area of the German Feaeral N
Republic in October and ’\Tovember9 1Q49 :

: ‘Money end credt . | : S g

r; : . “Publlc Fiances o . : ‘; x K : _23;-
_%ﬁif o Productlon, Seles, Employment S : - 33
%' : 7 Prices ~ | ',__; | o ] 40 -
% Foreign‘Tréde and-Paymenﬁé*“-' o _ - 49:

e e o e e e e e i e e g o o e e e B

»' Lo

V'—UCOJOMIC SITU;TION IN THE AR&A OF TLﬁ'GERMAN FEDERAL REPU“MTC
»Ti\ ‘OLTOBER AND VO‘IHBER 1949

L M oney a n a dredit,
Creatlon of Credit and Clrculaulop 0* Lone'y°

The considerable expans 1or of crea;t Whlch has been‘obServé&
'31nce the middle of the year agaln contlnved 1n November. Even -
at the 112 banks which - ”enaer Weekly ¢eturns short-term Cred;ts-"~
to non=bank- customers- 1ncreased in_the coarse of the “O“uﬂ 1f‘y
.almost DM 258 mllllon.j At the same tlme, for rbasons which we
shall examine later,. con81der ble £luctuatlons LQ thelr figures
. took place. Thus, in the ¢*rud week of Novcmbov the increase
:b ’ Was extremely smali,"ln the mext two:weeks. on.the other hand
] *  ‘the volume of credit jumped'up'bypmorerthan_half a milﬁard
F ' after which it agein declined by DIM 265 million in the last
 Weéka ‘This decline, like the ¥ previous expaﬂsion;.occﬁrred mainly

in tbe'uamburg banks « The total amount of the exnan81on in short-
tern credits which took place at all banks i November muy be
put at DM 630 million against Dil 810 million in Ocuobexy
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i%sport closed on 1lth Decémber,«949 o |




In the last two months therefore the: commer01al banks granted
.adaltlonal short~term credits amountlng 40 DM“t.44 mllllard,uha!

amounted to DM 16 million. -

Short-Term Credits of the Commercial Banks to Non-Bank
Customers

in the period Sep - Nov 1949
(In millions of IM.)
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is to say, about DM 300 million more than in October and Novembs

1948. During this period’ the eredits granted~by the “Central

Banking System to business ‘and to public authorities declined
only slightly, by T 30 million; in November dlone the decline

This - considerable expansion of credit Wwas in large measure:
the result of the increased requirements of money for the finang
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of imports. 4 decisive factor in this provess was the fact that,
from the middle of October until the beginning of December this
‘vear, persons who lodged requests for import permits had to make
& cash dep081t at the Iand Central Banks, the de osit being .
fixed in many cases at 100 % of the amount requested. The fantast“cé
_-1nflat1qn of requcsts for foreign emchanae led tempo:zrlly to a j
'-jculte extraordlnary demand for money; and the ba nks were eVidentlyi i
very generpus in ‘meeting this demand. .t all ‘events, if we comparelz
ilihefcredit figures of the banks rendering weekly ~Feturns with  }
;the movement of thefash dépbsiﬁé; we can clearly see the close
.. connection which existed, during the last few wecks, between the
*‘¢m§bements in the two sets of figures. = . - . ' '

Credits and Cash 7eposits
in W1lllons of DM o
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)°H0”+—ﬁe”m credits to non-bank customers at the 112 banks
wiiich render weekly returns, ' - ‘

2
)“ccordlng to the reports rendered ov thc Land Certral Banks

- regarding the."3.D.L. Import ILicences Suspense Lccount (hosbr

vauen—gcnio]ﬁ L

+.In those weeks during which the cash dcposits showed a marked
dincrease the credits as a rule also rose; ‘on the other hahd
- when the cash deposits declined (and it must be remembered that
these were repaid, once the foreign exbhange vas allotted) there
imnediately followed, as a rule, a deline of the credits, Tt is

clear that the putting up of cash devosits on this scale was only
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E‘ | possible at all as the result of the extreme willingness of the
% | Banks to grant credi t for such purposes, and that this made
fb' o ~ unnnsense of the real purpose of the requirement of the cash
iR . deposits, which was to prevent the inflation of demands for
| ' '_foreign exchange.~-1t~js»true that from the point of view ef
monetary policy the resulting inflation of credit produoed in th
maln no effect, apart from its influence on the liguidity of thef
banhs, with which we shall deal later, because the result was f
31mply to dock up: money in the. Certral Banking system oorrespondi
ta the total amount of the cash dep031ts. In any cass at the 3
z_beglnrlng of December it was ae01ded that no further cash denosf?
ﬁ”should be requlred because it was obvious that it would not be¥
é_p0331ble by thls means to- achleve the control of requeets for
blmport pernlts which had been noped fory '
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ﬁ,_;_ It 1s however probeble that the develonment of credit was

;fer some time have shovn a s+rong1y rlslng tendeney. Here it
must be remarked Lnau, in eontrast WWLh earller experience,

of an expected increase 1n~1mports. Thls is because since the
mlddle of July this year the system of payment for imports hes 4
T'bcen ame“ded so that it now representsren ordinary purchase of.;

~foreign exchange. . The DM eguivalentrof‘the required foreign A
eéxchange has now to be paid -in, immedietely the credit is opened;

4
, ;

into the Loro Accounts of the Worelgn Trak Banks at the Bank
Deutschcr Lardur, whereas prev1ously payment for the iuports
was in pr1n01ple requlred only when the goods arrived,. In DOlnt
°of fact the Loro nccounts at the Bank deurschﬂ“ Ldnder rose in
;November alone by DM 138 million. The total payments for ;
imports, that is to say for commeMCial imports (imports finenced;
by export proceeds\ and 1mporus financed by foreign aid, rose
in the same period to DM 904 mlrllon, ageinst DM 729 million in
-Qctober and DM 739 million in September. It remains true that

it is not pessible to measure statistically the velat iohsnlp
¢ cause and effect between the incrcase of imports and the ex- §

wansion of credit; this is because it is quite uncertiain from

~ L.
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- at-work in the expansion of credlt..

_ they held to cover ¢equests for import nermlts. In addition ther

what sources the importers obtain thé funds with which they

make their payments. Thus one cannot say that the expansion :
of credit served simply to finanée imports. It is indeed poss1ble:
and in fzct quite probable, that a number of other factors were

It is however t?ue-thét; if we consider the various movemen
in the circulaﬁion of money, we find thatsthe'éxpansion of Cfediﬁ,
during the last few weeks was éOuntéréctsd.by movements of :
money which to a large extent neutrallsed its efiects. In the/ N
first place there was ths 1ock1ng up of money at the Land Centr: l;
'Panks, as mentioned above, in respect of the cash dep081ts which

was the fact thau 1n—puyments o the Lorelgn acoounus of the

Bank deutscher Lander, as for. months past, contlnued in October
and Hovember at a level con81derﬁb1v hlgner than the out~payments
to exporters and the use of Counterpart Funds. This led to &
corresponalnD Nlthdrawal of money from internal oiréulatibn.

In—paymspts 1nxrespect of Imports anébut—Payments
on the Foreign -Accounts of the bank deutccher Tinder
’(lﬂ.LljllOnS of .DM.)

1 1

hm@mmmsbvtmmﬁwm

amounting te DM 166.7 millicn, from the Land Gentral Bank of Dudvﬂ

_t

t
fonth, or , : v ot
Monfily , Total, Feor commercnl For Imports ,Oqt- ,Excess of
Average ' , imperts. ,financed =~ = ,payments, In-pa yment 1

- , . . by Foreign -, - , (=) or )

' ' ' Aid , , Out-payment ,

L 1 h 1 (8] ” t 1("") ‘ 1

1949 - ] . H : 1 1 ) .o 1 L2

tFirst Quartér 397.0' . XE€7.9 ¢ 229.1 ' 412.9 ' + 15.9 '

Second " ' 474.6' 229.8 ' 0 244.8° ''597.9 ' +123.3 !

Third " ' 724.1) 460.6 .. - ' 263, 51) ' 504.1 ' -220.04y

' September ' 905.8 488.0 'o417.8 ' 556.7 ' =349.1770
" October ' 729.5" 546.5 ' 183.0 ' 414.2 ' -315.3 :
.iNovember | 904.9' 704.0 i 200.9 11 425.2 1 -479.7 |

1) Includlng trarfer of the E.R.P. nCCOhrtS cf the French Zone,

0o the Bank deutscher Ldnder.




This deﬁelopment viag due in the first place to the consider
worsening of the foreign ‘trade balance during the last two month
This deficit is reflected not onl 1y in the foreign trade ;1gures?
it is lso reflected particularly in the decrease of forelgn
exchange reserVes, in the increase of balsnces belonging td
forelgn Central Banks, and ;also . in: the- 1ﬂsreased amount - of "%

,‘credlts opened and in thefresul ing 1n—payments o the Loro
“ccounts of the Forelgn Trude Banks at the Bank dentscher Lande
In addltlon to thls tne excess of in -payments inhcreased durlngl

total 1n-payments 1n
forelgn aid. amounted
201 mllllon.

W 85 mllllon in Jovember~'1n nel

:of ﬁhese mdﬁths can tﬁése‘oui;payments'be'attributed to'releas

=1} the Counuerpart Pdﬁd_ ,cqounted in October for the locklng
;up of about M - 43 mllllon f1n ﬂovemc of about DM 116 mill
Theso Ilgures cannst 0¢ course be 1dent1f1ed with the 1nc“ease
_ 1n~"ava11ab1e" Counterpart Fﬁnds, because thls increase depend
4,,on the result of a wh,le serles of 1nternal settlements.

In” eon31der1ng the creatlon of credit during the vast feW‘
m-nths there are perhaps other f%ctors to bear in mind hes1aes
those fuctors of a neutrallulng cnaracter, which are related
. 1n the main to the flnan01ng of ‘impqerts and the technloue of -
_such flﬂ&ﬁClﬂbo' There was for 1nstance a qulte con31derab1e oo
centrutlon ‘of money- which took nTace on the balances of public
authorities in the- Central Bsnking S ‘stem,  IT we 1nclude the
funds of public authorities inves ued in Equalization Clains,
- the deposits maintained by such authorities in the uegtral
Banking System rose in QOctober by about DM 154 millioh, and
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in November by about DL 20’l million.. This may in part representy
only a transfer of balances from the commercial banks to the
Central -Banks; probably however another reason for the movement
was the fact that the cash receipts of the public authoritics

'7”buagets were temporgrlly highler than their cash out-payments,. '

This resulted from the colleticn of levies for Immedlate,3881stanoe
and from relatively higher rcceipts from taxes, October belng,
&s is well known, a month with "big" dates for the payment of- taxes.

o_It is true that it is questlouable whether this process can be’
,descrlbed as a "reutrallzatlon" of the creation of credlt. In?

any case it seems clear that even if +the process t0 sorie exten+“
led to a sterlllzatlon of resoaroes, this was a merely tempo“ﬂ g
phanome on. This. is. because the -uendency of the budget u031t10ns,

%o grow wo;se p01nts to mhose esources belng soon Dot Lﬂuo msey

In adémlon to thls, howover; it would be a mlstake to regard

'itue "newtralization® of oredlt through the excess of 1nppav4e1,s L

t0 accouuts at une-bank deutsoher Tinder for:settlem nt forelgh

,;trade as if 1t was any*hlng deflnltlve. mhere is: every prospbct
that the Co.rterpart Fands wnlch have been collected will soon be
released and thus cause the available volume of money to rise

sharply. Slmllarly the omders of uge still remaining oush de}os1t:
are now guite at llberty, since tne decision which hgs besn. t°ken
to dispense with such aopos;bs, to0 use them =s they like. hey .
wight for instance use them, not to repay credits, but to”make
other payments, t is thus quite possible for the'"neutra;ization”;

to cease completely without this leading to any automatic reductiong

in the volume of crelit. L true cancellation of created credit
occurs only in so far as the additional credits are compensated
by the deficit in the foreign tradebalance. This is because,
w;en the necessary foreign exchange is bought, money disappears
from circulation, so that, unless credit were created, a smaller
quantity of money would have to stand against an increased sup™’
of gcods resulting from the larger imports.



Credit Creation by Banks in the Monts September to
November, 1649 )

(In millions of DM) Increase (+),
Decrease (-).

Short-term Credits - of Commer01~ o A LR
Banks to ﬂon-Ba.nk cnstomers Sl s+ 441+ 810

1 N ‘l'
= 14,
+ . 796
'; - ‘,"‘ .

Ay

4 185"!-1- 334 !
;+ 185 t 437 1y

-0 gi -Jif : 1
vf’5;747}t '154 ;

] y 5

Exclhd:mg an ,1tem of DM L6 mlllor representlng a book transfer
to foreign. accou.nts at fhv _ank deutscher Idnder. See _note to-Pag




compensatory creatlon of crecdit would in all circumstances -be
Jjustifiable from *he p01nt of view.of ?or01gn excbul g policy or
of geveral economlc pollcy.

2 Development of the Volumc of Money.

A5 we- have seen,the creatlon of- credlt by the commer01el ez:sﬂ&
to a large. extent corresponded with transfers of moneJ,«Nhlcn tney B
were at the . same time ma 1ng to the Central - Banking. . system.» The .=
“creation of -the ‘credit may even have served the purpose..of faCllltat.
S .1ng these transfers. Consequently in October, in spite of the
?; - unusually e rge expans1on of crcdit, znd the fuct that the ray- .-
":ﬂ;ment media in-girculation altered by on,y a small amount only a-
relqtlvely small amount of deposits was formed at the commer01
© banks., ~In novemberﬁthese aep081ts actually decllned sllghtly for
:the first time 31nce ‘the Cur*ency Reform. In pertlcalar che
- deposits of non-bank customers at the commercial banks. 1ncreused
in October bJ only*DM 295 mllllon, while in HOvember thcy s
‘declined by an estlmpteu amount of Di 150 mllllonl) AT the S
'“sume tlme, of course, tnere were upvre01able d1¢¢erencesw Let“ébl .

|
I wouldjhowevxu?be quﬂte wrong o conclude from thls that a
1
|
|
|

the different banks. .and between the different groups of deb031tors.3¥
- :Por instance, ccordlng to +he weekly bank - stﬂtlstﬂcs,;tne_ \
. deposits of publlc a:t?orltles at the commercial banks rose-

.slightly in. november (tlme deposits alone rising soueuhqt more
. than: the tOtal of the puollc dep081ts), whereas the deposits

. of bu31ness und pr1v%te custome"s declined by DM 175 willions

1) .- T : . L -
)All these figures are exclusive of currency ‘balonces. in respect

of credits granted, since the equlv alent of such balences would
haye been already transferred in full to the Bank deutscher
Léander. These balances thus re/resent for the commercial btaoaks
in practice not deposits at all, dbut mcrcly tradsitpry items.




in tbelr case uﬂVlﬂbS dep gits
the amount of the time- dey its
say that similar. movemento took place to the same extent atall
the banks. It does however seem clear that the contraiy féndéncyﬁ

are excluoeu, and, characterlstlc@xk
2ls0 Feil., One sannot of course |}

of tne movements in the two groups of account s nay. be due at-
'leust in purt to payments for Immediate A331stance. |

7 But even 1nlthe Central Bonflng system the depos;ts, 1n -
*splte of the 1n*lux_of money from the commerolal banksi did not

‘faﬂallable for ‘mekd

payments,

‘ Thus;'nelther 1n500uober nor in Nbvember dld the " so~c alled
*_volume-of,money show an increase corresooadlng to the creaulon 0
credat We take the "volume of money" for thls purpose as being

ﬁ'the amount of oayment medla in circula, tion,  plus’ publlc and priva
/ balances, but exclusive. of- Gounterpar t Punds and the - other balan
- which are shown under the’ uoadL“é of foreign accounts. In October;
“the volume of money in thls sense rose, according to the'monthly f
. banking statlsulcs and the consolidated return of +the Bank deutsch
"Lander and the Lund Central Banks, by DM 665 million. In Novemb
on the other hena,lthe increase muy be put at 1little more than

TH 200 mllllonq_ ‘These flﬁures however include the cash deposits =
et the Lend Cemtral Banks and the currency balances at.the commergf

' banks corrospondllg to the Loro. Accounts of the Foreign Trade Ba  ﬁ

i,
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at the Bank deutscher Lidnder. If one excludes these belences,
the increase in the volume of money in October amounts to onl 11y
about DM 400 mllllon, vilereas in dovember the net volume of
‘money, thus caleulated, even shows @“§l18h3"§901ineé :

Liquidity“of”‘ﬁché ‘Bf-hks' B T

R R

The llquldlty of the buﬂKS naturally deterlorated &o0od- _
degl further, 0W1ng to the fact that they were creating a cons1der—-~
o able amount of credlt while at the some time large sSums were flow1ng3f
M4from them 1nto tHé Central Banklng system., They Wsre only. able |
in a few cases to use excess reserves to finance’ thelr payments
jA l ‘ 1nto the Centra] Banklng system,- ‘because in October the total
' amount of thelr excess reserves had clready fallen to DM 103
r mllllon, or- burely A1l per cent of the requlred reserves, and the
dlstrlbutlon of mnls amount between the varlous groups of banks '
contlnued to beéxtremely uneven. In p01nt of fact the excess o
reserves decllned in November by only a further DM 15 mllllon., R
This meant that ‘the banks" need to obtain “entral Bank - help we B
correspondlngly greatelu Llreedy in October the- banks had taken
a furtner’DM 675 6 mllllon of-credit from the Land Central Banks.
In Nobember they took a further DM 644 8 million. Thlsrmean
that their borro vings at the Land Central Banks reached 2 total '
of no less than DM 3.4 milliard, Their net 1ndebtedness, that 1s;
the total borrow1ngs of the banks from the Central Banklng system,
ufter deductlng thelr deposlts at-the Lend Central Banks, rose
at. the same time by DM 778.8 million, ahd amounted at the end of .
the month to a total of almost I 2.37 mllllard If ‘We compare
these flgures with the eredit exoanslon of ‘the banks in November,‘
which may be estimated at DM 630 million, we find that in this ,
month the banks had recourse to the Central B%nklng system to an
extent greuter than the ext ert to which they themselves granted
credit. The follow:mo tablo; with the aid of the corr esnondl_lD
“items in the returns of the Central Barklrﬁ svstem, throws some -
further light on the various movements. OI money which led to this
'tlghtenlng of the liquidity situation,
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,Agfdugust to 30th, November, 19 ( ccurdlng to the COﬂalqem
. CrReturns ‘of the Tank deut scher Linder and the Land Central®

Q;lggrfL”:ﬁ,,_}, SR il.'ﬂ'Tanks)wj = - R
EE : (1n mllllons of DM ) :

'“hanbes in tﬂc Factors shown .
,1n the Left—Hand Column,operuted

c Sepbemberlhovemb"v
'hJOCUOber 5

foancersed borr mlngs fLom,
T Géntral’ Janklpg Systenm
_Decreased balances: on. G : ) SRR

"i»7uccounu w1th'0entral Ba qllﬂg IR R
""Sstem : i - ST

L of Gt T e
~Ccnir;l Banklng system :;; e T 98 719

uomsrquent WO*SeHan A DOSltlon ol L e T
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ott,l net Bffect: v o B aggg
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In the prevailing circumsitonces the bauks were bound to make
efforts to ensure thot the new credits,which they granted should
be in such Torm as would enable them to obtuln Centrul Banking
accommodatlon agoinst them. This was requlred in order to avoid
a too heevy reduction in their holdllgs of bills of exchange.

It Was, pﬂ“+1cularlj neceswzary in the casc oi those credits. whica
were. granted for the special pur, ose of maklng poss1ble the Ulttlr

-up Qf'QaSh deposits. Since the ordlnary course of bus1ness did '
'.not‘prov‘de o sufficient quantity of commer01al bllls,’bhe banks
in the course of the lest few months to a very greatb extent went_ff.
‘over to the gran 1ng.of acceptanee credlfs.'

‘Short-Ternm Credits to Non-Bank Customers
at 112 Banks rendering Veekly Returns, . .
- clasegified according to the type of credlt.

,ﬁig_per cent of the total amount )

-

'5,urba1ts 1n Curren+\
| iccount (together Wlth
'other Short-Term _
Cr edltS) “"

W'Accapttﬁce Crbdlts

.ulablllty on Bllls of -
1 Exchange '

44

25

31

1

43

27

30.

-
30

28

131 Lug ”30-Sepf5?‘31?G€fW;T*3O,NOV A

42 "

30

;28?

”"‘con81derably 1Dcréased. On 31st Augusth D 1 milliardrof_bank

The conseqaﬂnce of this going - over to acceptqnoe credits
'was that the amount of bank acceptances in 01rculatlon.very

acceptances were Cﬂrculqting, according to'thé‘mbhthly statistics.]
Two months later the circulction reached DM 1¥2 milliard, and at
the end of November it was o5 timated to have reccHed DM 1.7 millicd
In?i arge numoe* of banks this has led to their acceptonces in
c1rculatlon reaching a quite abrormcl proportion in relefisn. to
their own ca_ital and reserves. In the 1nterests of souud

ba nklng polloy uhlS must be corrected

In spite of the grcat increase in their own acceptances the
banks were obliged to have recourse toa large extent to their




g ?é

] ’:_holdlngs of blllS'OL c*chgnge' Accordlngly the blll holdlﬁgs o?
f a]l banls tOQetaer sank . rom DM 1.9 mllllurd at the end o¢;uugust
f " %o, DM. 1.7, mllllard 2t the end of October; - and. to: an’ estimated .

.;";amount of DI l 4 mllllard at ke

8. end of‘ bvemberos 4t thHe same
‘mmeMmImM$’

118b¢11u1es 1n respect of th
;ifrom DM 1 7 mllllard at +ne end of-f"

"

clr endo*sements rosa

g;; fAs @galnst hls,wdurlng'Septem erb

';5 *a;altogether were ﬂrunued by banksfln thé . form of-

. term Credlts.,

. [ flnan01nb mea'

. i anklng svstem,.wlahln tne llmlts of o

;;,g L ;the amount of med1um~ ﬂnc lon§r$érm:cred1¢s granted by tae
o “yﬁ¢hanks if e months of Septc@ber‘an  Jer,
§ ‘£3 g ;”.were ¢11anced :Wf—jﬂ**;?f o
E f%ﬁf : behoevelopment ‘of SleﬁgS, Jﬂlbh to large;extent;form'
% E%, ,vf‘tho bas1s for’uhe grantlng of long—te*m credlts by ueruﬂln of

e
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Medium-~ and Long-Term Credits granted by the Banks, and :
thelr Method of Financing Such Credits, in September and .
October, 1949,

..The figures. for. September are shown in. bfacketsbm——

 (Lecording t& the,monﬁhly Bank Stuﬁlstlcs ‘for the West
Germgn Currency hrea.) ~ 7 _ ,

(1n mllllons of DM)

N - . Credlts Grantid
! . ' of Whlch R,

.Medlumzud Mortgage Ty Communal. Trans itory
Long—term Debts, - . -vLoansg - Credits. . ..
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-.of Counterpart. Funds was_“QTCased
‘ million'df

fstlll stood at the QlSpOuwl o*_tl borrowers. The two tab;es
%oq pages 18/19 show how.the relce ses wer s+r1buted between

ito: whlch.they were uged. The greatest poriion of the released

“the
.for.grantlng credlts.to the F deral Railwcys. For

- Sout h-Vest Germen Redi

teken o more fovourable turn in November
ious month, so far as can be judged from the
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to DM 13.0 million, against DW 1104 miilion in Cctober and DE
T.4 million in September. I; this uo ard trend was in faCt

characteris*tic of all banks which “ecelveu savings dep081ts, one
could conciude that the uothl cxcess of 1h—paymeats into S vings

ts 1n:Novehber amountcd to some DM 79 to 80 mllllOQNV-;@f~i
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_Up to the cnd of November, 1949 2 total of DM 470 mllllnn‘
Ub %o the same da te D 432 5

this amount haa been used, whlle DM 37.5 mllllon

the -various branches of economlc~ 1v1ty, and also the extcnﬁ

‘Couatgrvﬂrt Funds, romely DM 184.2 miilion, was rece1ved~by,theﬂv
‘couT-mlnlng_indusorv. The eﬁvc+r¢clty uynlv indu stry in the _'
areaof‘tue Germen Federal Repu blic recc¢veu DI 110.1- mllllon,»
Berlin Eleetlcl “orks (BE "“G) recelvca Dl 44 millisn, other
1ndustrles M 39 9 mllnion and ugficuLtv“e DM 5.0 million, Lt
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(Elec- Mining'Industries'cul-~ ing of Ammwwwsv_wbm «f Ger- (Elec-,
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: 1 T ) 1 ) " ' ' ‘ Sy ' ' o ' ’
- May . 6 135 GARIOA - 135 B ‘ : B
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June 17, 29 ,,8TEG . f; _ . v ) - ' 20, ' ' ' 1
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! | . 1 L} ’ o | - R i | ' ' o 1 ' t ! 1 !
Aug 2 10 . GARIOA . _ -0 . ‘ .
Sep 16! _mﬂ _MWW o Sy v : © SN /1 4 F 40 ! HA 1o 1
Sep . 26, 20 GARIOA, =, s, 5, O o . _ v .
oct 82} 50 | ERP . .80 . . ' ' )
) 1 t ! 1 1
oct  14%) 44 Erp - Y _ _ :
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. 1 | 1 1 L] . - ¥ L T ) —t + e .
otal 4ipr 14 ‘ . _ . . . L S _
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1) mxopﬁawbm cr.dits granted wo.ﬁbm @mmmwmw,wmwwém%m‘ws.dbo,WOHB of postponement of payments which
they were due to make in DM into the Counterpart Funds. Total of such credits granted up to %0 Nov.
1949: DM 360 million. . B T Do C -

\

MH@wWwAmﬂwwmmm_ﬁoé %mwadmwﬁ releascd wOH employment.,

e : T




| erm.dmmyoﬁA>ao¢5¢mﬁwmpmmmmm wwoBfaosW¢mequ Fundst)

‘._AHS_BHHHHosm of DM)
- of which there were used through the

H 1 . [

R
Limount s

mOmHFHOde ,_ow swﬂose, wwooﬁmdﬂswwMCﬁ_meﬁ nowvowwéwds — ‘ @Hsmbnwsm,Onb. foot
ticn,of ythere — g—————p— e O : T i T 1o
at  Amounts had been Power . Coal  ~Other » - Agri-Build- BEWAG Builds S.W. Puwer  Gas Water'yet
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Aug 1 299 1250.5 v 89,6 , t133,4 1 13%.5 t .-t 1 114,0 ' t 1 148.5 1 _
Sept Smww 303.6,, ,109.6.  134.8 , 25.3 1.3, . ,26.1 ,, 5.0 , 1.5 1244,
Oct 470 413,1%/ . .110,1 A75.7 ° 33.9 3.3 0.04 44.0 27.1 15.0 3.8 0.2 56.9 —
Nov ' 470 . '432.5 1110,1 _Hmﬁjm 1 33,9 15,0 10,04 +v44.0 28,1 ' 19.5 1 7,3 'Q.2' 0.2 '37,5 ! \
Paod.bdw ' S v \ _ Wk _ . b S R N 1 1 1 1 '
NWHOE Y 1 o N . . / _ ' ) Yy ' 1 1 1 ' )
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wail~! ' ] : 1 o - S ' ] t ' ' ' ' ' '
ww‘un.mmnw 1 t _ v 1 i ' o ' 1 ' ' 1 | ' 1 '
7et 1 ' T T 1 B ' : B | 1 v 1 ' 1 ' |
sed - - -0.1 ,.0.8 1.1  0.03,=0.0. 0,0, 5.9, 20.5 6.7 0.8, 1.8 37,5 , =

,vmxnwcawbm credits granted to the m%%ﬁme in ‘the form of postponement of payments which they were due
to make in DM into the Counterpart Funds. Tctal amount used up to 30 Nov, 1949: DM 347.7 million.

NWHS addition DM 94 millicn had been made available, but not yet released for employmens.

})Including the DM 94 million mentioned under 2), which in the meantime had been released.

) In addition DM 5 milliion out c¢f the Coal Mining Suspense Account were used for the pre-~financing of a
credi’ to the electridty industry, This sum wes re-credited to the Coal Mining Account cn 8th November
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On the Stock LXCh rnge the marked upward tedency «f share
prices, which began zbout the¢beginning of September. and con~
tinued with only slight. interruptions throughout September and
Octsber, pers1sted during thefirst three weeks of November, Onf
the 22nd November. share prices on the average ,stood about 140

. per cent hlgher ‘than at the beglnnlng of September.‘zM1n1ng

- -shares in many cases showed an even greater increase in price,
while shares "of electrlclty, machine bulldlng and motor compan
lagged behind the average rise. On the 23rd ’\Tovember the’long
awaited decllne set in, 2lthough the falls 1n prlces did not '
in general proceed at the sa ame speed as the rlses which had :
earlier occurred Consequently, at the end of November - prices)
-:stlll stood appreclably higher than at the beglnnlng'o* ‘the ~
\month and in. the first few days of Decemberzthere was even.
remarkabl ‘rlseégaln to be cbserved Elxedu1nte¢est-bear1ngﬂ

>-Only a few 1ssues of banks. which have transferred thelr ect1v1tg
»to Western.Germeny, as well as a few indumrlal bonds, rose3-
ellghtly 1n prlce. :

In con31der1ng the sharp rises 1n.prmes, however, one must‘
not overlook the Present narrowness of the market. As a - result'
of the blocklng’of the Central Registries of Securltles, only a
small part of the total amount of ex1st1ng securltles can be
bought and .80ld on Stock Exchanges. .In addmlon, persons who
have acqulred ‘securities, while clalmlng the right t: certzin
taxatlen prlvilegesav are prohibited from aeullng in them f»r e7

perlod of three years. Ailtogether the turnover on all West
German btock,Exchages, 2t make-up prices, am uhted in Octobervf
“abeut DH 20 mitlion: of this sum roughly a terth consisted of
bonds. In comporism with the prev1oamonth\the turnover nn
the Stock Exchanges during October mnre than doubled. In
Rovember there may even have been a still further increase in '

. - é‘(
activity. Aevertheoesc the turnover, guoged by forme” standaraég

g«
1

codtlnues tO\Telen smsll,
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The finances of ths Lrnds have shown at least .one more .
_iavou rable tendency that is that the 31eld of uaxes in October .
1ncreas°a ‘auite’ can51derably, and it would ‘seem that at' least a'?f
‘f, art Of thls 1norease was malntalned durlng the sucoeedlng A 1'
| ‘peried, It 1s true; that the. yleld of taxes in. the first month R
;,of any. quarter in the calendar year is.- always hlgher than in Lo
_r; the= other months,,“eoause the flrst month of eaoh quarter con;.fi
'fftalns the pr1n01pal dates for payment of’ the Assessed Income B
_.1 Tax .and the Coroorauibn Tax, ThlS October hawever the 1ncrease
\deas;fartlcularly mar&ed In conpar1s0n w1th July,_the last ‘_ij;
: ;nrevLous month with comparable dates. $or- the paymsnt of taxes,‘ri[
{ﬂa full DM 80 mllllon more were' collectéd ‘

[P

YR ld7of Taxes in the Area of the German Feaeral Repuollbl;;7;
(Julyiand;OQtober are months w1th comparable tax maturltv dates)

'ff};ﬁﬁlygﬁ %August;f‘ September ixfr Ootober |
. T :f}fﬁ;"‘ T"
_Total of Taxes on- -1,025;95' 835.4f 26,5 E 1 054 T 1o2 7
,rOperty and bus--:-.,~ S -;;: SR A o
lneSS Ca S . : + : | . : }
'o; whlch aii i, 7 ,',:ij‘ B 5 L i
.;’ . [ . R e T g R |
_;(Vages,Tax -A-*a173 8l 175,61 177,447 181,071 104,10
S PR v oo R RS . R
-3-;Acsessed Iﬂr ... 285.2F 163.5; S 135.7 i<f@f27ﬁJ1>§ 96.1 |
.. oome Tax . o I R S A
: : . IR S 1 R C s
T Cornnratlon -15:1177 8} 97.11 _85.3‘;},”4gl79 8'3 101
‘j,~TaL T o ! : ' ! L 1 S
e -}murnover Tax j~"317 6$ 323, a.—‘ '271.73)3 - 356, 1 E' 112,10
e - o1 SR 1 _ o
- Consumption Taxes 5307 9t 367,41 ;343 0.1 3614 4 7.4 |8
N : anﬁ Customs R : ! 5 R S
: - SRS SRS, SRS AR TR SIS
;/*Total Yield of 1, 334 8i1,202.77) 1, 069 5 E 1,415.8 1 106.1 °
L Taxatlon o R U O -
' Of ‘which: 1 ! i :
- Amount of Tayes S ! o ' ‘ '
%o be. paid:over to ) ! _ I I ! Lo Lo
“Pedersl Government ,5' T72.51 89,0 1 57.5 ! 182.5
" b L S o H
Yield of Taxatlo : "%AE\ ! e ,i re i -
remaining t6 the 1 303,311,130, 2: 980.5. "} - 1,358.,3 | 104,2
bends e ___w_,__,_‘_,_i_,;__,‘ o Lo

1) Tr ansfers in cash of the brooeeds of the Coffee Tax, Tea Tax and Cus-:
' toms. Such transfers are not 1dent10al w1ta the yleld of these taxes
in the - individual montha, -
2) Difference arises from rounding- off of flgures
.*3) DD?L:Ee of DM 47. 6 million is duve to mYport Bonus and Bonus to
Ex DOTTLEers.

;;gSouroe mederal Mlnlsgry. N e 23 L
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Among individual- items of revenue +he yield of Gonuumption
 Paxes and Customy showed & particularly notlovublc inorease,
The principal share in this increase was taken iy the Tobacco
Tax, the Beer. Tax and the Brendy Wo”cpqunﬁﬁhevyleld of the
Tuznbver Tax alsc ross harplyo This shows sléariv'the oluse
connection that eklsbv tetween -the inoreased yield of taxes
ng - hefrlse ln economn uCUlVJty whlch has occurrad81noe

One:gh ld_furthermore observe that the yield o* the Wages Tax‘-

20 A Sy L

ose to -a greater extedt fhar 1n thn previous manthg end the

-AaﬁctoberfaSFOOmpared W1th July'waa the Asgessed Inccme’de'

y smull Ons maJ aocordlngly eoncluﬁjAthaf?*he losses'
4 ?revenue caused by the gLantlng o¢ the tax rellafs have now

~ff5mlan&An°w ehénge in taxations the +ax y1eld wlll agaln be
P, maln;y determlned Ty the level. gf bus1n sgs astxvlties :

- With regara to expenditure, ’*?is'dn*oruunw e;y Stll; the
“oase that no data are publishad by :the Lends, It is thcrefore ,;i
T not pqssible to get any cle=r p1coure of how _the . somevnat uetfer?
Tﬂ‘reVeﬁﬁé positioﬁ has affect ed ‘the g051t10n of the budgetu a5
' a whole, In the second &uarter of tna f:nanc:a1 year lu senm ,
slear ‘that the budgets of ahP'Landa, taken as a whula showed’ 3
for the first time a. GDﬁSxde rable def*oit +beJ did so-et 3aaSL
‘”*} if, in the first quarter of the vear; one eyclades uhe out~ ; f@
payments made for account - of Fhe 3”@vwous flnaneial year: m:
part it 1s true, this’ Qealle mey ﬂnAy have h qn gn qcoaqﬁﬁiﬁgfj
-<detlclt; 31nce in na”uluular JbHoge f d.wnluhfwefe‘madef .

el e
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available for investment purposes were not fully expended,
Consequently the deposits of the Lands in the banking system
reﬂalned relatively high, and their indebtedness, taken as

a whole, scarcely showed any inorease. There is no doubt

that in October the cash p031u10n of - the Lands, under the
*nfluence of their high revenues, showed a marked 1mprovement

'_LThe dep051ts of the Lends in the Central Banking system, which
»fat the end of gust, it is true, made up only 33 per cent of
the total bank deposits of the Lands, at all events rose from

DM 420,6 million 2t the 30th September to DM 609.8 million

at 31st October and even on the 30th November, at DM 487. 4 mil-

llon, they still remalned hlgher than at uhe ‘end’ of September orj

.1the end of Xugust

Funds held by the Lands at Land Central Banks
sinee the end of August 1049 .

(in mllllons of DM)

Depos:ts — AGOUntS

T

! !

 'according to , invested in '

S _ * Statistical ,Equallsatlon ' : .
7 _ ;Data1‘ - 4 Clainms -, Total
1949 T .
August 31 ! 19z2.6 ¢ . 242.,5 . 435.1
September 3o ' 164.8 -, 255.,8 , 420.6
“QOctober 31 ! 305.7 1 3041 , 609.8 ,
Hovember 30 : 216.6 . o 270.8 . 487.4
Change on 30th ' T T N
November as ' ! ! !
compared with ' t - t S
31st Augus’t v +24.0 ' +28.3 v o4+52.3 !
: o ! !

-

1) Including deposits of the Municipalities in Hamburg and
Bremen., - : B _

The indebtedness of the Lands, at least up to the end of
October - no later data are available - shows relatively little

ohange. As against & further increase of their indebtedness

vis-3~-vis the Unemployment Insurance Fund and the Post Office
there was a decrease of almost equal amount in their. banking
indebtedness, What the position will be in November and December

-~ 25 -
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stlll remains to be seén,

At the »kme time the expsnditnure of the Lwnds at pragent
a1

hows a tendenoy to- £2ll wether than to rise, Since Bovember
tnere has been ‘rio further burdeén on' the Lands in reepect of
preflnan01ng of ‘the Immediate’ “ssisuwnce Furthermore,,the
 V1nvestment expendlture of the ILends in. the second. half of the
 1'current accountlng year will, acoordlng to the programmes, te
Ai”considerabiy smaller than in the first half., It was durlng this
"'fhalf year tnat tbe investment: expenditure reached a relatlvegy
”hlgh amount ow1ng to “he. "push for investments" .in the third
A,quarter of the calendar year, Flnally, Occupation Costs have T
:some time shown a tendency t6 decline, although it dannot yet

.;}be ‘séen whether -end %o what. extent this tendenoy Wlli contlnh

On the revenue side one must bear -in ‘mind that the seasona’
’fhlghrpoint of the V1eLd of taxe@ is usuaily reached
'Even the reductions’ of Income Tax, amountvng on the average to
_between 15 and 20 per oent ‘which: are plznned o take vlase wit
effect ffom Jst Jaruarv, 1950 “will produce 1i% tle- effect in
the current flnan01al year ‘mhls 1s bed:us in the case oflthg
Wages TPX they Wlll be reflected for the Fl rst time in the
yield for Februarv, ‘and 'iv “the ocase- of the ’ﬂsescedulmcome Tax
| £Or the first time, to any appreciable extent,
--In any case the inoraase in. economlu activity: durjng the last
_‘few months has eaused the yield of taxes to run at a somewﬁat
'“higher 1eve7 thea durlug the sumasr manths~ It 1c aoco dlngly
quite possible that the deficit which upeared in- tqe buogets
of the Tands in the sesond guarter of the acooantlng year may
grow’ con51derably smalier or- -eVen. disapnﬂar, Tl at io, atm;f
inuur further expenda_turea~ aud ﬂf eoonomlo abt v1ty ooes not
need to be further reduced during the = winter months.

‘ nﬁ th° seme time there sontinue- to be great differences
i‘between the “positiors of thne individual Liands.. hls is plaﬂnly
' shoWn by the Fact Tthat ‘some of them Werevoolnved Qu'*no tQD paﬂ
B Tew. montha uO have-recourse - torbarrowing, while then Lands

g were gble to ‘show increased holdings of ..agh, Wovevew the




differences have grom somewhat smaller in comparison with the
previous finaneizl year. This ie a consequence of the "Hori-
zontal Financial Equalisation Scheme" which has been in fores = @
since April this year, and of the dealine in Occupation Costs;ﬂ .
» which are particularly. burdensome to those Lands that are ..
Lo - . finencially weak, For the second half of the aocountlng _
'eyear it has been decided to extend the eLfeot of the Flnan01alﬁ
‘Equalisation. Scheme between the Lands. The Lands which are
to receive finanocial help will now include, besides Schles-
wig-Holstein, Lower Saxony, and Bavarla, also the Land of .f_] [
Hesse, which hltherto was one of the Lands extendlng help to the
others, but whosé financial p081t10n has been for some. tlme X
growing rather dlfflcult Wlth the settlng up of the German ’
~ Federal Republio:the Tend of Rhinelend-Palatinate, ‘the most -
“'heav11y burdened Land in’ the French Zone, has also been in-
cluded in the Flnenclal Equallsatlon Scheme as one of the‘_,
Lands which are to reoelve payments o

Previous and Présent Ba81s of the Flnanclal
Equallsatlon Scn.emo (In m11¢1ons of DM)

in the perlod Irom \f‘.f
1st October 1949 to-
31st March, 1950."

T In the pereod from
1st April to -
Lands . ¢ BOth September 1949

To nay'

1 l
[} l
1 1
' To recexve'.,To pay '  To receive :
j [ - " - “i - ! T .
oruhrRhlne-Westphalla : .- 1, 37,5 ! - . ,80.,¢
ower Saxony 1 90 ro—- : 90 ! - i
ohleSW1g-Holste_n 110 - ' 110 : -
r - ' 98 ' - ' 108 v
_ ! = 50 : - ' A5 ! -1
‘_ 1 - 5 - 1 - .
ttemberg-Baden 1 - " g4,5 : EO ! 64 5:
) 1 — ! 45 -~ - ! 55 !
ineland Palatinate 1 - ! - ' 42.5 ! - 1
! - ! - - ! "
furttemberg-HohenzolLern - ' - ; -~ ! R !
f _ _ _ S — 1 T M ,
' 250 250 307. ] 307.5

In spite of the Flnan01al Equallsau¢on Scheme, however, ther f
will still be Lands whose budget closes with a deficit, and ‘

_oh
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the budgevs of thae L.nds relken =8 & wholé, this will be in part
- - y Y 3 :

first place, certe in”:“abl,luieafaf‘the-Fad al Repub?io £o

other .Lc.nds "VﬂlCVl osnu,.nue to achisvs sur O Uuses.

If no deficit SQﬁL'l occur during taé next few months in

)

py

o owk

ic ‘thet, in the .

fely due - to the . f)L'DWln ‘cire mstercuuavThf

Y

bear expondltu*e hav bacn 1nerezsed. In'addition the ﬁederal

'RepubLlc, in the. “ﬁt restS’ f “the Land budvats, has renaunced .
;tne right to draw, Lntll +q» nexf accounuwnv vesa ar, oh the yiel¢
- of. certain taxe° Wh:ch it codld claim accordihg 0 the- Basic ":
';Law. This means tha't in the’ budvet ‘of the Federal: Republlo tnerer

, ‘,transitlon budget WﬂlCﬂ has b2 en. drawm up for the gerlod

S st Ootober, 11949 To 315t March,; 1950, 1o vropér means have
“?fyet been prov1ded Io meat tnb,ﬁrosnpctlve exnendlture in con—
"Tnectﬂon w1tn thv‘Drjce Equa;lsatlan Scn me for 1mp rted food—
:stuffs (abou+ DM}SSO mllllon net), ¢o*7 he x+en31on BF tnev“’
' fass1stcnce to Béfl'n Ly “ﬁ 23" milllOH por month (maklna’a total
'of Dd 115 mllslor 1n:*ne pe*wod from- Jovembur, 1 49 t5Maroh,.

: by the Fede WPJS (LM thl‘lon)$ ”h situa ion ﬁili be
ﬁ‘dl cul* even 1f the Yisld 0¢ other reve onlss of tine Pederal Re— -
'Dubllc, especlarlv ¢Or_11893ﬁ“8A’QCVC fde Tax, the’ Ber;ln -

.

'-more iavoufaolv tn“n was exnected irtase ‘budget: recel ipts f;om
”the B=rl¢n Wmewvenuv O*F=v*nv ran, on.an.aVerage 3

vpresent fects a def;cl+ of -about DM 500 .million can- e expocted
“Even this flgurc does not’ tgke apoounf o¢ the l*abllltlcs wnich

" expected to be DI 60 million

'llon durlng thb mon+q° “ususu G 'c~ouewr‘5nu were taus a%out

is llkel"’to b° a oon31der°b1€ Qeflcluc At all events, in the

.

1950 ), ana ¢0” mﬂvlng ﬂod ths. expec+ Ye! failurefof-"eiiveries
/-3 : b

‘)-_

Emergvncy Offerlﬁg and. the Gus toms Shsuld continve 6 turn out;g 9

30 per cent hlghbr than was est:mftad in the budget, On t

the Federzl Repud lic may inqu owing to the fect of 1us hav1ﬁ5
taken over Ccountel pa't Punds. - ' '

—n — - ——e e st W

T 3 ‘riin is T
'ant of T 37T ull—’“r
lion per month was already CwTrl“ ¢t of the Combined:d
Economic Area, which Wit taken ovef”by iqe Fe sral Republic, This
expenditure was to he met by tqp al.ac Lion of the so valled . |
"Berlin Emergency \I:orlﬂhﬁ' "_COULd be epp ied only ;

to specified purposes, and : 'JLm T.eing has produced
ebout DM 28 miliion): in casc yLAET I souvuua~were 21s0

1) mhe otal.s“ unt of th

<

’J‘

T
STW
J\ﬂ) (.) ,1

3

to be prov1dca, in vparticular lae c tribusion which, sine s the
"end of last yesar, kas had T0 2eds to the Combined ECOqulC
iresa, and atterwerds to the Fsds nopublic, out of tiae yleld

of the Coffee Tex.




Up to the present this budget situetion has oo;y in part
been reflected in the - cash yUblu;On 0¢-*Ie Federal Reouollo,
7”his-is-because, én The flrst »ia ce, up- “to the end oJ'ﬁovem«

-

ber no gajments aaa been aaefe;ther i r ourrenf'cuo Ries
on foodstulfs or- ¢or *ne extenﬁed aSS¢s+ance to Ber L°
addltloa, in November con31derable repaxments were &
Qf‘lce for ;muedlate Ass'stance; &urlng Ootobe; the pa

, con~z._j;
.‘.sideraole exbent by the_’_Feaeral fRepabl cj 9'Ana 5 from ‘tnese :
;repayments, the Federal Repub Jofs cash posltlon was he* ed oy’
; 3 i @ tkc Tnaustrlal '

been?due Por oavment at thyxend o? Novemoer were not Te aia but

in: addltlon Treasur3 Bi:ls emounu;nb'uo Dh 34 m1+1lon

,;ﬂew 1°sue An CCuOber Were ‘pla ced on- tnc market Tjus

_ the ¢ ',of kovemoer the Feﬂeral Repual*c ossease foTat vely

;hlgb.cash resources, althougf?wtﬁls t“ue *hat taese, a;*Z ""ept
;for a. smal¢ or*lon; represented on4y n'he_;‘z:t'oceeos o* %ge two
'Treasury Blll 1qsues.mentioned above. Slﬂue tnen nowever tbe

cash nos1t¢on of ‘the’ Federal Repuo¢1c bas grown qulte tlbnt

of tne amounts d“lch stlll remal ed due 1n respeot o* suo:;;les
on lmgwrted foo etuffs for the perloa from lst July ﬁutn w

Sep‘bemoerc

“The T&Eedlcte Ass1stance, Wthﬂ aurlng Seot~

October was flnanced solel out of ,“esouroos oL
Republlc apc the Tands, - bao.been quppot‘ ted. 81
of Novembe“-cntl ely by monies . reced ived ut.
'As81stance; evlcs. The Ma"n Offic

' estlmatea tﬂe yle*d of t"lese up to

' tne Combﬁned noononlc Aredg'at D‘ 575 ml;;lOf
DM 310 million came from the fl"eb .

)lst October 1949, on aocouxﬁ

=29 -
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industrial property, as well as from the first instalment of 4
the levy on agricultural vproperty and forests which had to be~7g
- paid on 20th Iovember. The  remainder, amounting to DM 65 mil~
lion, comes from the first instalment of the special levy

on stock in trade, which has not yet been fully coliected,
"It is thus possible to estimate the total prooeeds of the
first two_payment dates, on which anprox1mately one~third of
’ lthe-fota; payments required under the’ levies fell due, at

~ ¢bout DM 400 to 450 million, This lncludes late payments which
| may still be éxpected to come in, and the prooeeds from the 3
- French Zone, wnlch are not yet known. If the remalnlng paJment~¢
dates were to produce roughly similar ‘results, the total 'i
‘proceeds of the. Immedlate Assistance 1ev1es could be estimated . ;
at about DM 1.2 {o 1.3 milliard. Thls estlmate does not take
accounu of the sums which z»s still belng collected by the

P .

_:Lands under the Law for Securing Claims in ‘connection with

~ the Equaiisatlon of Burdens. Even so. the proceeds would fall
”fcon81derabiy short of the orlglnal estlmates. They would how-
ever he sufficient to cyver the payments due up to the end
of March 1950 for Maintenance Assistarce; ,- emounting to about
DM 5)0 to 60C miliior (viz., 7 monthly payments of zbout

DM 80 million each), and the Household Furniture Assistance,
Jamountlng to about DM 180 million. This would leave about

D Di; 400 to 500 million to be applied To Education .ssistance
and in particular, to the productlve projecss, '

,.With regard to the payments so far made, no‘exact figures
~are yet available, Up to the beginning of December a total
amount of DM 265 million was paid out for Maintenance
4Assistance and Household Furniture Assistance, and DM 41 mil-
lion were made available for Oommunity Assistznce (building of
dwellings). In addition to this the Assistance Office at the
end of November and t:eginning of Deoember'repaid in full the
‘advance of DM lOO million which it nad received from the
rederal Renubllo

In the budgets of the remaininz public authorities there
has been no substential change during the last few months.
Apparently the municipal tudgets, taken as a whole, continue




Recelpts and. Expenglture in - respeot of Unemnloyment
A Insurance in the’ former Combined -Economic - &rea 1n tne o
N "fA;f_ Per1od from August to October, 1949.

ff;e : j_ :;7‘3 ;ﬁ1, (In mllllons of DM)

:5  = =T TTReceipt: ] zﬁxpendiﬁﬁre7;if  f Excess ot
1 i e 1" Receipts(s
o B RN R ’}_or Expen~"
4 : 2 i Total |of which | diture(-). .
: '«’}f— 'iCOHtrl- ]; S : Benefj_-ﬁ.-,“‘l_ ; N S ST
;iPerlod 3 butlons" § | Payments: i
Ll ) O ' RS ERS
-1 S ) vl T :
;EAugust , f%i ? llZ 4f ;
JiSeptember 'iV : i llb o i <
. ‘,. 1 ) B
_EOctqber - ?1' ; 114 2 '%t
. ’ . It r
fmot T

te be &t 1east Walanoed In those eases where there are deflcltsf
it would seem tha' “hese have been kepﬁ w1tk1q qulte narrow .fg |
llmlts. It is true Ahet accordlng to. the benklng etatlstlcs ¥hne :
1naebtedness of 10u&1 authO”luleS, 1nclud1ng thelr medlumpand;gyf
long-term 1ndebtedness, rosé in September and October by e
D 15 and zzwmilliOﬁ'”esPeCUivelyy ‘these ‘Tises belng‘éomewhat s

larger than,lnithe preoedlng mon hs, Fut the to¥ el borrow;ngu.
-of. DM 120 milllon are st ll small 1f one takes 1nta account the;e
fact that the 1ocal authorlties on - 31st Luguet had bank balaneee
amountlng to . a total of nearly DM 700 m11L10n Tne positlon eo;~*
' regards Unemployment Insuranoe has so fer grown only graduallv
“worse, In Oc*ober the amounu recu1red for beneflts wag only .
sllghtly hlghe“ than 1- Augusc, However,,ln.v1cw of the renewed!
inerease in unemmloyment one muct expeot tne expend"uure under
I thls nead to rise epnrenlaolV. on the other hafid,” there. is a
;f;f‘ continued inerease 1n the olalms OL-*he U;emnloyment Insuranae
‘Fund on the Lands on account of advance peyments in rea bect of.
unemploymept relief. If the Lands were to mske thelr nuyments

- 31
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Dubllc Deposits and Short-Term Iﬁdebtedness of Public Autnorltles
(In millions of M) ; A

! Sept, 30 1 Oct, 31} Change :Change F
! i  in Sep—~'1in Octo-dQ.
H !  tember :iber ag W
! i i as 'compared~'3
1 o -4-00mpared;w1th N
P L i with iSepten~
i ST I lugust el i
.1 g jri 1 [ e
T T Y s
t ? ] 3
T L4 1 , ] B
] 1 T . $ p:
1 2} - L ; | 2
> bllo Dep081ts,'ex~' P B ! S ﬁ
i ;4lud1ng Deposits ! . : - H L,
ROf ‘the Occunylng ! D S A e o
wers 3) 13,690,0 E 3,630‘0% 3,805,0 ; ~ 60.0 »
{otal Short-Term In- - | P : : 3
agbtedness of Public - ! ‘ ' 5 k
2l ‘b"xoritles “towards L ! ! ! i 4
heé Benking ‘System b : H H . t : E
Nd ‘on the Mone.'y I S I ST O
Market 4) 11,167.8 ] l 161 7: 1,154.1 | - 6.1 y
| s T
1 ' 1, ] il
I i T B i
_._ Banx;no-ls_ystem, 1 (570.7)1  (580.6)1 (571.4) P+ 9.9
b} on ‘the Money ¢ (597.1)1 (581,1)! (582 7) | - 16,0
.. Market ! " B N ' :
M 1 1 [ ! -,
' ] 1 1 :
1 1 1 ] 2
! : : i
Public Authorities ! ! ! ! -
exceed  their Short- P " i ' b
" Term Indebtedness ! : H P : :
¥2. (2 minus 3) ;2,522.2 { ,46 3; 2,650.,9 f - 53.5
1 1 1 : 1 '

Including sums invested in Equziisation Claims

Figures from the Monthly Bank Statistios

. Balances of

-AuthorLtles

the Occupying . Powers at the commercial
- Excluding indebtedness towards the Post Office and

banks are estlmab
towards Public




punctuaily, it is probable that the Unemvloyment Insurance rdnd,‘
even to-day, would sti;l be achlevrng surpluses, At zall eveqts

in October, when payments by the Lands nere ‘somewhat nlgher f»[fig
- - tnmn\ln the preCeﬂlng months, the - UnemplOJment Insurance S
?" - »_'Fund's account of rece1p+s and expenditure-agaln sbowed a
FEV;A. '1small ‘surplus of recelpts, in spite of the faot: that its

-

expendlture for beneflts was larger than in Sentembur.

- SOme llght is thrown on the movements of money rcsultlng
..i-~"from tne budgets of nublic authorltles, taken aa a2 whole, Xy _
“"PobserVLng the movemenﬁ of public depoelus 1n uhe banklng system
. .an and -the" shnrt term 1ndebtedness of . publlc autnorltles, altnouoh 5‘
,?~1t must be remembered tbat both these 1tems ihclude depos1te
«erand indebtedness of varlous publio ccrporatlons other tnan

i;jﬁhe net balances fell, but that in October they agaln rose, no Qii ,
'doubt as a result of the heavy maturlties of th payments._ o Q;Tf |

P r o a u e t ion B s a L 1es ;“"
mp 1o y-m ) n t ',wg}jfll,f“”g,uvs-

L The productlon of 1nduatry durwna Jne last few weeks

| contlnued to show the seme guite strongly marked 51gns of
_lncreasea acu1v1tJ as have been. observed sxnce nugust tnls o Q5 :
 year, Even the seasonal tendencles whlch were at 1east ' |
vfpartly 1n tne dlrectlon of redu01ng act1v1ty, seem on the | g
*whole as vet to.-heve produced. llttle Or no effect, However, 4
"the ccmprehen31ve productlon flgures of tne Feueral Nlnlstry Ai
!

%ﬁ of Economlcs are as. yet only aveilaeble up- to October Accordlng 1
gﬁi to them the 1ndex of total 1ndustr1al product on rose from :

aSeptember to October by a full 1 ner cent - per «ormlng day,

viz.; from ‘92 to 93 per: cent of ‘the revel 1n 1036 It thereby
resched a’ level qome 8 per cent nlgqer tnwn uhe Jow bo*nt of "c$¢
~Ju1y, wnlch was Lergely due o seasonel causes, znd -gome - ‘ o
12 -per” cent aoove the monthly ave“age for tho flrs+ cuarter

I .

of the year
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Industrlal Productlon in the Ares of-the German
' Federal Republic . .
‘since beginning ox 1949

Per working day: 1936

1

. v L
0 b oy g o an S g 0t S S e e et o St 9 ) o e

\ ‘. .
-—-.—u.-.-—-*..—-.-.-n—-qn-——-——-q-.—..—

T ' R T + ﬁv
E ! .Monthly Averages_ P i October :
3 | 4T i Ootober {(per head | §
{ Industries  VFiret | Secomd | Third | L gfoggpula*y
[ o '@umferi Quarter Quarter | 1 13
A P S
| B S T 2 5
Total - : 3 | i -
, GE 1 # i 1 43
-incl, Elec~ '~ =zl . 1 i i R 1
triczty and;;, BT E T IR B SR R oA o
Gas o odpes foss i 89 | o3 4 75 i
excl, Elee~-e; B T ! n ! o £ B¢
trieity and ii¢¥4;v ! e L IR i3
Gas ST A i 8 ¢ 85 -1 89 R 72
Industries pro~ I y ! ; 1 g
ldllclng Inves‘t" e 1’ ; : ' ; : : :3
jment Goods ™ ¥ R St ! H R
S R r - t 1 1 t 8
Total P77 oy 82 1 83 i 86 P69 1
Pinished- Goods §2i84 8T 7 86 s 93 o . E
. -1 ] : B
Raw Yaverials ! 66 | 75 ! 78" ! 76 1 1 '
Tt | 1 ! 1 3
Industries produc= 1. - ! ' ! H |
ing Produeers! 3 R : i B . 2 1
Goods in gemeral (105 17105 1067 1 109 : 88 i
Industries produc~ | ! ! ! - S i
ing Consumers! b : S " : P E 3
Goods . - ¢ 73 -3 8 ;1 80 1 .89 T2 g
' ' i i t ] : 1 14

The - greatest. part of this increase con+inued to be due 3

to the industries produ01ng consumers' goods, ‘Since the summer

. there has occurred a considerable increase in the turnover of -

retail trade.fThiS'has bccnrredAnot only as the result of the E

buying of winter eclothing and shoes, but also of. furniture,
household utensils ‘and the like., To that extent it is a
eonsequence of the building of dwelling houses which was

carried out during the pest building season, Evidently wide
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circles of the population have veen saving up for such purchases &
ever since the spring; SO that the precent reviwel in retail .
trade can be regarded s bes ing %o some &X xtent a reaction against 1 |
the menmer in which buyers previously held back, particularly ' \
during the spring months, This tendency has probably been in i

part stili further increased by. the fact that many people

not only regard the dealine in Drlbed ag hev ing reaohed its : K

'”7end, Yut are even expecting gradual riges in prices. It is
~quite p0881ble that ex estatlcns of this kind have ceused a f "f;'
certain amount of Christmas buying to be ocarried out during o

the months oFf autumne Shopkeeoers were ubllged to pass on’ “this
1noreased demend by final consumers very repidely to the pro-,‘

duaers, hecause during the months of spring and summer they
and even, in some ¥

kept their renl@nlshments of gtock very low
aases, reduced the amount of stock which they were carrylno -
'Some of them have now nlaced orders for guentities which ez oeed
becense the. ohange in.the situation hes
Indaed under the

their current sales;
made them 1nc¢1ned to Lrumasw thelr stocks.
nressure of compstition, many of Them- have even bven.oollged

to keep a more var;ed assertment of goodq lnls "led to some
was already near the limit of ;ﬁjf

tieu in meeting demands promptly,

industries, -whose nrcduetlon
their capacity, having d1¢f10u¢
so thst there were ¢28€S where the periods for delivery grew
$his there have s veb been no ilffloultlﬂs
isly, In certain trades however

longer. is against

over the supply 4f raw mater

the-consumptlon.of raw meterials during the pest few montins

has already been running quite considerably ni igher than the
the-ourrenﬁ

level pressribed for raw material . imports during
Marsghall Plan yeer. Comseguein tly '4f demsnd were further to in- §
crease;«theseALradag vould inors 31ng3y feel the limits Wiianar;f
set to any axpamsion of orodchlan hy- the rather restrictel B
' Germgnj 11nds {tself trom the point

- position in which Weqtern

of view of fore:l ign +rade.

In the industr;es pradu ing baslv ma tewlals znd nvoductlon

ntinued To 2 1ce in Octob°r end probably al-
o

goods{ production ©

O -
these ’“dusurlep however the inerease in

1
1
|

i\

so in November. In
2

production was anpraciably less then in the industrics producing
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Consumption ang Imports of Cotton

ey

PO POR I ...
P A D R
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e A o

- Produetion of Cotton Yarn in the ares of
the‘German;Fedexal Republic : o

~ September and October, 1949, momthly g5 100 1
. éverage _ . o A |

CAdas oo e | |
. Loss during spinning, estimated at 74 - ' 19 000 O

'1Cpn§§m§$io§fpfﬂ?éw‘ﬁaterial |  approx. 785,000

-<;fibfg*(éétimatedtproportion of N C L TR .
-admixture 257 s S ™ TT,0000 0 4 1

G

. Constmption of oobton U 214000 o

'?“1949?tor30thJ e, 1950)  ° v e300 8

Defi¢iéﬁé& in supplies to be expected = . , E
--4f the rate of consumption of Sept/Oc~ B
- t0b¢211949 continues - ‘ L - .31,000

= about 155 &

industry,‘it’was characteristic that the greatest increase in @?
production. tooik place in those industries in which the boundary 3
fbé%ween‘produotion gdods and consumers' goods is a fluid one.
- Examples of this are the industries constructing vehicles and

B~

. the industries producing electrical equipment. A similar process @

‘ ~took7plaoe-in those industries which have the definite Qharacter;;,
"~ of supplying their products to industries that produce con- :
‘sumers' goods., In fact it may be said that during the last few
months "consumption activity" Was more in evidence than




g
.

: bulldlng, $he - produotion -of ordlnarv bulrdlng materials in
- of iron’ and. steel in Outober agaln fell considerably, but

,sllght 1ncrease in- exports and in dellveries to the Eesterﬁ |

’refleot a development of eonsumptlon In feet O~ and steel—
f:the spring and the autumn that they Were npw oblige
 to form anki”eefefﬁ ople ware -
B stlll complalnlng thax demands from those firms ehfmednlyhf
. work for: the ooal-mlning industry ‘and for the railways Tf?{“

“are small, the reason being that on- both these l?ies of

.business the present d;ffioultles in arranging finance have

‘ plecement purehases end in their’ programmes of new 1nvestmont

g clusions oan be drawn from the experlence of the produceru»'_.

‘regards tne supply of basic materialu, The produetion or ..

"1nvestment act1v1tV" Bven the effects of the'relstively‘high ,-ﬁ
level of sotivity in building ceased to be uniformly.felt, o
Whereas produotlon still 1noreased, et least- in Ooctober, “in :
those branches,wqich melnly supply erticles for use in 1nuerJor ff

October ‘Thad already passed its ighest p01nt The: productlon
1n Novemher showed onoe: more a marked rige.. Apart from a

Zone of Germany, this tendency is malnly due to the 1mnrovement
shnwn in October by other orders, Whlch.howev ednly in nart

worklng industrashad 50 greatly reduced thelr stocks between
& to: carry

out, &’ certal amounx of replenishments It is quiﬁe]difflcult

obllged producers to show great reserve both in maklnb re«;~

However, it is a fact that the productlon,of 1ron ‘and ateed -
is agaln belng in creased, and thls Shows. ths.+ no general cor

mentioned ebove.t,_ -

Good progress Was made during the 1ast few monthu as

bltuminous coal in: November reacbed nearlJ 368 000, fons - 8
agalnst 346 OOO'fons in-Oetober and’ 337 500 tons in Septeﬂber.:ﬂ‘
This was a new record although to a arge extent it was due to.
seasonal oauses. Productlon ot llvnlte has elso rlsen In |
addltlon to. thls, for sone montns past forelgn countrles ‘have -
not been ta 1ng the fuil quantltles of ooal to whloh they
have a olalm under the Moscow Agreemen ,In uonsequeloe, apart
from a few special varieties, the supply of ¢oal has so im- e

p“oved that coal rationing is to be to a large extert DDOlluhe
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as from January, 1950, Slﬂllu‘ v thea production of electrias ﬁ;
current continued in general to rise ahtil a very recent dzate,
The only places where there were any serious difficulities

over electricity supply were in those parts of South Germeny .
which depend to a large extent on water power, The resson for
thuis was that the shortage of‘raln sharply reduced the ablllty

?

of the hydro-electric plants to produce power. This meant. that,

in csrtaln industries’ Whlch use large quantities of curreni
productlon in these areas had to be cut down

The amounu of ‘building -in. progress, as can be seqn from
trend of employment contlnuedrto increase until Ootober, or at
least to remaln at a"hlgh level, The chief reason for this,. in
.addition to the mild weather, was that in the course of this
year a good deal of bulldlng was begun rather late This 1S‘J
especially true of_bulldlngswh+cn:were erected iu pursuance -
- of the buildinb 'Drdgrammeéfof certaiﬁ‘nublic authorities, As

a result of this the end of the "building season" was corre- .4
spondingly postponed In certaln areas building act1v1ty was so‘f
.greet that, even in October, complalnts were heard in some
. quarters about the shortage. of skilled workers and of,materlaisﬁ
such‘as;tiles forrréofihg.*Nevertheless, in September, the lasti
‘month- for which data are available, the index of buildihgs’ ,i
produced for the’whole area bf the German Federal. Repubiic 'E
reached only 98 per: oent of the monthly average for 1936. Thus,??
it is true, it stood about 1O per cent higher $han the general .
‘index of industrial production, Since however seasonal fluotua~f
tions in building are considerably greater than uhose in
industrial nroauctlon, this means that the amount of bullalng,
taken for the year ass.a wnole, will probably remain even
further behind the level of l936fthan will totzsl industrial
production, It must still be borne in mind that, if repsired. 4

dwellings are included, during the éulrent year. some 175,000
to 200,000 dwellings are likely to e oompleted TﬂlS number
is not much less than 1n.the vears before %he war, although

in those‘yeurs of course the bUJLdlngc_oompleted were a*most 4

exclusiveiJ'hew tuildings. or the year '1950 the Pedersal
 Ministry for the Buiiding of D-el¢1n

is even aiming at a

T T



new addltlon of about 450 000 d”elLlngs

Thus even in Kove rber the production of industry, %o
.Judge by all available indicators, still continusd to rise,
In some contrast with this is the fact that unemployment has
- recently again "increased rather sharplj, Thus, whereas during
- The months of AuguSu ‘to Ootober tne total number of. urempTOJed‘
_3only increased by zbout 14,GC0 (of which only 2,00 0 1n.00tober), :
- it rose in November by some 71,000, During this month the g
unemployment figures for men alone, which in the months August
;_to October had fallen by morse than 20 000, rose by apout 61,000, §

, In looking at tnese ngures one must- remember that ne1tqe*-7
“?they nor the figures fo* unemnloyment durlng e,rllef montins g~vewj
a trué picture of the Sourse. sfemploymantc "y This is :;;:
—’because “the lsbour merket in Western GermanJ is still in an 2
- abnormal state, inasmuch as the OOntlnued 1nflux of refugess
:’Tfrom the Eastern areas gnd the return of nrlsoners of war %o ,
their homes are ooqstantlJ produelng numbeérs of persons seekmnn"
employment far in cucess of the ‘normsl increase of population,
This fact had:a partlcULarlJ important 1nfluence on the dluU&tiO{‘
in November, It is true that in’ thax montn thu infiux of re- J§
"fugees cepablé of WO”k at a- flgure of 20 000 to 25,000, wes
probably 2t a rather lower rate than dur ing ‘the summer, but.
the'numberroffprisoners OL war Leturnlng home rose very cons
gidersbly, It is est*meted by fhv.competent auusorltles thaet
" this number zmounted in November to corsiderale over 30,000,
whereas during the summer months not more than 5,000 to 10, 000
at most arrived, It is not at present possible, wltbout the ‘
statistics of -employment = ©  which will only Lecome wveslable.ﬁ

at the end of the ye~r, to see how far this sdditional labour
force has yet been registered at the Labor Exchanges, There can
however be no daub* that the growth in the. unemployment figures
in November was to a 1arga extenu due to the 1nureﬁsed arrivals

of new 1abou¢.

On the other hand it is quite plain thet in certain forms

of activity the capaelty for employment has somewhat declinad.,
Tt is clear that the decrsese in asgloyment is cont nfinsd in the




“together with Hesse, the first areas to receive refugees, /is

“in- unemployment used to végin by October, and by the end of

‘about 6‘per cent would occur in October and sbout 7 per cent

ma2in to outdoor occupntions dependent on seasonsl influences,

It can in any case bs seen from individusl remorts. and from E |
£ P . .

the movements in the unemployment figures of the different
regions, that the incrcase -in- uqomp1oyment is greatest in
those areas where agx ‘iculture is of relat ively great 1mﬁoruanoe

Thus, of the total increase of 71,000 in November, nearly !i 5

50,000 was due to the Lands of Lower Saxony, Bavarie, and ,
Schlesw1g—Holsteln these generalily being, as it hapfens, 4

against this, North Rhlne~Westnnalla shows an increase of only’
3,000 unemployed, and in wurttemberg~Baden and Bremen unemnloy«;
ment actually declined, Up to the present the increase in un—

employment is also quite small in comparison Wlth earlier years
On. the average of the years 1928 to 1935 the seasonal increase

November used to reach some 13 or 14 per cent: -of this- 1nenease~»

in November, In the_present year,on the other hand, the_vncreasefi
1n.October was only 0.2 per cent and in Novewber 5.4 pmr cent,

It .has further to be remembered that, for the reasons which have

.?‘

been outlined, the incresse in unemployment this year is pro-
bably only to a minor extent due %o a decline in the number of
ecmployed, In earlier years on the contrary unemployment re—

flected with considersble accuracy the level of employment.“It

is thus clear thet on the whole up to now the seasonal tnnaen01es
towards contrection have been outweighed by the overriding
tendenoy to an upswing in general economic activity.

‘Prices C N

In the absence of adequate statitical data it contjnues to
be difficult to form a clear picture of price movemenbs It
does however scem that during the past few.weeks, as before,
no very large alterations have taken place, It is nevertheless
worth remarking that, althousgh the great mejority of prices
seem to have continuzd %o remzin stable, among those chsnges

’,




whlch have occurred rlses 1n prloe are oraduallj beglnnlno to':
o utwelgh the fal;s in prwcu, even though these are Stlll quite -
!eglmpbrtant Thus for 1nstance in Hesse,. out of the.whole number
fflof the retall prloes which Were observed in November, 60 per .
" gent’ remalned the same,_17 per cent fell and 23 per*cent

o ;rose Thus thewperoentage ‘of tne prloes Wthh_rOSe 1n Novemp?f

 ‘ber evenﬁexceeaed th_lpercentage of. those which rose in Sep— g
{tember, the montn in which devaiua%won occurred 7 |

'7”Lf,0ut of the observed (regular) prloes"
. the- follow1ng peroentages :

- - 1 -

b

September
“october:
November f?“"’

T '..--.,..,.
- e s w em e e ms

1.
%
R

T

R
2]
Rk
::"
1
T
)

. The must~1mportant reason for tne nrlae rlses is beyond
j-G.ou‘oi; the 1nbrease iﬁ the cos of certaln imports The level
, of werld.market pr1ces, expressed in dollars, did not fall
}to anything Tiké: +the" same’ extent ‘as ~that o which the pound
was, devalued In fact in some cases dollar prlces rose,” ‘and . N
prlces in tne terllng,Area were 1ncreased to an extent wnioh‘i.?
more, than.made up fo” tne‘devagatlon of “the" pound Conse- ' 
“gquently, - in tqe ‘case of the prihncipal 1mported raw materlals,f;:
n-the change in theieopver51on rate of the ™ v1s~é~vis‘+he )
‘do¢lar produoed its full effect in pushlng prioes upwards,
'Further, in consequence of the movement of prioes in the




World Market Prices of Important Raw Mﬂterlals,

bterxlng 4irea, even the slight upward revaluation of the
DM vis-a-vis the pound brought scarcely any relief so far as
rew materials are concerned In fect the index of prices for
fba51c matarlals ‘rose agaln in October for the first time for
some months, and this was in the main the consequence of price
rises suoh as those mentloned above

in Dollars
t - T [} '
: S oy 1 L ! . ]
Commodity - 'Beginning End + Increase .
e e » _..10f. Sep . ofuNov a (%) or
S v 11949 - 1949 ! Decrease
. - - ’ - 1 , - , j_n
“ L U ! per oent
: Lo o L] L - :
N ot ' 1 .
(Chlcavo $ per bushel) oo 12,02 “f“‘f2T15‘: #7607
‘Maize ': ot ot S
(Chlcago 5 per bushel) : 1.33 ' 1,35 ' + 1.3
1 1 3
Coffee ' ' ' '
(New York: cents per 1b) 25,05 - 42.02 ; + - 79.7
Sugar t . ' S o
. (New York: cents per-lb): 5.40 ' 5.30 : - 1,9
) - ] e e .
Hogs | 1 ' 1
v "(Chioago: = cents per lb) 20175-217501 7 15.50° 1 - 26.6
- Cotiton P ! - 1
(New Orleans: cents E§§ : 30.25 ; 29.60 : - 2,2
v ' -
Hides [> ) ’ B 1 T
(Chicago: cents per 1b). .19.9% ,20 Qo 85, + 4.6
', Rubber S 1 -
,’_W(New YorK- cents per lb) 17.50 : 16 75 : - 4.3
Copper ‘ _ ' o, o o
- (New York: cents per lb) 17.375 17.50 v+ 0.7
(New York: oents“peralbz 103.00 - : 85,00 : -~ .17.5
Lead Ly . _
(New York: cents per 1b) 15,”25 ‘I 12,00 4.~ 20.7

- ke e s e e em w i ee M. W ee e e o e s e
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- At the same tlme there &are unmls+aka0Le s1gns that in meny
 qua;ters efforts are being made, SO - far a8 possible, to counter—
_ zot the effect of tne rise: in costs of" raw ma+er1als’by reducwng
‘.costs 1n the proc8851ng 1ndusbrles and while “the ‘goods are
: pa581n9 tnrough the varlous s+ages of t”ade. This is ‘becazuse
.ﬂbu51ness peonle are aware: %n,t the puren351ng power of con-s
?lsumers is now relatively Llow, and that it prices Were raised
»]this Would in many cases lead o e 11mitat10n of.. demand An
'examnle of this is “ta be seen-in, the‘textlle industry .Here the

_‘sseciatlons of nroducers reoently came to an agreement under ,
.,,whach the 1ncreased costs of . 1mnorted raw materlals caused by
'the alteratlon in tne rute of exohunge, as we‘l as - 1noreases

and 0* trade,
.&owever, tne
-on the pro-.

i_ materials, as well as on thé- general market 51tuwtion One
T'ccordlnoly finds in all cases where the nrOportlon of material
iln‘the product is re;atlvely hlgn, or where demand is faeed by
-a'supply rhlch is onlj canable of sllght expansion (for in-
stance in. the bet er qua11t1es oL snoes and in the finsr textlles
.that the tendencv for. prlues to. rlse 1s gradually beoomlné stron—
vger and more . frequent ‘ ‘ ‘ '

From another. povnt of v1ew 1mbo“ts in some . oases ‘are

"exertlng a certaﬂn downward presuure on tne price level, Thls
“is- especzally true of tnc strong’ influx of 1mports whish was
1ﬂ;let loose by the "Liberallsing. of Int*a—EuroPeun Trade". This
_ influx ‘brousght in 1arge quantities of goods, the prlces of which
*1were in somg cases much lower in tnelr countrles of orlgin than

1f11n Germany. Even. in- other cases 31mllar goods-produced 1ns1d°
 pGermanJ were exposed +o nomerful connetltlon Apart from
vfooﬁstuffs for general unu lunury eonsumgtlon this is expscilally f”
ftrue in the oase,of e whole’ series of ortlclos of electrical ‘
ecuiﬁment lubricsnts 1“3“,»Steel, tin and metal goeds,
'flbre—wood, and even, in 1nQAVLduaT cases, . of ma Cﬂlﬁvlyo In
fact certain npduSurlGS will heve. te undertake c~good deal
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of rationalisation if they.are to keep going without the pro-
‘tection which import quotas previously gave them against

foreign competition, There can of course be no doubt that the
compulsion to meke. these adjustments will in the 1ong run 3
be a tnoroughly good thlng for the German economy. ‘ 4

, Further tasks of adjustment are beoomlng neceSSary as the'vfé
'ar+1fic1ailJ low prlces which ‘have survived. Prom the ‘period of
E prlce controls are progres31vely got rid of Tae character of
theése controlied prices as a foreign body in the. anparatus of 3}
‘market eontrol is becomlng inorea51ngly apparent Furthormore, E
in so far: ag” the controlled prloes depend on sub81d1es from
'publlc fUnds, they give rise to an 1nflatlon of publlo budgets
fwhich 1s of hlghly doubtful de81rab111ty, The result of abo-
llshlng the* remalns of price control will in the flrst place 3
»ojbe an increase 1n the prices of various baemc materials. Steel. .}
”fprlces\fOr 1nstance still stand at a con51derab1y lower level
:than the prloes of most flnlshed goods as compared w1th the &
period- before the war; Bub already, as the result: of 10ng ne-
gotlatlons between the iron-producing and’ ironrualng 1ndustr1es,e£
they have agaln been sllgntly increased as from December This 4
) rollowed a first 1ncrease, as compared with the prevzous cons
trolied price, which took place in April , 1948, As the result
of the change in December the basic price for bar-steel was

fixed av DM 525 per ton against the previous price of’
DM ch 50 per ton, If one takes into account the simultaneous
rev181on of the scale of supplementary "prices for quality", the‘€
.aidltlonal amount received by steel producers. will, it is true,
- Ye only DM 7_per ton instead of the DM 18,50 fdr which they askedi
There are however now to be similar price changes for sectional %
steel and rolled wire, In addition to this, as from the beglnnlng
- of the New Year, the prices of fuel ocils are to he rsised. :
According to the proposals of the Federal Govermment, on which
the Parliement and Bundesrat still have to dzeide, the price
is to be raised by 20 pfermigs to a2 level of 60 pfennigs per L
litre of petrol, and by 13 pfennigs to a level of 45 pfennigs

}; . per kilogramme of Diesel oil - these rates not however to apply
' "~ to coastal shipping. The new prices are to be regarded -as
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. declin;ng, and in some oases they even stand - at 8 level below

N ars still held down almost to the mreswar level: the obaeot is”

”'regulatlon of gnain'priees. It is notorious that German 'rain

"only that but: In.additlon, if measured in tho llgat o”mthe

e et i NS S8 A R R A

‘
|
|

preparatory. to a gr:dual Lift! ng of. ths control of nrlces |
for fuel oil, Besides t11s, in aooordanee witi the agreement ‘,;;1
“reached in’ oonnectlon Wltn the new fixing of the. oonverslon : “jw
rate for.the DM, the question of coal. prlces is now being ,’.fw l
exemined, The prices inside Gormany, as’ is well known; still g N
stand at a lower level ‘then world merket prices,. Which are i

~the cost of productlon. Furtnermm:e9 very lively - dlscu331ons are ';
taking‘plaoe about the rais1ng of* rents, whach as 1s &nown, o

to 1morove the prospect of remuneratlon for porsons Who under-‘“
take the buiIdlng of new dwelllngs, and in' this way. to at tract -
prlvate capltal ono more uQ the construetlon of dwellzng»houses.

'«a‘.

When all is seld end done, however, the most 1mportant and
also. the most dlfi;ouit problem whloh arises B ooyne“tlon_wjth
the re~establishmen rof’more netural market conditloas'ls the

|
|
|
|
l
%
|

‘prices aré at. present far below prices on the Worid market’ Vot

relatlonshins Wnioh axisted before the War, they haveh}aﬁged far
behlnd the rlse 1n‘prioe of other agrioultural produots and in - :
~the prices.of the articles which farmers use in the oourse of :?

productlon

' There is no" doubt that these. malad;ustmenus grve ‘rise in
many oases to great inconvenlenoe In ordar to malntaln +h.e
relatlvely 1ow 1nland graln orlces wlthout a oomp11 eted apparatus
of oontrols, the prioe of graln 1mported from abroad 1s forced "
down: to the inland- level by means. of oostly subs1d1es aese f(
subsidles represont a heavy burden’ for the budgets of: tne publlc‘
authorities. At the same “time the Tow prloes prevent German '»
farmers from produ01ng more graln, or from giving less’ gleln as .':5
food to their animals. They also cause German eoasuners'%o”be‘ b |
slow in turning away from the oonsumptlon of gﬂawn, end of
animal products. resultlng from the use of grain as fooier,TtQ\
the consumption of other foods. If “these thirvs,,v“loh,are et
preseat prevented were. to happen, then our need to 1mport.grain{fi
which at present undoubtedly makes the greatest holeilq our o



rice Relationships of German JAgricultural Products

According to the calculations of the Institute
for Agricultural Market Research,

-(Brunswicﬁ‘é lekénrode)f&,-

I, ‘Pridesidf'Gréih in Germany and on the
- World Market

_:Import'Price iﬁ‘Sept/ 'Correspond~ : icfual : i
_ y Oct., 1949, c,i.f. at 'ing German éerman“r'f
- Ty North Sea’ Port "Equilibriuwm-« 57
-Type of Grain ey ! Price" , Irice %o .
; and Price ’ : : L , r . ' ' P?OdUCEE
R : !
‘ R S & ¢ Dollars 'In DM per ,
' ,per Ton ‘ ﬁTon at the' .- ‘i .
v l‘rafe of ; In DM per Ton
':' ,c3 8 cents'
. . 3 t
! per DM ' “
[] ] - ’
T T : : T -
‘. v ooy 4
1 ’ . N . ‘4._:'7 ' ; ' o : L ., ) ! .
ntract Price ) :_'1004 j:l 420, 430 ;') v
- Prices under Wheat yooa ! oF %’260
reement .1949/50 , ¢ o SRR
- 7 LU .
a ' 80 . o336 ;346 ! gv
' : v '
' 69 y o 290 ! 300 1 ; h
! i ! '
H ? ! !
t : 1 : ' f
_ , 80 vy 336 . : 356 ' ;
, " ' o g :
MarketvPricé . : | ' L) 346
Lverage 1 70 v 294 : 314 ')
Minimum : 65 :' 273 1 293 ' %
oo ' ! : - !
Podder Maize ' ! ' '
. [} 1 . !
Gontract Price’) |, 75 315t w45 )
. ' 1
Market Prlcg ' | y ' C ) 210
Average ! 65 T, 273 ' 303 ¢ )
' :
Ninimum .56, 235 | 265 '
. . 1 . ‘ :
- , : e .

1) These are the priees which serve as basis for the purchases
of the U.S., Military Government in Germany. |
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s ' II. Present Price Relationship in Germany
1 t . : 1
. Commodities . - - v, 1938/39 = 100 ©
1 ' 1 1
[ ! ' PN !
.'All Agrlcultural Produce v 1642’ t
; "Articles used b Farmers : . 2)‘ :
in Produotlon.1¥ . e 1697+ o
IR - il  1 N : ’ t
v!Wheat<' ! 125 RE
'Rye. - ! le7 =~
”tFodder Barley J 124 - 1
' Foddér Oats - ot 125 !
1 BEdible Potatoes ' 192 v
.., 8ugar Beet - e ! 145 '
-1Ed1ble Peas L ! 201 - ¢ I
tRaps " o ' 28l . !
tymlﬂi_‘;, : " X770 !
¢ Oxen .. - v 77 .. - it
wHogs = .~ 0 ! 221 . &' S
1 Calves s / : t » 1261 »;’\ e "17?""-“” S
_: 184 L :

“ySheep "

/

- ’

1)'1938 lOO Galculatlons of tne Economlckﬂdmlnlstgatlon
ny, £ w.n :

2) As at May 1949

dollar balancgfpayments, would by degrees fall, There is: there- _
fore general agreement that 2 rise in grain prlces would benefit ‘};
not only the budgets of our public authorltles but also our :
balance of payments, which aould then stand a better chance

of balunclng It would not of course be pos31ble to -raise the
prices up to the level of tlie contract prlces waich at present f|
governﬁ&a»drtof imports flnanced by foreign aid, But there is no |
need for hlS, because Germeny -has been given tne nrospect of
being allowed to adhere to the World Wheat lgreement, .and this
would bring the advantage of much Tower import prices, In ad-
dition the tendencJ of prices on the international grain markets
seems likely on a longer view to be downward., It can therefo¢e
- _be assumed that subsidies for equalising the price of graLn on

' the inland market and the world market would become superfluous

© o d
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' who have already delivered the quantities of grain reguired ty E‘

- if the prlce of wheat was raised to DM 320 per ton and ‘the
. price of rye to DM 280 per ton,. then the price of bread (even
~after taking into account the simultaneous increase in those

if the inland prices were to rise by only a Frzc+1or of the
gap which at presenty separates the two.

- 0F course even that would glve rise to some qulte com-~
plicated problems. In particular the oomoetent authorltles
guote the follow:.no as a rezson aga¢nst any early raising
of grain prioes, They point.out that an increase 1n price
before the end of the crop year would damage those farmsrs

TR TN Aoy
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the regulations. In this ~onnection it should be p01nued out
that in point of fact, up to 31st October, 63. per oent of the

‘required deliveries had already been effected, In addition to

this it would be quite wrong to underestimate the burdensome .@
effect of an increase of grain prices from the p01nt of view '
of soclal policy. It is true that it has been oalsulated that,

B

elements of 1ts cost which depend on prices) would rise on tne

faverage by only 12 5 per cent. This would mean that the ex-
'penditure per head per month on bread foodstuffs and flour

would only rise by 75 pfeunnigs. This amount may look small,
but it does mean as much as T# 3 per month for a family oon-~
sisting- of four nersonsq If this happenel, then for neople
in certain 1n03me groups, especially for instance persons
in recelpt of ma;ntenance benefit,old age or dlS&bl;luJ

- pensions and the llke .gome. form of compensation would

be certalnly necessary. Thus any revision of the scale of
grain prices, esneolally ;f an. increase of rénts took place ;Q

at the game time, mlght We 1 lead to a further 1ncreaoe of-

the nominai costs in our eoonqmy, these sosts being slready

on the.upgrade as a result of the revision of other prioce—

scales. _ _ - o | 3
figeinst this it can be Sdo'that in the interests of our

balance of payments, bthe prices of any of oar goods. which . f?.

may be exported must in any case be kept low. Our economy 3

must therefore not be.allowed to pass °on any 1ncveased costs
autometically in the form of higher prices for its »nroduchu.

- A% .
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---g¥eps-must.-be taken, to ensure that it any of the elements whdoh
determine costs rise to a higher level ‘then this must He~

' oounteracted by ratlonelvslng produot;on, as well as by reducing
the price marg ins whmoh arise in the varrous stages of prooess1ng f:

and of trade,

The rightness of this eonolusion is shown by a glance at

Conrtmart e 1

the latest developments in our fo*e1gn>trade-end oayments.

F oreign Trad e and Pea ynm'e nts

" The oharaoteristio feature of our forelgn trade during the
past few months was- & large. rise in- imports, witile at the seme
- time ‘the movement of our exports was very Lnsatlsfactory. After
. the Currency Reform our exports showed'a very -desirable inarease
but as WilL be remembered in June this year the rising tendency
gave way to a state of stagnatlon. In Oﬂtober there is now a
deflnlte deollne £o be observed, ‘Mhere are still- o complete 4
- data for the French. Zone, but. in the Gomblned Eoonomlc Lrec;tne
f‘exports, expressed -in DM, have: gone back agaln to about tne{level'
' ; of . the third quarter of the year- and they have done this in
S splte of the higher rate of oonver31on ‘which’ has been'applled to
~ the. M, The dollar ‘procesds’ stood ‘at g 75 million. against & 93 milg
llon in September, thus snow1ng a. deollne of no less then 20 per ‘.
‘cent, This decline. was attrlbutable, to the extent of about bhree—-33
fifths Yo the alteration in ﬁhe rete Tor oonver51on of the I,
i e,, to the reductlon of dollam prrces._but o the extent of
“about two—flf*hs, it was also..due. 1o 8. decline in the volume \
of exports, Tq;s ‘Jevelopment oaused no surprise It was partly
explalned by ‘the fact that -during. the ten days Wthh elapsed o
between the devaluation of the British oound and. thu lelng of- %
the new. rate for the Dh,.no contracts could be eonoluded Ex~ |
porters were obliged, in view of the oaanged 81tuatlon onn world
arkets, to wait- for & new.basis. of caloulatlon before thev
-colild begin to trade again.. .our forelgn oompetltors of course
made good use of. this temporary handloep sufferzd by Gsrman
exports. Nevertneless it may well be thaet the poox resulis.shown -
by our‘exports'1n400tober.may te only avpa551ng_3henomenon
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However that mey be, the developments of the lest few

‘months again show with especial clarity the size of the export

problem which Western Germany still has to solve if it is to

succeed by its own ezforts in reaching equilibrium of its | \

balance of payments.: The results of the export trade during.

the first four months of the second Marshell Plan year, 1.6, - r
»
:
i
|
|

from July to October, 1949, show that ‘the Combined Ecoqomzc
Area is exporting’at an annual rate of about g 1 milliard

this should be added some ¥ 100 million for the exports of the
French Zone and = “similer amount for inv131ble exnorts. .galnst
these g 1,2 milliard however there are imports at a yearly rate
of ebout € 2.3 milliarl ‘Thue nearly hall our imnorts stlll de—
pend on.fovelvn Yielp, If exzmined in det”ll the p031t10n glveb1(“
‘even more. food for thought than would anpesr from these overall“t
figures, Thie is_because,‘ﬁs will be seen-from the Hllowing. table
a very large part of German exports ‘goes to countries with a -
"soft" currenoy. In sucq countrles the pressure.of” n'ﬂza"I'L;t:lf)nza.].5~
comnetitlan on prlces has only a limited effect, Lu the sgme

tlmb our exports to Mhard" currenCJ oountrlos stlTl maﬁe un :
qon81derably less thaq half the amount of tpose of our 1mno"ts
which zre really imooruant for the existence of Westerﬂ Ger-‘

many and whlcn we~ obta#n from these countrle "Lorvovern for a
oonsiderable time  to come, we shall have %o continue drewing
1mports to & large eytent from these "heard" ¢ currency couftrlus.

In the llmltatlon of our exports no small part is pl yad';.'
by the strong power: of suction exeroLsed by the internal merket,
‘To a great extent this follows naturallv from the fact that the
level of our productlon still remains low in comparison wita '
the period before the war. Even in Cctober, the highest DOlPu;w
go far reashed, the production of induutry per ‘head of po“u~~
lztion rezched only 75 per cent of the level of 1936, Another.
3 reason is the hlgq level -of our raﬁulrements for. reconstructlon i 4
g} The "Export quota"™, that is to say the proportion hﬂloh exno“ts
Year to total nroduntion, hnas accordingly réached. o“*J a'¢ract10n ¥
of the prwv¢r~leve1 in most Lranches of 1ndust“y. Tha only eX- ,

ception to this is the ooel mining industry, dcc0“d1“uly, as - i
the volume of forelgn help declines, it wiil more end more ‘

'
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1)

Export Quotes of the Germen Industry

-

1 1 ; !
i 2) ' Second Quar- ! B i)
) . 119’6 i fer 1949 3) g
: : - — - |
:All industry, except Building | ; ¥ 2
i as and Eleczr1c1ty Supply ot 8 1 5.5 ' -
14111 Industry, except Building, - | ' v g
t Gas and Electricity Supply 1 & . g
1 .and production of Bituminows 1 1 . . "
1t Coal, Coke and Briquettes 1 8 ! 4 y 3
'Bitumlnoas Coal production, - P N |
Y includlng Coke and Briguettes | 15 1 28 N
- P TR |
'3 | Salt Mlnes and Selt Pans i 31 f' 15 . & X
'I.Iachme—buildlnb : P15 1. 8. L }'[ 9
3 ~ ,Production of Eleciricai Equipment{ 13 §" 3 ' :h?
,ﬁigh’grade hechanlcal and Optlc al i. ' ' . ; ﬂf@
. Industry ISR 12 N | i
l'Glass o 118 ' 3 t ;?<
' Chemicals vl 1 5. . i
rTextiles A 6. o |
T R R ’
T _

- 1) Exportéras a percentage of total sales

!
2). For. the area of the former Germvn Reich

3) Por tne'uomblned Econcmic urua, excludlng sales to Occupylng
Powers. ,

becoms one of the most difficult tasks of Gefman‘éécnomic
policy to find the rignt belance between the nesds of the in-

ternal market and the need for e: xports. i
. ‘ N

/]

Imports in Getober showed a quite violent upward movement, &

» i

Thes are as yet no complete figures for the French Zone, dbub

in the area of the former Combined Economgc Lrea the value of
imports, expressed in DI, was 41 per cent higher than in Sep~

tember. This rise in imports wasdse, ia-parbyonly to the new

rate for the IM making imports dearer. This factor did exert

a considerable influence, especially since more than half our
imports came from countries whose currencies were not devalued, |

PR O L S e




B e e

But, even if measured by volume, imports rose by almost a

e
guarter, The incresse in volume was due in great part o GARIOL
imports, wheress the Marshall Plan imports, as-can be seen from
the table on page 55, only rsached about the seme level as in g
5 ,

the D evious month messured in terms of gdollars

In November tnb rise in imports has evident lv contlnued.
at ell events the balsnces 12ld by the Benk Deutscher Linder
et foreign banks fell from DM 1,070,3 million on 31st October
to DI 986.6 million on 30th Nowember, end this certainly points
$0 & further increase in tae deficit on the balence of traede,
Furthermore, to judge by the way in which creditéAare béing
opened and, in oases where oredits are not used, orders for
reyment for imports are goming in, we must expect a quite
considerable inceease in commercizl imports to contlnue during
the next few months, The velue of the import ored ts,opened
by the Bank deutscher Linder in November, excluding crédits'
for E.C,A. imports, emounted to ; Z75.4 xillion against '
»%64,7 million in Ootober and #60.1 million in Sepbember,
These figures are arrived at after uniformly applying the new

conversion rates, The rise in the figures took place zlthough
gsince the middle of October vhey have included few or no Dutch
credits, because these are now opened direct by the Foreign .

Trade Banks to the debit of ths eoollection accounts which they fj
keep with Dutch banks, At the sems time it must be remarked that )
there has been a sharyp upward movement in the grantlng cf import

permits, which are a preliminsry.to bthe opening of credits; in thd
cagse of these 1mnort vermits; however, as well as in the case ;
of the credits which are being opened =nd the payment orders

3

which are coming in, the increase is due very largely to imports
from E+R.P, countrics,

A8 1s probably well kuowm, what hes given rise to all,these‘
movements is the."literalicing of Buropean trade" on which the
council of the >,E.
has led to far-~resch
viously in force, suci

]

H 2 . 2 Yo~
L. decidad in July, Since Then this sciasme

ductiong in the import cuotas
+
19

ioas being partly of = bilat
and partly of a unilsleral characiter, From the bagianing
J &

has played a full nert in putiing into execcution this aial
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concept, the object of which is 1o bring ebout & closer econd.
mic integration of the Huropecn countries talking part in the ]

Marshall Plan, In addition-Germany, in spite of ths fact that
its position'is in many respects weszker than that of other

countries, has cut down its previously existing restrictive e;
1mport quotas to an extent which has given it a place in ths
front rank of the llberelising movement, Up 19 the beginning
of December bllat@“”l libarelising ﬂﬂre=ments had been con-
cluded: w1tn seven European countr;es. n=mely Switzerland HolLand
Belgium-Tuxemburg, Austrie, Forwzay, Sweden and Denmark. These 4
agreements removed all quota roStrLCtano for an lmporuant rart.
of the imports which had beea coming from these countrles. Morefﬁf
than this, .on the 4th Novemaer the vnilateral. free list was pub
-into force,. Thnis meant that for sbout 350 aategories of goodas,
which’ in the first half of 1949 accounted for same'35 per cent
of Western Ge“many'31mports from 0.E.E,C. ewuntries, imports 2
from the European B, R.L. sountries were entjrely freed from ;
restriction, ‘It - 11l be remezbered that the: 0.E,E.C. put for-
wari the recuest that by 15th Decembder , 1949 at\least 50 per
cent of the imports coming from E.R.P, oeunfries:in'each of the
three categoricss raw materiais, fin 1~hed goods end foodstuffs 1
should be fresd from r restriction, It can be nssumed that the %
effect of the unilatersi list end the bilateral liberalising |
agreements mentioned sbove hes bsen thatb elre cady in November

Germeny had met this requirement of the 0.B,E.C. botn for raw
materials sznd for finished.goods, awtno' sh 1f n;' oerhans no’b
yet done'so for-foodstuffs. "

The effccts of this liberalisation on the demands by German 4
lmmortensweﬂeenormous, The vr:wc in the amount of credits apeneﬁ
reedy lLesn described atove, To

g

arid of orders-for payment has al |
complete the picture it may be furiher mentionsd thet the emount §

of import permits, which were in foct grented in pursuance of the)
! =~ - -4
lateral free list in the

bilatersl trade agrecements znd the w.l
interval T.etween the time when +the agreements and the free
1list became eifective and the 7+th Decamber, reached a monthly

averzsge amounting to several time

S S
instance ths licenscs grantsd in nursusnce of the agreement




Balance_ of Peyments of Western Germeny

’vis—é—yi§_00untries participating in the Intra-
Fufopean Peyments Scheme x) .
 Monthly balances for payment in the

Clearlng at the Baxk for Internatlonal,
. Settlements

(rn'mililons of Dollars)

1 T —T Y ¥ : ’

‘ WVis-8-vis Vis-a-vis y Vis-a-vis TVls—é—vis

' 6 countries:3 countries 4 countries’ all

. vto which  :in which  ,with which. 'countries

' . yGermany  Germany va "balanced’taklng

' SRR TAI) wwhas granted,holds funds accounh" 'part in '
' Monthly - !;Drawing 1{or has - ,is expect- ’tne Intra- -
, Averages'a‘ ,nghts 1) ,reoe;ved>/ ,ed - 'Euronean :

' T 1 1 Drawing ' S Payments

' hf 1Rights) - uScheme v4)

: NE {Tor meet- ' :\ .

' S ying - 1 D

| I !Current_ 2)'

' ER ~ ysettlements®’, Es

i ' — = ™~ T ;," ) _,

! L - S B 1 1 . o ‘

, Letual Balaneces.. . ..y .- - ' . u .
1 for Payment _ R S | . ' e :‘-’.,-7_: s : :
' 1948 4th Quarter : + 5,6 : + 3.4 /: - 4.2 '+ 4.8

1 . B . N . . JU .

! ?nd " :, + 19,2 : + 0,2 : - 13,5 1+ 5.9 .
. . 4 B e

3 3rd " v+ 109, o+ 9,2 - - 7.6 0+ 12,5 0
! October '+ 0.1' =~ 89 ' =251~ 1l.3 !

— : : ]

' Pr escrlbed Balance for . ) ! '

: Payment in 1949/50?‘ S - ' 7: . 1
. Total . - . .¥165.9 o= 9% !y 0 v+ T3.8

! Monthly,Average=:.4 RN T 7.5 Pt 0 : + 6,1

t - o . * 1

x) Including noprpaftioiﬁafin37éouﬁ%ries“in the Sterling Avea .

1) Austrié, France, Greece, Nebtherlands, Norway, Turkey

2) sterling Area, Sweden, Denmark o

3)'Belg1um~Luxembarg, Italy, Portugal, Switzerland

4)

O. E E.C. countrles plus non-participating countrles 1n the
Stewllno Area . .

T ~ o TR LN TR PRy ey - oG 7 a
R R RN RSN




- the tradit ional structure of trade relations between Germany andg

' Settlements showed a deficit of g11.3 million, In view of the
development in the granting of import licenses and in the

with Holland rcached, in berely two-end-a-helf months, about si % 7§
times the total.emount of the imports from Holland in the tbird L
guarter of 1949, -

The'exports of Western Germeny to the E,R,P, countries have ﬁ;
not as yet been affected to anything like the same extent by the_51

have not. yet gone so far as we have in the d1 ection of libera- “
lisatlon, and partly beeause in those countries the vacuum which- i
requlres fllllng by imports is a- good deal weaker than in Gor— ;f
meny, In consequence of this, the structuire of Western Ce"manJ's‘?
balande of . payments with these countries is going through a

nrecess of complete transformation, As will be seen from the
table on page.57, .Westeru Germany's balance of payments with 8
the other 0.E.E.C, dountries in the first quarter of 1949 showed .
& surplus of 515 3 milllon. ‘Phis was in part in accordance with 3

Western Europe To ‘8 certein extent of course it.was also due
to the go-slow import policy followed by J.E,I,A.; Which was-
only abandoned in the spring of 1949, and to J.E.I. A's Com~
pliceted import nrocedure which wes also only changed in haroh
The ohange in Germany's import policy had already apprecisbly

. altered the balance of payménts position in the third gquarter E
.of 1949 but even in this period, as our table sho”s, there was -
“still a. surplus. In October, the first month after the con-- )
clusion of bllate al llber31151ng agreements, the pos1tlon wes .,ﬁ
different, In that month the Clearing for payments with 0.E.B.C.
countries which is conducted by the.Bank for International

~opening of credits which has been described above,-it .cen be
assumed that thls def1c1t ‘has 'in tie meanti ime 1ncreesed end is
perhaps still rising further, R

Thus it would seem that, in premeting the cause of liberal-
~ising Europeen trade, Germany has,undqubtedly exposed itself to -
serious ooﬁsequeﬁces} It is already known that in meny lines of ﬁ%'
business, Iinciuding some which by their nature ought to be
given a sertain amount of protection because they are still in
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the stege of initial development,; difficulties have been coused

by the influx of forsig which are often so0ld at a lower
But
policy, in =
brings with it se

n goods,

price, gulte spart from such consscuancas the lloeLJlL":mg

oounory which 1is finoncmully so wezk as Gc*m yeh's 1s,
rious risks f"om the forsign exchenge 301n+ :
Intra- o

ar‘e.d : i

_ As will be seen from tae table on page 57,
+  EBuropean Payments Scheme for 1949/50 hes already becn rend
'téﬂafgr;at extent out of dute by the reoent develonments in vl_ff
Western Germany's balance of paJments with the other paxtlci— _,x
| aobordlng to theJ
to some !

of view, the

- pating countries, This is bevause Germany, which
- Scheme ought to have been a “O”eul or® count
eXuent converted into a "debbor" "ouqtr", “ven V;Swa"VLS the
six countries to “nlch ue:maay‘
Scheme for 1949/50, |
_German eredit balence in October annrscrhblj ueollned V1s—a-vis
' certaln individual CO”“tPL“S there was even an 1mnort surﬂlus. £
The resilt of this has been tnat onlv some of the ae‘wox&couni:::':ie'iE
_have been able use of the Draw1 ngﬂts mulch Germany
‘hjd to gr1at according to;tne.?aymengs Scheme, In one cese
indeed a West Germen debtor Eaience towards a country wnlchn
acoordlng to the Intrs een Pa?ments Scheme, nﬂd DraW1rg
. Rights in Germany, was
against on balance which existed in another country. Dhis
failuré to use Drawing Rights acoo"dod by Western aefmany mlgnt
_have as a consequence that Wesizrn Germany would lqog_a,p;rt-of

has been

according to the Pajments

ouvnt to have granted Drawing ngntu, the

to make

‘Burop
settled by an autom tic Pomr@nsatlon

the help it could obhsm

namély the so~called

“ditional Lid 1s ondy g?anted % tLe,exteat t0 ”ﬂlch +he Drewving
uoed by tae other

Western Germany

countries prove to be

e
look for some way of mzking good this loss for Western Germany.
1

It might be thet
use of
Europegn Paymenis
to the plefs!

;..

fersano

be done by reducing

Conditio
Rights accordsd by Westarn
perticipating countries. Sl
is Talence o

the only wey to do
the revision clasuse ok
Agreement of 7th Sex
sible effects of liverszslisation, It night
tha R

wise rec Mershall Plen,

c= «.1"8 \;aO”l"

Germeny ere in fac
Should the change in the vosition.of

f payments
lestirg one, it may hs necessary to

X

1 T

vig--A-vis she O,;,E.C.

aaount of
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ol accorded by Western Germany, wheredy conditional Marshall Plan

e R T 3

B e

Aid might be converted iuto unoonditianal eid,

" The worsening of Western Germeny's balanoe of payments wltn ‘

cert in individual countries may onuaJ] yvet emoﬁl:nev~ danoer.

i o This is that Western Germany might thereby incur obllgstlons

_to make payments in hard rurwvencies. T This oould ‘happen in so

'%% . far as the existing Payment Agreements Drov1de that, when the
{ . . . balence passes & certain 1imit, the amount in ‘exwess of thMt o
| limit must be settled in goid or dollars, It is true that in this

fh{‘.,,' - .respect the bllateral agreements which. have been recently con-

gl cluded have broughs apprc01¢b76 relief, In some ca ses settlement

in cash of the "Spitze" of the trade bslance.has been entirely

renounced, OF poétponed for & ceriain period., In other cases the:

- : |
.. - upper limit of the balence, the so nelled "swing", huS been

raised. As wiil be seen, this.repres sents no solution of the g

|

problem, but merely pubts it off, Once the new, increased balance
is used up, the question of coshn nvymenub, thet.is to say the use
of "hard" currsncies, is likely %o become acute. The only way to

get over this danger withoul depz rting from the nr1n01ple of

liberalisation will be if Western Cermany's tfaalng partners canf
by degrees he got to Iree Tvheir trade to a B-VPtvl extent, so

that their imports from Germeny may invrease sufficiently to

counter-balance at least a pert of their surpilus of éxports ’@
e ~ to Germany. If this should neppen, then Wesiern Cgrmuny 1n the ‘%
" long run would have no cholce except Hc make use of ‘the esoape ;
~clause contzined in the Paris lAgreements, According %o this f
4 liberty to confine its llberalisation‘

s

it cen “eexr ViSwa—ViS each of the

clause every country is av

of trade within such limibtse &

other participating countrics: i.S. from the point of view of 2»

1%5 : - pzyments, without incurring a lces of do llars. When the unllataral
‘ free list wzs brought into force a reserve was expressly mede in
this connection. It was then stated thet the granting of import
ee list, would be

threat of losses of dollars, in

permits, which became automaﬁic under the fr

o

suspended,in cese thers were

")

respect of any country if neg)d
disoussion of the matbttcr at the 0.E.E.C. should have led to 10
positive result., Such =2 step however would amount to & partiel

ytietions with that counbry or




cencellation of the messurss which have been taken in tae
interests of the economic integratior of Burope, and Germany
would thercfore.only consider taking eny such step in = case
of extreme neced,

e must hope that German exports to the remaining 0.E,E.C,
countries will by degrees rise to an extent comparable with the

inerease in German imports from these countries, This would
reduce the danger of losses of dollars through having to settle
the "Spitzen" of trade balances in cash, At the same time
everything would have to be done to ensure thet the liberali-~
sation did not lesd to a worsening of Germany's dollar balance
of payments in other directions, £ danrger of such worsening.might;
for instanee arise inasmuch as Germsn exportsto the 0.E.E.C,

- eouniries in part.conSist precisely of goods which could.egually

well be sold in the dollar area or in the Bast of Europe, It
might well be that our exporters, through finding sales easier. -
in Westesn Europe, would neglect their exports to the dollar
arsa. This danger is the greater, since the remaining 0.E.E.C,
countries are naturally most ready to lift their restrictions

on imports from Germeny precicely in the case of those goods
which zre in strong demand, and which consequently are among

the easiest to sell in overseas ocountries, Germany onn.the.othar
hand can only to & very limited extent get from the 0,E.E.C.
pountries the goods which are essential %o its existence, suca
as, in particular, rew materials and basic foodstuffs like grain;;f&
There will have to be stronger inducements to export, and in- '
deed probably also a genersl increase in export production and
in opportunities for exports, if Western Germany'!s dollar
balance of payments is to escape such uadesirable consequences
of the liberalisation of Zuropean trade, At the same time it 1s-
obvious that sales in the inland market must not be made too

easy through too much money being availeble.




	Contents
	The Economic Situation in the Area of the German Federal Republic in October and November, 1949
	Money and Credit 
	Public Finances
	Production, Sale and Employment
	Prices
	Foreign Trade and Payments


