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Money and Crealt

S<h n r t -~ t e r m\ B a n k C r e d 1 t a n d B a n k _‘
D e p o 5 1 t s f ‘g.; oo L .
On 22 March 1949L.the restrlctlon of the credlt volume of,'
flnanc1al 1nst1tutlons (so oalled ratlonlng of credlts), in
force 31nce 16 November 1948,—qu resclnded by dlrection of
the Boafd of Dlnectors. As eXplalned 1n the last monthly report,
thls actlon'was not meant to. pave the way for renewed expans1on
of bank credit but,on tne contrary, to regulate ‘bank, eredit
.'again by normal banklng pollcy, i.e. partlcularly by ths
1nterest rate and by prlva+e oredlt seleotlon, ‘The- Bdéid of
Directors expects that Llﬂ&ﬂClal 1nst1tut10ns.0n a&count Of
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o their exwerLe ce, wWilly whe granul g short tefm :

- futoma ¢oallv apDLy The ngtjeﬂ wSlCh 1s reaulred in ]
1nteresﬂ of. tne currencv ana sound banklng pollcy
expeotlon Aas so Lax, oome t*ae. Aocoralng to +he results of
the weemLy banklng StatISvlcS —~wh Le thls report was belng

ahandonment of p e wewtrlct¢on hasbcoﬁ 1nuea buf’hdrdly ;;.

15 thau 1n statlst'Ca <tevms uLere

oelated5renewa¢s of o_ees of eX““ erand Wbreq hws to be

‘frev1°wea 1n tne sta"lstw o'wS a who¢e Slnce t e aeveLopments in

18 weeks-

From '_'1 Apml' througn 25 L\_pvll, B 100 mll_]__.f'*“v DM Jncrezse in
'-—c“edlts of the LlZ ce
alone Was recordev, Tb Hanse Cluy o? Hamourgxwas ualnly
/responslble for tklo , rease (# 14 mllllon DM) In thls case,:
however, 7O pe* cen+ or.uu 'bote¢ credlt volume,ls covered %y

ahy .Te Orulﬂg flnan01al 1nst1but10ns

the- Weekly Eta 1bt“ e..“utherEOMC, the 92 mLLlLOH DM 1ncreaee
1n Northrhlne Wesupnalea is worth men+1on1ng aLthough Nhen

compared: w1uh the tosal crcdlt'volumc,tls only 20 per cent.




When taxing as a- ba51 the relation - gefween th”‘neenlv stafistiés~

_DI the lﬂlelﬂ wal Ladder a*d tBC';l”ures of_uhe co,xoﬂnonwla

4h¢y staulstlcs, tOvaL in “ease 1W bank CFGQLtS’erlng tnv

f¢rst tnree Weeks 1n AhrLA v"u¢a ﬂave o he est*ﬁ”+ed at sbout - -

l26 'EWLW%OQ.DM ”“us' a“]ia ase 1“.Earoh Wi Lch,amoun ed” 'g-p>3

~
s

'”ffaccoraﬂﬁg to the month \S+aL’S Lcs bO 286 mﬂlllon DM was almost;li

fequa+ed The’~ncreasc.f;5nh otal ¥ ed1+ vo’ume i, AprlL will

,(

-ﬂprobaolv haveaﬂmun eu'%o-fbﬁghl* reﬂ chM- AT hcmgh. the *J.;;J“

-
flnan01ng of *Qre¢g trsde —fiheffinéhoing o lmports 1n parul—J75

. euls ar *‘5 as ¢nclca ed by the Hamburg siati st cs, had a swzeaDLe
's%are in. th lS vnch( 2, workiﬁg’éredii$‘gnd credlts for tue_;;

t’_lnferlm f ﬁMfCl”g o? ‘ :tai;{lnvesgment progects under way are”

L?probaluy a S0 parulclpat Lg_lr‘mhe'dvodlt etpan31on. The 1ncrease

',9*n sho“t~term bank credics'of Le 712 1ns 1cutlons 1n Aprll ‘fﬁf

1m
rfbu31ness and 1nd1v1duaLo. Tre f ecuent complalntw that baﬂk »gﬁﬂ}'

3 m1¢71

s nea

'L}aceounted ﬁorﬂon_%

credlt wa's: not avallab & or at least not to & oatls¢actﬁry

4uoxtent'are not au ~all, suoporteq oy n fi wres on hand.. n facf}'“:

'1fthe complalnts Vou7d not appear uﬂaerqtandabTe Had tre sho uage

'“of‘medlumr and long—tﬁrm cred ofnot forced +ha eoopomy to ;dls°
Vshort*term\bank’cred¢ to a’ reater ex+entfthan cou¢d be

'f;,accepted from(the VWewp01nt ‘of - souna bankLng pollcy uhdS—

o -creatlng tho 1mpr9851on 0T a %e¢a+1VL sh@rtage.”_ﬁf:«-

"o - ..,
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As- far as tnc cog9051t10n of creQLts 1s conéernea, tae in icrea se |

“jﬂn march 18’ ~conorary uO The- prev1oas monuhs —'d trlbuued

j:;equally among bllls o;lexcnaqge, current auoourt and apceptance |
";eredl s, w1th a haLV fffive per cent each.,Durlng nDrll ‘mavnly

'}current accouqt a“a acceptance Cr ~edits 1noreased ‘at least at-

'the weekly reporti::_bancsj_mhreas bLlWS of exchange clests_

.?ose pn;y‘s;lgnj;g.

'Aaﬂordﬂpt %o-thé'ﬁonthly statistics, “he total volwnme:of short~

‘term Creule o* hu.SLWSS banics amou“uu t0°5 551 million DM at

,uhc ‘end of. 1 m Accordlng to the above dtateﬁents;”it would

have Yo be éstlmauea at bver 5 800 millidm Dl as of 23 Aprll

T ~

i a@ of the end of Aprll
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“eithér in March nor iﬁ4April 3id the central bank system hav
to glve substantial direct asulstance to the expansion of banl
credits. By mldﬁAprll central bank credlts gran*ed to financ
'institutions amounted to 1 611 million DM and were thus only
52 million DM higher than at the end of February. Iadirect aig
from the central bank system, however, was substaﬂtlal. ¢n+ougn
“the settlement of the IM-side of forelgn transactlons and Obﬂe;

payments Wltfln is group of gecounts alone 222
v

new cenmral bank money accrued during the period from the end.
of February un il m¢aﬁApr ;..ADO&t 90 mllllOP Dm of this amounJ
however, had not beeﬂ.w uharavn whlle thﬁs report wés being
prlnted. In addltuOu, cred1+s granted through tle central bank
ystem.to publlc authorities 1ncreased durlng the\same period .
by 117 mllllon DH among which the flnan01al requlrements of thi

Rallway Admlnlstra+1o plavea ) substantlal role.'

Durlng March, depool s of on—baﬁk customers wis h flnan01al »
1nst1tu+1ons 1ncreusba by 433 m11¢1on DM Wthh is.almost the
‘same‘amount as benk credits of buq1ness banks and the central
bank'System'ﬁo non-vanks 1nclua1ng the -balance, from foreign 8
tfansactioﬁs)' Notes in circulation (excludlng Berlin) als well_
as depos1ts of noh-bank- customers with the central bank system
‘were at’ the end of Merch nearly the same as au the end of ebfu‘
ary(lj. The steaay increase in credits and deposits Juctlfles
uhe conclusion that the ccnversion of old Relchsmark*defoblts'
into DM&dep051ts and the dis solut;on of the blocked account
were no longer of any 1mportance durihg March. It may be a5 Sume]
that the Reichsmark—accounts’stiiivke§t>in t¥=s books of financ;
institutions mainly oqncefﬁvstch cases as are either subject td;
wearisome examination by the tax office or eventually prove nOtg

to be eligible for conversion.

(1) Notes in circulation (excluding Berlin) - 29 million
‘Deposits of non-harnk custo wers with the ocutral bank
+ 7 million DM. _




At the end of March, ithe total money volume freely available in ||
; ||

the specified arez anounted to 18.4 biliion IM. In acdifion,
there existed 545 miliion DM blocked scoounts the major part of
which\fell on the iMVEStmeLt account. Comﬂ"red wjth the previous

jby 4¢O mllllon DM vheress the blockea paru - % O“éh the pro-
gressive dlssolu*'o of the. blocked ‘account -~ decroas ed by

roughly 60 million DM. By Aprll, the maﬁey voiume haé P
'1ncreased con 51de*ab due to the creatlon of credits. Up to

‘S
3

’fthlsAday, the incres in depos¢fs with 112 weekly revortir
lfinancial ingtitutions amounﬂed“to\ZSO million DU (eXclaying
faepoult» from financial instit utlons) and with the central bank

ysteﬁ to 370 m$1110n D (1nc*uu1ﬂg, however; uhe credit—-balance
By of the "EKreditanstalt. f;r‘mleueraufba‘" (ﬁebonétru ion Loan Bank
Vi,whlch resulted from the releaseé of counferpart~ unds and which
f;kfnas not aeea W“th—d“avﬁ as yet.. yluce the cred*u~ua¢a ces of
f ?publ10 authorlzleu account’ for the 1argeqt paft of the increase
-in dep051+s, g fact which is connecfea wi ub the qu "ly'déte §

‘of tax Dajmonus‘on 10 Aprll‘tuer is reason. to assume that the
’creation‘o;_c redit - Girectly ox irdi” ectly - ha atisfied the
demand of *iqjiﬂ'tv for tﬂe‘payﬁéﬁt of taxes ‘

v

iaity of Bank.s
. AR -

"J

The expan51on of credits hav1ng 3aheﬂ Dlace‘so zr did not -
affect all banks equally. Apart from. 1nst1tut1 ns which were
‘very reluctanx in granulng»creﬁl:s, there weve others which
presumaoly had come close to the acceptab’e limit. At the end

of March, short-term cradits of the *uccessor ingtitutions of
the large banks auou;ued,on the average, to 86 per cent o
doposwts on free account and short te”m Credlba of the rezional

and local banks to 75 per cent., Both groups, however, comprise

h

-

t
(ny

.« 1 s X . s : e .
- noted institutions whose outstanding credits consideraniy =zceed |§
S the amount of their customers deposits. This is necessarily :

rTYoWINgs

O .

7 alwaya combined with a particularly high demand for b
‘o frém the central bank system. That beyond this credit as wsll -
: as ligbilities of nearly a¢l banks are exceptionslly high in

3 proportion to the capital st tock allowed through currency legis-—

- 5 —
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lation is quite natural in consideration of the smell volume of
the capital equipment. The extension of credits through the Iag

Central Banks to the commerciaiibanks could thums in mang cases

not comply with th e Suandards proved through long years of bé:

of .issue practloes, ‘

v

liquidity alone will probably bé no obstacle for the

of the financ: .1 1nstrtut10ﬂs to grant -further credit

the less s1nce - ceterls parlbusr— “the expan31op of bank ere&i
does not 1nf1uenee the 01rculatldn of notes for the time being
because the latter depends ca1efly upon the emoanu of wages:
salarles ana/or the retall turnoVere and, accoralngry, the
11qu1d1ty of financial 1nst1tutlons need not deteriorate for.s
tlme being, provided credits are expandea equaW ly at gll wnst“
utlors. The “ormal consequence of “the 1ucrea51ng granulng of

'vrequlred. Slnce *he supply of funds for the rncred31ng minimam

i.e. chlefly short-term credlts 1nclud1ng credits

~of .exchange. o

The main indicator for the 1iquidify'of banks arethe still hig
surplus - reserves -~ige. the amourf of central bank credit
balances wlhich exceeds the legal m1n1mum~reserve requirement.
Durlng February as well as March, tne surplus reserves average
about 22 per cent of the reserve requlred When casing these
calculations on 4 key dates in g montr, ‘the surplus reserves,'_
corresponding to the temporary decrease in note-circulation, Wo}
have been - with 32 per cent at <he end of the thlrd week of -é
March —'Stlll substan+1ally nlgher. By mid-April, however, theya
dropped considerably again to 16 per cent mainly due to the fan
that the April—naymentvfor assessed income tax and corporation;i
tax (contrary to the corresoondlng payment 1n Jenvary) in this :
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central bank syctem and had only little effect on an increase in

public accounts with member banks‘l}° The distrlbutlon of suplus

reserves; however, was quite uneven. According to the March-

reports on reserves, not less than 50 per cdent of all surplus
reserves,ie. 138 mllllon DM, were maintained at the Girozentra-
len. Their dlstrlbutlon among the 1nd1v1duel Geraentralen was S
also uneven. An addlt“onal 51 mllllon il surplus reserves Were

kept by the group ”Reglonalbanken" (reglonal banks) and the:

greater part thereof 1ikew1se oy a few institutions. The arerage
surplus reserves of the successor institutions of the large banks
amounted to 12 per. cent in March those of prlveue banks and

" savings banks to 5. and/br 8 per cent°

Finanelal lnstltutlons whlch did not combly with the *eserve'~: 

,requlred by law were chlefly to be found among: Drlvate banks as .
,vwell as urban and rural. credlt cooperet1Vee. These de;lcle were
.however, only in the’ oase of urban credit eooperotlves so0 greatf

that thereby the reserves of the entlre group fell sllghhly
(by 2 per cent) below the mlnimum 1evel° It oannot be judged as o
Yo what extent these deflclts are resultlng from 2 dlfflcult -

‘liquidity sitaation or are due %o faultv money transactions or

possibly to the desire to invest funds in the credit bu31ness.uj{
Great difficulties do not seem to eylst, on the whole. Anyhow,

“credits granted by the cent spal bank system to financial

institutions decreaeed slightly durlng the pcrlod 7 to 23 Anrll
desplte the transfer of 1arge tax amounts to the accounts with .
the Land Central Banks.

- After all, the development of the bil l?? exehange holdings by

whlch flnanclal institutions can, on principle, procure: central-
bank money at any time is in many cases more decisive for the
actual liquidity situation than the oesh liguidity which, for
reasons of profltableness is kept to the. 1egdl and monetary
minimum. During March and April, the bill of exchange holdings

(1) Turing 7 to 23 Aprll credit balances of public corporations
with the central bank system ingreased bv 327 million DM, -
240 million TM thereof on accounts of Staatskassen. The
monetary situation was particularly stlaLned around 20
April.

-7 -




retained their high leﬁelg 4t the end of Harch, the stock of 'bi
of exchange ninus own acceptances at all financial in SuLtuthHS
amounted to roughay 1 415 million DM = 12 per cent of aepos1ts=w
on free account (1nclud1ng depdsits of finanCial:institutions)
At the same time, the successor institutions of the large ba
 showed 388 million DMbills of exchange (excluding wn acce
ances) = 16 per cent of the dep051ts on free acecount thé:rega@-
‘nal and local banKu 217 malllon DM = 15" per cent of the depos
on free account. Up to 23 Aprll, i.e. the last key day when | thed
‘weekly banking statlstlcs were avallable for this report,luhe-

) bill of exchange holdlngs contlnued to rise. At his date,
amounted to about 817 milllon DM at 112, flnanclal 1nst1tut10
included»in these- statlstlcs (excludlng ovn,acceptances)

per cent c¢ the dep051ts on free ‘accounta. '

"It is probab1e tha% the llqaldlty of the banks will contlnu‘
“grow in the near future.-For, on the ohne hand the settleme
of foreign traneactlons Wl;l probablg put furthe; new cent'a
bank money into circu atlon and cn the other hand the partla
release of counterpar+—funds now under way will increase- -the:
"liquidity of-the banks..”he extent of this process as well as.
the- factors whlch pos31oly counterbalance tlls ﬁrocess can—no,
yet be foreseen at present. ' ' B

»-

_F-o rmation: o f Momne y:

long - term c redits

Since about the end of last year, the process of continuous use
of money capltal for consumptlon purposes which was part1cular:
1y reflected in the excess of withdrawals over deposits on sav
accounts ceme to & standstill and was replaced by =2 fcrmatlon f’
of new money capital going beyond the creation of credlts, It 1*
true that, due to. incomplete statistical data, 1t is clfflcult'“
to give exact figuree on this new formatiol of money capital

at present, but partial results are avallaole permitting an.
estimate on the amounts concerned.

-




ox
paratively fqvvuﬁble dev : yment it must n
‘however, thatl sav1ngs alun es are still *at“e“ Unst¢b g 31nue

‘gooas are: nede. on eomoa?a tively »
Thus, savlngs dep051ts“as a whole,have'to a greate r,extent_bee‘

Durl ng the t aua uer of 1949, 226 wmillion DX of new issue

According To %he monthiy bépkizg statistics. savings deposits
ot 211 financial institubtions increassd by S0 millionm DH to:
2 105 million DM uring the Tirss gua-:ﬁe:: of 1649\, Hevein
are 1ﬂcluuea a“ounfs “psulu*ng . the conversion: Of_ﬁJPS&Vle‘

depos:.‘bsc Accordﬂng to hhe dev oawenﬁ 6F szsh btransactions. on

savings accounub kz%l m11L10 DM deposits, 312 million;um with—
e ; A

Y

drawels) it may be assamed that the actua 4&3"caae in savings. .

depositse insiusive o*_eredl 1nﬂ OL-iﬁferestq aftér~dedu0u1n" the -
. : &

ol
o)
ot
e
-
(@]
(@]

amounts resulbing from'convars;un, regached “““oAlma
million DM during?the??i rst quarder oF 1949a Ls G0 this com—
o

short~temvp.1rpaee«-bc::nd$a@;,.ngs;or p:cocv ~ing & U”""b e consumer
la“ge'scale‘at uno-mome“ue

come subweot to Lluctuatlons°

RN

of long-term flxed 1nteresto aring bonds were brought out in.

the organized canltal marKeu of which only abou+ 8L million DM

were s01d (w1th varjlng suceess of the iri¢v;dual lQSle T

Around fifty per. cent of mhese 34 wi iliion DM were mortgegs tond§

Part of tﬂese “ssues, the amount of which is ‘not kmowm in detail

had not *een p=aced Wlth he public but with ca;iual‘aCcumulating

centres, ive. malnLg 1nsu*ance comranies. The possipilities 50

place these 1bsues we“e very &ifferent for +he individual types -

of securWules.'Thefeas 1naqstrﬁml bends bearing b ﬂe"'ﬂezt i?téréﬂ,

PN

est could be placed cotpara tlvp'g gmootih: yﬂfo he time beings

the =ale of 5 per cent interest be .7ing mortuﬁﬁe Londs. met with

greater difficulties in some cases. On the one hand, this has

presumably.been caus d vy the fact that Inter gt rates of 6 1/2

aFfaysd TOT mOYtEagT LOUEY, so that lemge

JSELO Y 5&«0\/




scale iuvestors who are nos dependent upon the advantage of
seliling their loans in +the stock exchanges lend out a considers
part of their capital dirsctly to the borrower in view of the ’
h;gher 1n+erest—“a+e. On the other hand, the cont nueo Cecline
in stocx exchange prlces for 4 per cezt RM-morugage bOﬂdS wh¢0a
dropped on the . avorage to 7.7 per cent (— 74 per cent of the
DL-ﬁmoupt) and thus produced a yield of 5.6 per cent 1hpeo°d
sale of neW.Lv 1ssaeo nortgage bonds: wnhoa ylelded only 5 1 to_
‘? .2 per cent. Under these. 01rcums+aioes the questlon. s belng
tno*ougnlv dlscuseo as +o whether cr not the preseht ﬂnteres+f
rate-of only 5 per ce ou can be maintained for £ ture'mOftgage
~bond issuess wlth regard to. small 1Pves+ors, mortvage bonds wilh
still be. attractable even, with tpe p“esent 1nuerest raue-s¢nce

tax favourlngs arergrantea on the acou151t10n of mortée;e bonds
whereaf 1ndustr al oonaa are not ta x IaVOUTOQ. One mun' 1palv )
with- ev1dent1y gpoa,succeSD, obapdoned tne hltherto uéual 1nte
‘rate -and pWaced 3}mllllon DM registered bonds au‘7 per cent

interest at an 1Seue nrlce of- 99 1/4 per cent.

The stock—mar&eu oonth med dull Wlth ‘regard to new 1ssuee. hhlﬁ

gituation is resulthngefrom the btll; unsettleu valuatlon and
profit. coadltlons 0¢'1ndustry Orly in spe01a1 cases’ were 1ssue
brought out but they coula, however, not. berphgced w1th +he bro
masses of the publhc. The. newly established- Tndhstplebank 1no’
: Dusseldorf of*ered 20 million DM shares for subscription. How-
ver, only 12'm11110n DM of this amount could be placed; so fou:
this reason,lthls 1nst1tutlon was eotabllshed on thls capltal

_bas1s.

Through private*éhd'public l4fe assurance companies in the
Western zones, about 75 million DM were invested during the
period January to Larchbaiqer approximately the same amount naa
been Ivested during the second half of 1948. According to oata.h
received, these 150 million DM are sub-~divided into the followi

investment groups:




it i i e
e S Y

Iy property insurances) of about 12 m1¢110n Dﬂ and by private
‘and public buildlng and loan aSSOc1at7OnS of ‘about 13 million
1M (both amounts accrulnb during the Aersu cuarter Qf 1949)

VR PO

Y
ke

SR bl
SR

mortgages for +the erection of dwelling

~ housee and erection of own dwelling- .

. houses o : , S 42 ~ per ceut
,1ndustxmal loans S - - - . . 3§ .per-cent
aunieipsk 4oans and restorat¢on of

- municipal. establlsnments L - . 15.5 per cent

| securltiea (mortfa"e bonds, industrial e |
bonds} | ‘ . 6.5 per ceat

e ' S 100 0 per oe

During the perlod 1 January to 21 KMarch 1949, of the totel
invested capiﬁa; of 75 million DM ‘about 5 mlllion DM were in

vesbed i seeuritles. Therefore, there remalned 70 milliion Dl

fox the formation of money capltal from 1 January to 31 larch

- 1949, exoludlng investments in securltles. To thls amount must

be added the formatlon of capltal by other 1nsurances (especial—"

-

During the ilrstequaruer of 1949, sublic budgetsfyielded

© relatively high surpluses. qu necessary. result'of“present high -

tax rates is ﬁhad part of the nationsl rate. of saV1ng is not
accumulated by prlvate persons but by Dubllc authorltles with
WhLCE,ﬁOW rests the obligation to use it for urgent 1nvestments
which are, however, often unprofltable for pr1Vate enterpﬂlse.
Local governments, 1.e. Tander and Gemeinden, ylelded budget
surpluses of approxxmately 200 nmillion Dis aurlng the first
quarter 1949 but is has to be taken into: account that the Ge-
meinden as & whole,aecordlng to data avallaole, proauced a
deficits This latent formation of capltal (which does not
includé budgeted 1nvestments, i.€. 18 not identtal with the
formation of real capltal by local governments) will so far
have taken mainly the .form of increasing bank deposits and will
only gradually be charelled 1nto 1nveotmentu. -

'The formatlon of capltal through the unemplovment fund (tba Tee-

maining branches of social insurances are unable to yield
surpluses) must also be addeds It is true that this formation
of capital has constantly decreased during the past three montihs

- 11 -




expenditures WeLe Subadllv
increasing and rela vely large amounts were belnv spenu Ior
wnenployment ;glief, o minor part of which has b,en refunded
by individual L'aindﬂre The formation of cap1+a¢ 1n tl* *lcld

montgé'perlod from -Jamuary to march.

ﬁccoralng to- the abovo statements, the overall forLatloh of
money -capital during tne first quqrter of 1949 woula have to.be
estimzted as fdllows:

Stima ed formation of money canltal
during the first quarter of 1949

=)

1n mllllOP DI -

;(1) I crease on savings accounts (w1ﬁhcut'

_ convers1on) : T

'*placed 1on g-term fixed~interé5t;bearihg',
“bonds- ' S B4
tnerefromnot 0ol o the puolic, at le% ',10

t

;place olssues of shares

~ferm loans of life assurance cogpnnlbs
Sand other insurance. companies

long-term locus of bu11d¢ng and loan
*938001at10ns

net budget surplus of local governments
-(Gebletskorrp“snra?tep) ,

surplus of the unemployment fund

total 1ovmutvoa of money capital during
‘Junagry through Aarﬁh 1949 upprOX:Lmately .

It would, hnwever. be incorreet to conelude that this equlmatcd,
amount. of Fformation of uopey‘carltal was balanoed by an equallyk
high supply of caplta;, Thus, savings banks are not all in =
position to’lend out the total amount of Saéing deposits on
long terms; but on the °oﬁtrary, o0 ey they hé%e% glgégnto
it that the economy as well as the municipalities of their .
district are granted medium and short-{term credits and that the
Drescribed liquidify reserves a are maintained. It may be cssumed
that budgetary surpluses yielded by public euthorities &
practivally sterilized nearly to their full extent for




: belng and are p0831b¢y conteined in the cash reserves of

3{ ) leldual Lander.,On_y recently, 2 more muwFor inelinatiocn

- | of public ‘authorties for l;vCSb*ng their funds has becone \
b apparent. However, the carrying out of these Dro"rﬁm&s will '
E problably requ1¢e a longnr perloa of t*uo. ‘The surpluscu of thc’
Q unamployment fund have, for the time oglng, ulso been 1nvcsue
in, the money market. On the whole it 1s, the¢efore, pr obable
~that. oonslderably less -than 50 per ‘cent of the formation of
money capltal estimated for the first qaarter of 1949 has

= '_actually becn offered for investment ’purposes.

>

'The dedlinlng pr0pbn51ty to spend could in 1tself have peait-
- ' ted a'muoh greater formutﬁon of saviags capltala Horevvr the
f? . ,pubi b,s:marked need of 110u1d1ty couses “savmngs" amounts to
‘f7 be kept dlsposaole 1’or the time uelng whenever p0331ble, 1.9.
- 3Ithat:they are often not even sul ect %6 %he legal torms of
%disburSement ap 1lcuble to- sav;nbs Dooks. On ﬁne otner hand,
‘the decllning p*oFensluy to spond Tep resentg in 1tself latent
'formatlon of money capltal even 1f ot preucnt tnls is only
‘manifested as/a decrease in the veloc+uy of money 01rcula$10n.
Insofar it 'is quite justified %0 @dl +to the “money ‘capitall, véié
in.addltlon to the savings acoounus pavx of the tlme de9031ts, j V
~the exaot amount of which cannot be ascertalned prec1sely. This - ﬂf
'-is practically tahbn into wcoum: 1n tn& a ce~ta1n part ol ’.;5&
I
x

»_long~term 1nves +swls,asuu* y 00¢nb prc—flnﬂnccd throuoh wy
oank credlts.A ‘ B B : f . 1““
1nvesumentc ’ E o ) ' P

-Apart from vudgeted/ of public aguthorities, a decisive part in |
" the financing of anCSum“Dto s*nce currency rcfornm was played |
.by’ﬁﬁgksalgyflnanc ng of the econ whloh was manly possivle Jjﬂ
'ﬁhrough considerable p”lCP *ncreqscs quring the first months I
end de-hoarding.Through the reversol of tHe price curve with Mf
.partly rising costs, the se7f~¢1nanc ing of the economy will, 1ﬁf
of. necessity, decre 15€ arid tproagh the. contcxplated equali- }%1
zation of ‘burdens it will probably experience an additional 1
_reductlon..On the other 1,1&, the SHUDlJ of Cu?lﬁ&l will zow g
be inoreased by hlllt““\ O“C“ngclt Leleu51nb portlons of the

counterpurt funds for *on erm loans to be used for invest=-
A ment purposes. The rclease applied so far to the equivalent-
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?  30 far been promlsed f~”;j-,¢b‘73k.frigf.

¢

values for ”ARIOﬂ—dellverles and S”“G-proceed% whereas the
equivalent-values for E“:—dellverles have nog beep releassd
by the ERP~adm1nlstrutlon.

The amaunts togbe expected amounu to sevcral hundreds aof
'gmllllon DM, - As- far as is known, the follow1ng credlts haVc

!

oA

220 mllllon D4 for “the - .energy ?<~program in quarterl

- - 1nsualments Qf 55 mllllon DM available-

“,rfij a4 once , : :

,397‘milii°h DW'Ior an c~.energy'r~program coverlng a
P | conSWdcrably ldnger term;

'.f"a_moun“bsﬁ:‘tfqr the building L -
‘of aling houses for ir llft personnel. s

fands, 1n a strlcte sense of the word, had been.maac in the
._form of a:110 million DM credlu granied to “the. Reconstructlon
‘3L0an Bank. For the tlmc oelng, this amounx has been orecdited
to o spe01al account at the Bank deutscher Lander on bchalf
of the Reconstruct*on Joan Bank but so far, only o part of |

this- ‘amount has been w1thdrawn. ) -
-4 ) ’

‘Contrary To the general oplnlon, ‘these releases do not re-

present a compensation for sterilized money which would be

‘rade in order to e11m1nate a deflatlonary pressu”e which is
supposedly resultlng from the impors. surpluses. In fact, a

surplus of _dwposits--en the accounts for the se ttlcment of
foreign transactions kept with the Bank deutscher Lénder has
not bheen' recorded so for. The develoPment was as follows:

‘
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Balance oI accounts for the settlemext of .

£ - forewgn sremsactions maintained with th

Bank dewtscher Linder,
in millionm DM - I

.31 October 11948 ._;’,S§; + 60

30 November 1948 . . o w ¢'e ®15T 2

| 31 Degember 1948 «. + + - S+ 168 '

31 Jamuary 1945 .+ . e e e s +156

" 28 February 1949 . - o+ o ..+ 153

31 March 1949 . - ‘.'_Q_.;i."} + 211
7 April . 1949 e Wi aTe 47240

N;lé_APriiﬁ 1945 - S  ¥@375 ) after transferring.
%ih:gi‘il,f © 1949 . e " '*, 4-“4,‘0 5&«,112 Bﬁlééjélgﬁwﬁftzg

Loan Balu(

_h'are connbc+ed with ovelgn.;us1ness or are enterna on
=these accountb s0- Par did not show an excess of . deposits-a
fth Bank deutscher Lander bat, pn;fhe contrary, an excess 0f
Withdrawels. This fesult which at'xlrst‘may be surprlclaﬁ is to.
}~befexp1a1ned from a number of reasons, il.ex mglnly the consLaer—’
able 1ncrease 1n the holdlngs of“forelgn efcn enge since 1 Augus
1948 (When Fhe Gemelnsume Aasscnhanﬁel kas ¢ was taken over by
fthe Bank aeutqgheréﬁgg.e ﬁ to 1 341 mllilon M on 23 April and,’
Sin addltlon,rghé?on the EO'aents exaLange rate -~ . TS far:
- certaln.imports ﬂnd exports as Well as the deductﬁon of 1nc;den¥
* %4l costs by 1mporters and flnglly payments by order of Military
'Governments (partlcularlv month¢y payments for the supply of’
“the Western’ ‘Sectors of Berlin with Zood and other vital commo-
“dities which have amounted . so.f r to 5% million DM monthly)s
Furthermore, the recent stronv increases in Lmnorts which are
_often arr1v1ng irregularly. ana 1n great masses brougﬁt about a _
-certain financial strain on 1mnorteru and thercby a slowe '

receipt of payments. S S : B

~



-Puaublic FPinanceoes

Since pertinent data are still relatively scarce and usually
not availazble before some weeks efter the reporting period-
"the trend of public Tfirnances can, even for March, only be gi
1n rough estinmates. '

ACCOIdlng to 31ngle dqta Qn the 1ncrease in the 1ndebtedness
and the trend of cash holdings, the Lanaer budgets -evidently':
aﬁaln showed slight def1c1ts. It may be assumed, however, that
their total amount hardly exceedcd ‘50 million DM. This result
is comparatwvely fa vourablc 31nce in Murcn, the last aoqth of
tne flscal year, '

"ﬂet ye

"Tne fact that deficits in Mdreh have not been greater may also
k/beéxnlalaed by the conulnued comparatlvely high level of tax
‘Tevenues. Warcu, as such, is a "bad" tax month olnce there . are
no main dates for the payment of the assessed income tax and
the corporation tax. ”hc most 1mportent taxes, however, wh10h1
have to be paid in full every month, i.c. the wages tax and thv
" turngver tax, slightly i ncreased at lcast in the Lénder of the
’»Combined Economic Arca as comparea wIth the previous month 1
'although they are lawer thun in January. Such an upward trend
could not be ascertaincd for the Liander of the French Zone
Hoviever, the level uut&lned in February'vﬁﬁuld pranflcally be.y
..aqualledse.




e okl

mhe Development of Revenues from
‘Wages Tox and Turmover Tax

b Jiren st vortoa Wages x| mmover tax |
; | M . e EEEE — ] - - 4(
»CComhined Economlc Area EERTEE ; B
' verage Oqt.- Dec 1948 ' | 150,0 254,S
| Jaumary 19¢;; o '163 4 309,56
: S . A - TN
o February.l949 SRR oL ,3*1 251,2})
| March 1949 A I 160, 02! 266;02)'
2French Zone‘ S ; ,_. o
{amuary 2049 | 1.5 34,1
|Pevruary 1929 0 13,48 | 25,3 o
|uoren 1929 - e 13,2Y 25,080
lg'COrrected figures. . °
2) Preliminary flgures. R

.
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Al taxes on propuruy and. trafflc, ‘however,, ‘have
- lower then during tne PTGV10ho mon+h. Poyments on ass

probably been
essed im=
come tax. con81dbrabLy decre sed due to uhe pa Jre‘tlfpchnique
althoubh thev were “oove the level of the" lgst ‘month with the

game dates of paymant \December 1948) Slnce 1n excises for

which complete informction is not yet availabdie a cortain com=
’pensatlon for the decrease in taxes on.proper%v end traffic has

 obv1ously taken place, the totﬁl tax revenucs in Harch @ umountlng
" to approximately 1.1 billion Di “have probablv been

omov nc.t

lower than in Pebruary (l 127 million DH) »

There are still qery great dlfferqaces in the financial
situation of the‘individual’Lénder. Vhen surmarizing the Linder
budgets by Zones, the situation- of the Linder in the French
Zone has constantly been far more precarious than that of the
Linder in the Bizonal Area. The Lénder in the French Zone
accounted for the major part Qf the deficit of the eleven
Western German Lénder estimated at 50 million DU in March
although their budgetary expenditures amounted to only 10 per




cent of the total budgetary expenditures in the sp pecificd are:
The indebtedness of the threc Lavder RhinewFPalatinate, Baden,
and Wﬁrttemberg~ﬂohenzollern at the Lend Central Banks qlone\
inereased by 29.5 1illion DM during Marche However, since the
Land Central Banks undeﬁhz restr ctions in gre vting crcagt"
the Lander, theflatter ned, $0 o certain exfenty also %o ¢
upon other creditqrs._ [ - -

As éompared with th;b 31taation, the Lander in the Comblned‘
Economic Area, as- a ‘wholc,. still pos ess sizeable credit balag
”he follow1ng figures on. uhese 3"

for Flnunce.

1.7 .

Cash Holdi 58 of the eight Lander of the .
COmblnedﬂEconpm40 Area as of 28 F eoruary 1949 i

'

Tobalo. L . . o 8B40 milllon nm
therefogn L |
trust Ponds 17o‘m1111qgfbm~;ﬁ e
earmarks for speclal C e
' purposes L 72 mill*on;@M,

funds availadle 598 m11110n'DM

Sy

Thls is quite a eon31aerable sum ﬁnd it Is not to be expect
hat it decreased by’moxe than 40 to 50 million DM aurlng 1

Furthermorc, it is still not clarilled as to whether or neu,

gash holdings ropo*tcd also contuln reserves which moy h&ve'
formed by the uander after currency rof0rm¢ In'formcr years.
the Lénder usually did not include their ceserves in their
holdings even when molnxalned in the foym of bank creﬂlt'ou
end it may be assumed uhat thls practice has not. changea gnd
that individual uénder whose budget s1tuation has been qulte/
favoureble during the past mOnths have agaln commbncgt 'ulldlf”
up their reserves, This cean be concluded from the fact that
considerable non-rccurring Increascs in the’ expefgitures of
individual Lander could be observed which cunnot be explained
by rormal expcndlture pr*ctlccs. '




-
-

~the exce381vely 1":.g’ﬂ bu*dea ar*snng as.-a consequence of +he

) practice since one Land refvsed to agree to the proposoa_
‘regulation on account of the absance of a conoﬁltutlonury

-equallz tion plan and ast red Military Governments for an

Powever the liquldlty situation of indivi ""l Linder in the
nomlc :
Comolne Area is very dlfierent, In Sch193W1gwﬂolste1n7~ a

Tand w1th CbIOﬁlCuL deflc-ts - ﬂs well as in the Lénder of

the French Zone, *He 1ndebtedness is higher than the cash

holdlrgs and in. Lower quony and Pesse, the cash holdlngs
are relatlvely~1aw as: compared Wltd/the*morthly tax revenuc.

In other Lander, however, cash ho¢d1’gs almost eq'yl monthly
tex. revenues and in one ‘cage they even amount to three tlmcu
the tax revenue. There is no do o+ that soveral Ldpder,havo a
llquldlty reserve. by fﬁr exceealn the L~,munt ern nhlcl

other Lénder "had to manage and WnlCh, so gar, they par*ly"
‘succeeded in achleVIng.,‘

¥

In order to reméve these dlffOfenCOS In the fina ;c al SLtQ&t¢On”'

of the 1ndf§idual Lander, rlnuncp Min 1isters decidea to ander—
take an equallﬁgtlou between the ézde -~ effective 1 Aprll |
1949 - for the nerlod of one budget year and to: distribute
500 million DJ ralsed by the flaanc 1ty atrong Lander among

’ScFLOSW1g—ﬁolgtoln, LOWer Saxouy. and Bavarwa durllg the current

year. Thereby the mador dl¢feT®”\£V@lch result from the high
reverues of 1nd1vidual uan&er derﬂved’:¢om eX01ses - merely
&ue to collectlon ot the }luce o* procuctloq'w and further from

war, could h Ve been, ot Loast to a certain extent 1evellod,\
As is kncwn; however,,*hls equulivatwon could not be put 1nto

basis and the. forthcomlng equallzatwon of burdens. In th
meantlme, hawever, "tHe Bconomic Covneil took up the ’

apnroprlate extenSWOn of its resp0381b111tles 31nce, aCOOT&l"'
to the legal ‘status, the financial equallzatlon between the

- - . .
individual Lénder docs not belong to 1ts funct¢onso

‘




The Combined Economic Area, sfter its cash holdings at the

Bank deutscher Linder amounting to 28,5 million DM at +he end ?

of February were exhausted, has requested the Bank deutscker
Lénder to grant a ncw credit, The amounts actually used have -
been 1n31gn1f10ant so far. This crecdit should primarlly serve

the payment of intercst on equalization clalms by the Comblned ;

Economic Area\ For April and March, however, congiderable
revenues are to be cxpected to finance the 1948/49 supnlemen~

tary budget. In o ddltlon, ‘surpluscs seem to have arisen-in the f;

1948/49 ordinary budget. The 1949/50 Ludget of QST 6 million
M of the Gomblned ‘Economic Arca submitted to the Leonoric
Council on the Trevenue and. expenditurecs 51des evceeds the
original: budget of the past fiscal year by 545,4 million DM,

However, when taktlng 1ntc account the supplementary budget

1948/49 of: rvughly 290 mllllon DM the most 1mportant item of

which, the Berllr ald covercd the last frvo _morrths of “the v
budget year only, the 1ncrease is not very nlgh as compared;f>
with the prev1ous year. The Berlin aid budgeted at 480 million
DM is agaln the most important ex rpenditure item of the new
budget: . and Ouher large items ares 98,5 mllllon DM for the
payment of 1rt°rest on. equalization claims and 22 ullllon DM
for sub81d1es to margln coal mines belng at a disadvanta ge
regardlng prodlctlon CQSus, Oontr*autlons of the Railway and

Postal Adm1n1strat10ns/274.5 million ‘DM and taxes and customs ”,}*

duties as well as other levies 628 million DM (1ncl dng

from the coffee tax a and 79 million DM from a gasol*ne tax to
be newly 1ntroduced). At the time of submission of the budget,
the balan01ng of revenues and. expenditures was, however, only
on paper, The 15 million DM export levy on coal which was = .
btudgeted on. the Treverue side in-additiorn to the items already
mentioned was frustrated shortly before its submission to the
Economiec. Counecil by the opposition of Milit tary Governments._
whereas at the same time , for the expendlture side new payment
obligations not yet being provided in the budget, had to pe
announced including 50 mllllon DI for storaging of the 1948
- 20 -
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paymonts to tl'

gra ain crop, 20 million Ii
100 million DM for the ostablishment of a
(Zolleitstelle) and a frontier customs service (Zollgrenzdienst)

> the bizonal buildjing program and
central customs office

‘”hcse additional expen: "*urcs shall be covered by using pa rt

of the customs revenues. Skould the extension of the responsi-
blthles which had teen reqmesued by the Economic . Gouncil in

',oonnectlon Wlth the reccho Qevelopmen of the. Ilnan01al

equallzatvon (see above; be epproved, the expendlttres, that is,
Lindcr beirng in an unfavouruble financial

situation, will, . oveVﬂr, increasc conSWderably and will probab=-

-

ly be covered onlj Dy - Afransferring to the blzona¢ administration

the magor part of
present.gnt;t;ed>yoaﬁr-

the excise revenues which- tﬂo Lander are at

-

~
{

There are no d
aurlng Jarch qnd nﬁrlla Since Gemeinde hudgets, in. gencral,
developed *ess favou_ub v ‘hau Linder Hvdgets and,on account
of annual. balance‘ Harc“ ex endltures have. probably been
relatlvely 1gh def1c1tg rother than sarpluse° Wlll have

g~ufg1.“o c on theo situation of . Gemeinden-

occured. N

The relatively high surpluses yielded by the unemployment fund -.
up - to the’énd 0f11048 Seemrto‘haVe'“ecéntly'dropﬁéd éohsiderably,
This. décrease is’ to be cxploined by smaller oontrlbutlons ‘ |
recelved and hlgher exvﬁna1+ures for the uremployment benefits.
according %o estimates, amourted to

In Pebruary, “+the surplus, g
50 million Du during

only 20 mllllon DK as comvared W_
December and 25 mllllon DL.aurl £ January. When deductlnn the
outstanding contrloutlc s of somc Linder in thc Br¢tlsh Zone
to the anemployment,benc+it which had becen -Advanced by the .
unemploymeﬁt‘fUnd; the surplus was only about 9 millionr DM, As
Since %he number of

yet no figures are available I0 T March,

unemployed increased by rouzhly 100 0CJ and -that of beneficlaries

(inecluding unemploVﬁent welfare be ficiaries) by.77 000, a

ne
further decreuse_ln the surplus is to be expected,

Considering the motter as & ““o“e, 1tvc1n be assumed that

the eontinuous sterilizesion of moﬂey by way of public budgets

- 27 =
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ce Dececnber 19 48 had been interrupted in March for the

flrub time. This is to some exbcant confirmed by the fact tnat

on one hand, the indebtedness of public budgets increased duri"

the reporting month and, on the other hand, public deposits
With the bank system did not ccntiﬁue'to incréase,j

Durlng March, cred1+s bI‘anted by.the central bank system to
'publlc authorltles increased by 103,8 m11710n D to 152 T
fmllllon DL. Excludlng credits granted to the Rgllway Adm1n1~
Vstratlon (50 million DM cash advances of the Bank dcutscher

- Lénder -and 35 rillion DM treasury bills’ pl%ced with the Land
Central Bark of Bremen), the 1ndebtedness of public auuhorltle:
,uoncernua towards the central bank System 1ncreased by 18,8
'm1¢llon DN In the case of buvlnesc banks (excludlng tne Ver~
hearskredltbgnk) the increase in short~term.cred1ts granted
pub1lc author1t¢es umoanted to 19 3 mllllon DM As against thl
__*dep051ts of: public. authorltﬂes at oa51ness oanks, however, re
Agmaihedipractlcqlly unchanged (2 380-mlllion DU at the end of
Marchwas comnaxea with. 2. 378.million DM at the end of February,
:Wrere s they 7ﬁcreased oy 14,7 million DM at. the central ba ank
syduem.-When exclualng the deposits of tne Generalpostxasse.
and tle Ahssenhandelsstelle Franffurt(Maln) at the Bank deut—

ocner uander, a,quchQSQ by 52 mllllon;Dm results, ,
1' _ . L

Thls tr;nd however, does not ﬂe° a pr1n01p1e change of the
1nf7uences which brougnt about a marﬁed concentratwon of moneyﬁ
_"Wlth public Tuthorltles during the past months, 1T hhe fact that 4
~public author1t¢eu did nat yield any surpluses in” Marnh, llkei;
_1n December 1948,on1y results *rum the . rnytqm of budget revenucg
and expendltures which is Iargely 1naependent of the bu51ness;"
trend. Ihl“ rhythm results from budgetary and tax pProvisionss-
At the beglnnlng of a quarter; revenues cre usually higher th %
during the Ffoilowing two months, whereas atfthe beglnnlng of ¥
a- budget year, exp enditures are, in ge neral, relut¢ve1y low
and accumulate in December and Iarch. In case the business
activity sustains its present level, the ordlnary budgets willi
yield further qurp’usos<WAlch could he mede avallable for”
anestment purposcs. In fact, budgets seem’ to have developed

/. 2D




faVou""bl " aur g the.first three weeks in April, Due to the

quarteVLy dake of payment for sssessed income. tax and
M‘“cornoratlon tax, public dep081ts again 1nerease¢ strongly.
ﬁ’ In the cage of 112'weehly “Pportln‘ lnstltutimna +the increase
fdurz..cg the . J.j..TS't three weeks 02 Aprz.l amoun+ed 40 208.8 mlllon
-DM as comD red with 31 March and, 1n the case of the hen.tral
bank system (excluding aeposits of the. Generalpostkasse and
the lugsenkanae;ss*e11e Prank ait/”aln)256¢7 million DI It
cannot yet be ‘en.whetpcr and to what extent a deerease in
the revnl 5 ig” to be expected from he Second Law on tqe
P*nllmu ary Tex. ue*orm which was.- appraved in A@r¢l and was
to e eome efieot ve retroact1V91y as of 1 Janua;y1(49p The
'¢1nan e admitiStratlons holé that 1osses 1n"ieVenLe resvlt‘ng
,frog the nrov151ons of this law will. be omfset by greater tax
- honksty +G be~exnecued from the reform, SO “that. -decreasing
tax reVenue would not hawye to be reckaned wmth as ‘a consequence
of tnls law, even if thv orfered opnortunlt;es of *ax advar-

tages on 1ncreasua szvings should bde ‘argGIV'made use of, It

¢s, tne;efO”e, o be welcomed that r1s1ng Wllllngneqs for
lﬂVCS“mCFtS is %o be fO“na on-the part of thﬁ‘Lander which
. will n*eqv“aoly iead to greatly in creased publ¢c investments
,anl_a:cprreopqnalng decrease -A.cquent surpl'useso o

3 G : - - . -

“;1) ”no dl;fe*ences between the data glven under the annotation
~on page T .od this -report and the data above result Irom
S the erlu°1on of deposits of the Generalpostkasse and the
k- Aussenhandelskasse Frenkfurt Maine .

'Foreign Trate

E Exports of the COLblﬂe uconoulc Alea reached thgfrpeal: since
3 the war in March ja They amounted to about 300 millioxn Dyt

2 and wage thus about 20 miliicn D ‘higher than the previous peak

‘ of Decerber 1948. Thus, the decrease of Jannary has been

TG R T PR 7 O3

2) Data or the French none are only availeble up to Febhruarys

T
4 dis intended +o ﬂ@ﬁ; espec’elly with the foreign tral
situation of the i rench %o0re in ondc ﬂf the next montily
reocriss '
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moxre¢ tinen off R Com“”“;ﬂg Maren bxports with those of Febru
the three large groups of commodities = raw materials, scmi~

_finished and finished goods - had about equal shares in the

increasc. When comparing longer periods, exports of processed:
goods arc coming more and mdre tc the fore. Exports. of finishe
goods, on the monthly average. of the first quarter 1949, we =t

22 per cent hlghexathose of seml-*lnlshed goods 42 per cent;
: ‘llgﬂbr than on the. monthly average of the second half of 194&
’»-,Whereqs Taw mauerlel exports increased only by 4 per ceﬂt*

“HMarch imports, however, were somewhat lower tran'iﬂ Pebruary

tImporus for. tqe'¢ood sect@r whlch dronped by 44 mllllon DM

«'Laccount for this dec”ease, Whereas 1ndastr1a1 imports were a

i;»24 million DM‘hlgner. The 1ncrease in 1mports of finished gc

' fwas particularly high whereas that of raw,mat terials did not

>'w;qu1te equal the February level although these imports of abo
f4147 m¢1l*onst,Were stlll'well over flf*y per cent of totalA
f1ndustr1a¢ imports. As- compared with the second half of 1948

‘..1ndastr1ul import average for. the first’ quarter ‘of 1949 was m
?than fifty per cent highera

sAlthough impoxrts of the. Combined Economlc Area ac“ua1¢y show

a strong upward trend, dlfficult¢es hqve recently arisen 1n th

, utlllzatlon of all 1mport poss1b111tles offered to Germany

~partlcular1y throvgh the Marshall—Plan. Supplles for which

JEIA in some cases ‘has effected the purchases abroad months

| ago do not find always easy sale upon arrival and the propen.

of uermaa 1mportors to make new oontracts is lower than.was

)generally expected, This has often been ihterpréted abroad t

the effect that Germany is no longer in need of the Marsnall
ﬁlan ald to the extent offered and could p0881bly manage with o

less, .

Such. an' interpretation,- however, is erroneous. Germany's




51tuat10n stlll calls for support and the aid Wthh is granted
; by foreign countrles within annual ald-plans is actually needed
- by her to the very last Dollar. Industrial production of the Com-
s;blned Economlc Area.is still lo per. .eent below the 1936 level
_ lthough the populatlon of thls area has 1ncreased by over 20 per
‘;ngent ‘since then. The level of 1ndusyrlal imports reached . during
3ﬁ’?the -past months per head of - populatlon is only about 75 per ‘eent
ix_Tof correspondlng 1936 1mports. Food 1mports per head of- populatlon,
}é'ﬂdurlng the first quarter of 1949, are by one thlrd higher than the :
‘correspondlng 1936 import volume, however, the total volume of
ﬁagrlcultural products per Head of populatlon available for the
fcurrent year from domestlc produetlen and 1mports -is still aboud
one ‘third lower than during the pre-war pericd. Since the decre-n,
Uase in domestic agrlcultural productlon is mainly due to the
’ ifact that only 26 hectares eultivated area are avallable per loo
Qxflnhébltants as’ compared with ﬁl hectares 'in 1936, the p0351b111—.
Atles to ﬂompensate this de¢1c1t otherw1se than by imports are
:very 11m1ted for a longer perlod. Thls fact has been taken into
con51derat10n by ECA-in that agrlcultural 1mports shall account .
;for approx1mately two flfths of the 1mports prov1éaed under the
}Marshall-?lan.\ ~

Forelgn Trade
Combined Economlc Area
' in mllllon DM

R ‘Im p;o r % | ; )
monihly-axerage’%_ Jan | Febr '| March j monthly
b £ o . ! average
e : et e 19497 | 1949 | 1949 | Jan/
E | 1948 i 1948 | Ny oyene
— —g ] 11949 - |
fgggﬂ brial - 124,5'*§:179;6\ §147 o 1219,0 | 174,8 . 180,2 | §
3 ms I'l o : : . 1 i
/ dlujesa commo To,6 152,6 1168,3 1257,4 @ 271,0 ! 232,3 | i
:iz;lm?terlﬁls 39?2 82,7 § 75 6 L154 6 146,6 ; 125,6 ; 5}
foent-Tinic ed | 24,3 | 51,2 | 65,3 i 67,2 68,5 | 67,0 1 HE
g;nlshedfgogds . 7,1 | 18,7 i 27,4-| 35,6 | 56,1 = 39,7 g
iDre-manu u s ' L ; -
. pruductzc : e oo 4,4 '10"9 v 11,9 "19,» ¥ 34,5 ; 21,8 A ;‘f
b-'elld vproducts e : 2,7 ] 7,8 15,5 } 16 6 21,6 ] 17,9 i ;
3 " | | ’ 3 ——t i B
§.  Total 195,10 13322 315,51 476,4 | 445,8 | 412,5 | {%
' ’ » e — Ml
l il
(s i
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Export

onthly average | Jan Febr. |
. : ; .

( sec. o : i

| 1948

| Food | 4,6 . 3,5 12,41 8,8
. . Industrial S i o ‘ ‘
) i commedites ' : _‘:‘218 »5 1. 241,5 | 257a7
i *ua materidls - y9 o1 54 4 v 55,5 - 51,4
semi~finished 1 54 o 7 . avonlt -
* flnlshed goods | 4 97,3 lg4;8 . 120,2
i

A A~ s s o ot S n b b

Pm;?iﬁ‘éﬁi???ed 16,7 | 5L, s7,2| 59,4

. : - e . . . . ‘* .
's end products ST 14, Vg'ew 46 24 47,6  60;84 .
R . ] Ry RS .
! R S t
1.

222,0

255,9 iﬁéié;i
) 1iNevertheless the fact that’certaln dlfflcultles have arlsenr
” q1the canrylng through of ﬁhe 1mport program is due to a num”e'

~of. speclal clrcumstanees whlch of nece531ty,led to certain’
*bottlenecks even if, p{esumaoly, they were only of a tempore'
character. Western German forelgn trade is not carrled out b;
“control. measures by'whlch the velume of 1mports and exporﬂb i
“be arbltrarlly increased or reduced, but it is largely based on
prlvate bu31ness 1n1t1at1ve and cooperatlon at least as far
domestlo plannlng 1s concerﬂed. Due to several factors, 1mporﬁ

~~¢ers are- nom,facea*w1th tasks Whlch could hardly be handled by

-~-any eeonomy operatlng on the pr1n01ple of free enterprlse. '

- A partlcularly remarkable fact is that the German eoonomv
at present is forcea to- accept import goods within a compara-f
. tively short. time to an extent Wthh, in some cases, by far 7
’, execeeds the preee531n5 p0351b111t1es of this’ ‘pefriod. Thls 1s
to. be explained by the. fact’ that durlng the first months follo
in_ - U currency reform When 1mports were urgently needed on‘
account of the rapldly 1ncre351ng productlon and purch351ng
power, only a very Limited amOunt of foreign exchange had been
made avallable,so that a large part of imports which should '
have arrived some - tlme ago 1is now to be effected w1th1n Tew
weeks. This appileS'to commerCIal 1mpa$s~as well as . to 1mports
. under the. Marshall-Plano_Igmm e_seeﬁor Qf‘commerelel foreign
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trade, the Combined Economi¢ Area for months showed a credit
balence, i.e. foreign exchange available from exports have only
been partly used for imports despite urgent demand prevailing
~particularly during the past fall. This was due to the very
wearlsome 1mport procedure of -that tlme.éThe fixing of 1mports
requlred end of 1ndlv1dual plans for the necessary licenses,
 the spe01flcatlon of orders 1nclud1ng the activity of the. JEIA-
buyer and the lapse of the terms of delivery normally took

several months. The result was that at the beginning of October;

/19A8 only 41 per cent. of the avallable holdings of forelgn
exchange had been utlllzed for contracted payment llabllltles

- on- current letters of credlt desplte the fact that stocks of
goods were then already exhausted to a large extent° At thep‘
time of currency reform, the utlllzatlon rate was 80 per cent.
Aocording to- JEIA—statlstlcs, forelgn ekchange surpluses of

about 175 mllllon Dollars accrued in commerc1al foreign trade

'durlng the’. perlod July 1948 through February 1949 due to this
dlverglng development of exports and B-imports (later flgures
are as yet not avallable) Only lately, letters of credit were
ad;usted to a greater extent to foreign. exchange holdings, so
that rls1ng 1mports in ccmmerclal foreign trade are %o be ex—
pected in the near- future.' '

In the case of Marshall-Plan 1mports, arrears in dellverles
are even greater. Durrng the period Aprll 1948 tnrough March
1949, the. Marshall-Plan aad t6 the Combined Economic Area
origlnally should have amounted to 414 million Dollars. Due

| to several increases and cancellatlons ‘this figure was re~
duced to 408 .3 million Dollars as of 31 March 1949. For the

months April to June 1949, the 80 called "fifth quarter of
the first Marshall-Plan. perlod" an additional 102.9 million
Dollars have been provided for the time being. After de—
ductlng draw1ng-r1ghts of 82.6 mllllon Dollers poss1bly to

be granted or "condltlonal-ald" alloted for them, the direct
MarshallfPlan aid for the total period Aprll 1948 through
June 1949 is to amount to 428.6 million Dollar Iz addition,
the Combined Econom@cpﬂrea is entitled, in case of correspon-
ding import surpluses, to demand drawing-rights from Europeah
countries of 98.6 million Dollars which have to be added

to the direct aid since they represent foreign exchange re -
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ceipts’ Fheir economic nature. Thus, the Marshall-Plen aid tof
the Combined Economic Area totals 527.2 mllllon Dollers- for~!
the perloe Aprll 1948 unrough 30 June 1949.

- Since imports under thls a2id, however, were not dlstrlbuted
.equally, dellverles were con31derably delayed. The reason
-~,thls delay 1s agaln to be found ‘in the Very wearlso

budget year oannotﬁbe expected unless these amounts
1mport delays as a consequence of draw1ng~r1gﬁss no,”_

In: addlulon, a remalnder of 73 5 mllllon Dollars 1syf' be
Acharged to the current~budge+ year of the Unlted States ;
likewise w111 have- to be taken'over by the - Comblned Econo ;
- Area, with the exceptinnd of 11.6° million. Dollars by the.

‘?_mlddle of this- year, aecordlng %o -the prellmlnary program.:

Ultimate ly, dellverles of 53%.6 million Dollars are prov1ded,
- for the sooond quarter of 1949 chargeable to the comlng US b
'get year end for which ECA-llcenses had. not been issued by
31 March 194S. Had the Combined Economic Area to take over a
these deliveries’ by»30 June 1949 in order to prevent their
cancellation, imports“of about 255"million'Dollars’would haves
to be efﬁected alone within tpe Marshall-Plan, i.e. about
5¢ per cent of the 1mports ﬁhlch accordlng to. the ectual

flgures of the program should be taken over durlng the entlre%
perlod from ﬂprll 1948 to June 1949
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Import coffers 1n such gquantities necessarily confront the im-
per%ers with very difficult taske. The situation is especially
compliocated since world market crices as well as domestic prices
have shown & downward trend lately =nd it, therefore, means

o considerable risk for 1mportors to take over lafge guantities
of goods ‘which, presumaoly, can onl be so0ld within a longer
~per10a.;pue to the- Iact that the supply of goods has partly been
determlned 1ts structure some time ago through trade agreements
and +hat, in the meantlme, the hablts of consumptlon have con-
81derably changed and are still chang ng in Germany, 1t 1s at
fpresent extremely dlfflcult to sell large 1mpor allotments
smoothlyo_The task would unaoubtealy be much easier if the wom—
~bined Economlc Area could meke use of the- offered 1mport pOSSl—
bllltles W1th1n a longer perlod.

A11 efforts are belng made, of ccurse, not to let unused any
import pos31hililes 1nsofar as the commodltles whlch Western‘a
Germany. can obtaln 1n thls way ‘are in any Way essentlal. The
competent authorltlesxare cons*der ng. the questlon as to howy
price and ‘sale rlsks can ‘be .distributed in an approprlate manner
.tnrougn guarantees and’ how credits- can- be made avallable ade-
guate to such comnrehen31ve 1mports, These cons1deratlons are
ased on the correct concep tion that prov1ded the gratlfylng
- increase in *roductlor ‘since currency reform will- continue, the
comprehensive storages of gcods which now mlght hav\“to be set
up w1ll,meet wi th easy ‘sale and might even be 1ndlspensable. A
certain. raw materlal reserve may even be deSﬂrable for the
German economy since-in view of the sharp competition which the
German foreign tre de is laced with in the world markeu, it
cannot be guaranteea that foreign exchange recelpts,cf the
Economic Area wil contlnue tc rise in the. seame mannefwas pre-
v1ously. The level of export reacned in March has equaled an
annual rate of abcut 1 bllllor Dollars but it is still 2 billion
Dollars below the target prov1ded under the long—term plan for
1952/5%. ‘Considerable investments will be reouired which Ger-
many cannot carry through within the necessary time and to the
necessary extent without foreign aid in order to rationalize
export 1ndustr1es as ‘much as p0551bl° to enable them to fulfil

their tasks.

Ls far as mcney Ic Vements in foreizn transcations are concerned,
rising March imports led to & conside reble further increase in
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depcesits of

accounting

during the flrsJ quarter 1945 as compared With 37 per cen
o

during the fourth quarter 1948 and 23 per cent durlng the

third cuarter of. l9&8

]

'In connectl n with these constantly 1ncreas1ng exports, d
bursements “to, exporters likewise contlnued to rlse. Oth
wdlsburseamnts made. upon instructions of Mllltary Gover
to the deblt of the counter-values of deferred 1mports
reached(durlng March)their monthly peak s1nce the es%abl s
ment of . the ‘Bank, Durlng_March the same .as durlng the pr
) dlng months, total disbursements. through the accounts o
’settlement of forelgn trancactlons malntalned at the Ba,
/ deutscher Iander exceeded aepos*ts. The*excess of dlsbu:

Depqelts of importer
‘in million DM -
monthly average -1 GARIOA- 1 Berdme o B
and/br»month " i .ERP- and - | ports. -
1948/%9 | : * STEG-im- BN
B -t ports

)

_\Juiy kS Septemberf, Ioam,s | s2,5 | 223,8
'{0ct - December N 182,73 ©1o9,2 ] . 291,5 -
'fJanuapnyarph. — 229,1 f167,9 3975c

Jemary . . | 184,53 | 132,4 | 3167 3
|February = °  224,7 "152,8 | 317,54
iMarch =, 1 278,3 | “218,5. 1 496,8

- The partlclpatlon of the Com“lheo Economlc rea in the 3
European clearlng was still marked: by the fact. that avallab?
drawing-rights were not used to a great extent and that ,i,
“insofar there was ‘no p0551b1L;ty to import without paying - 1
forelgn exchange. According to the compensation effected 'ﬁ
about the middle cf March on the ba81s of the flgures of ;-

128 Feoruary 1949, drawing-rights granted had only been “
realized up tc 15 million Dollars, i.e. by that date, the %
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combined Economic irea could only utilize 15.2 per cent of the
drawing~rights which it was entitled to by 3o June 1949.
The correspondlng proportlon of all cther partner-countries
_together, however, amounted to 47 .4 per oent.. '

. This unfavorable 51tuat10n of the Combined Eecnomic Area -
the condltlons in the French Zone are: only Sllghtly better -
is ma;nly due to the fact that Western German 1mports accordlng
tojeiﬁent -and - country of origin developed considerabls dlfferent
f:om'yhat was plann~d upon conclusion of the Parls pagaent
‘ agreement and stlpulated in bilateral trade agreements. In
'addltlon,reVen in those cases when oraW1ng~r1ghts were available
.. to.the- requlred extent for existing import sur;luqes, “they '
*icould not be utlllzed since the resultlng debit balances were
offset by way of flrst category compensatlons agalnst claims
towards other partnercountrles. Accordlng to *he pf1n0¢ple. »
'flrst comp'ns'"lon, then drawing-rights, which is stlpulatedln o
,.the “Dlree%ioe—to -the Agent"®, the Bank for Internatlonal Sett-
lements 1n Basel belng the agent for the Inte*aEuropoan
ciearlng, combensated 15.2 millicn Dollars by. the end of Fe-.
bruary 1949, whlch otherwise would haVe benefl+ed +he Comblned
‘Economlc Areavln the form of draw1ng—r1ghtse_ ' ' -

 With regard to d;aw1ng—r1ghts thch the Gomblned Economlc Area
had o place at the dbsposel of- other countrles, the trend
was qulte dlfferen.to The aggregate amount of d”aw1ng—r1ghts
which could be utlllzed by the partner—oountrles during the
perlod October 1948 through February 1949 amcunted to 42 mil-
.:llon Dollars. Thus, over Tifty per cent of the - draw1ng~r*ghts
- which have been al¢o+ted to the five Turopean countrles as a
clalm aga*ﬁst the Combined Economlc Area by 30 June 1949 has
_been utilised . By decision. of the Organlzatlon ‘for Buropean
Economic Gooperatlon (OEEC) at the end of March 1949, this
aggregate’ gmount was reduced from an orzinal 108.8 million

%o 82.6 million Dollars. This decision had in view to include
Are+roactively in the European Clear ing specific deliveries
which had already been made prior to the conclusion of the
Paris Payment and Compensation Agreement of 16 October 19548

and which due 40 their urgency for the reconsmructlon first
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had %o be finanged %hrcuch ECA, Tor the Combined Eoonomic_
Area this regulation means that 26.2 million Dnllars Wili' 
\actuallv remain in lled of the same amount' of ECA-aid which
otherwise would have beeome effective by utlllzatlon of th
.draw1ngnv¢ shiti o ‘

_Employmehi,dfrodﬁction andjSale

is comparatlveIVJsmall s1nce durlng a perlod of - rlslng un

.

employment‘dl
end of a calendar quarter. In BaVarla where the 1ncrease dur

smlssals are generally more frequent’towerds

7 act w1nter was partlcularly high, the number of unemploy
dropped by qbou"b 4 000 darlng the first half of Aprll andn n;
the cese. oL male unemployed, the decrease was part1cularly>
strong. It must be borne in mind, however,.that in view - of %
sedson, unemployment should have normally dropped since. Marcm
That this is not true shows that the. spring stlmulants havea-
so far hardly counter—acted the Tactors Wthh work towards a
‘dlmlnlshlng of employment. |

Although thle’serlous déyelopment should byanO'means be
undereatimated,,”it—iepfeéeﬂts{on the contrary, a clear indi
oationyof the dnstableness of the situation and not all- fact
which at preseht are hurdening the labour market can he‘con—
sidered deprussives The r1Qe of unemployment is only partly
connected with a correspondlng decrease in employment., In the
Combined Economic Area, the number of employces only dropped
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by about 255 000 between December 1948 and March 1949 whereas
the number of unemployed increased by about 390 ooo. In the
French-Zone, the pumber of ‘workers, employees and officials
even 1ncreased by 3 600 during the period December through ;
Maroh, althougn unemployment rncreased by over 20 00C durlng
the same perlod. Apart from qﬂ pos51b1e slight 1ncrease Ain un—
oemployea from uhe seotor of 1ndepondent salary earners, the
renewed 1ncrease 1n.une ﬂloyment may largely bhe explelned by
the fact. tnat numerous persons which so far did not belong to
' the group of ‘gal ary earners were forced during the past. months
_to. seek work.‘Thls had .been the casc to an eyen nlguer degree
» durlng the total perloa follow1ng eurrency rerorm. As com-
'7 pared w1thfzhe flgur as ‘of ourreney reform,g+he n%%ger of."
employees dropped by only 13 600 -in the speclsled/by the,end
_ of Maroh;*” ’ ‘
=718 200r »
" be wanted’ gr_atly hanpers the irciusion of all newly ‘re-
gistered labour, pertlculerlv'rrom the seotor of,refugees.
" This ig one orA hé reasone that despite unempIOJmenf‘there is
o ostilds want of 1abour in some cases. The number of vacanoles
lrreglstered at. the 1abour offices still exceeds 17o 000, l.e.
about 28 ooo bclow the December 1948 flgure° In addltlon, it

i 'gnumber of unemployed 1norecsed by
krff;hou51ng in those areas ‘where: 1abour may .

has to be- borne in’ mlra thatlnummloyment is 0lso partly dueto

the 1norea81ng ohllgatlon to rationalize, i.e-. to- ‘use labour
more economloal «If the persons beoomlng surplus'uhrough
~thls measure in" the Long run could not be 1ncluded 1n the -
 labour prooess, rﬁ WOhld certainly nct be a full sucoess of
rﬁLtlonallzatloﬁ since this would not: only lead to' a-reduction

of oosts in prrv»te bosiness but to. an 1norease,1n produotlon T

~also.. Thls re—dlqtrloutron, however, undoui%teldy requires
some time, S0 that 2 certe in flqéo tuation of anemployment

can hardly be avoided.
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B¥th regard to this developm nt,especially the fact that in-
dustrial productlon in March maintained, in general, the Februory
1eve1 has a certain gquieting effect. The index of producticn

for March (1936 "1co) calculated by the Department for EOOﬂuMlCQ7 

iamounts to 89 as compared with 80 in February, this. 1ncre se
however, 1s merely due to three more worklng duys in March.

' Expressed 1n worklng days, the productlon only malntalned

the level - reached in February. Tnis time, the development of
the cohsumers‘ goods industries was particularly favourable
whlch revealed a slloht increase in production not .only with
regurd to the monthly result but also worklng days, a fact
which was»probably due to a great extent to the con31derab1y

4 1mproved supply of raw materials. The 1nvestment goods in-
dustrles, in genral, showed good results although 1n thle case
the - dlfflcultles 1n the flnanclng of 1nvestments makes the
31tuatlon partloularly crltlcal.:On the other hand and ‘when
-conslderlng the trend of 1ndustr1al production as well as
that of unemp10Jment it is to be borne in mird . that a seasonal
stlmuletlon snould ‘have been observed during March and that
this stlmulatlon obv1ously failed to come about in most sec~

i

tors.




The reasons for this relative sfagnation of industrial produc-
tion are still vexry different., First, a few bottlenecks in the
supply continue to p;ay a certain role. Owing to the high
imports, the raw material supply recently improved considerabl;
in general, and the power supply in March Was also mich better
tnan in prev1ous nmonths. Howevery reports are recelved fronm:
numerous ‘branches of 1ﬁaustry that the coal supply does ﬁeep.
pace: Wlth production and that hlgher pro&uctlon could have beé
'p0831b¢e withr & more plentiful coal quply._”he ~'rcrea.Se ﬂn
cecal produ.cfclo*q Vblcr eypressed in working days had hardly
changed 81nce the begl ng of this year 13, tnere;ore, undoub
1y one of the. most'w“gent»tasks of the;p;gsen?iproduc tion and.

anestment pollcy.

oy

(S

I’c can h_ardlv be foreseen to what extent :bhe sales difficulti
\'haVe hampered productlon during the pastweeksa The Departmenty
for Economlcs renorts that so far 11tt1e'has been done, in
general, +0 renlenlsh stocks and that: 1ncom1ng o*ders ‘are far
below thé current level of production. A.large part of indust
1s “jlll ex1st¢n6 on. the - comparatlvely high stock of oraero‘v
Whlch nad accumu ated during the boom. Favoured by the spri g
Weather and the in general satisfactory Easter’bu81ness, a ]
7certa1n stlmulatﬂon of turnovers seems to have broken thi ough g
recently in the consumers' poods nmarkets which will unéoubtedly]
have an effect on ¢ndustry. On the otuer hand, it should not bn
overlooked that certain consumers' goods industries are faced
with sericus dlfflcultles to sell which are partlc ularly due ﬁi
to the fact that the more pleptﬂful supply of goods - which wa$
,Chlefly poss1blc through the improvel supply. of raw materials E
caused the consumer to demand Tetter guality. This trend ustlé
fies that certein products which during the period of genera¢'f
hortage found easy sale are now no longer sale ble under the 4

previous conditions. The comnlaints about difficulties to oellé
arc probably based to a great extent on this distressed j
condition of the industries. The teﬁdency 1nvolved; however, i%
an undvoidablc adapation process which may not be delayed 3
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- of, taxes 1
and’ thus brlnrs PbOFt'a more eqaaL alstrlbutlon an ¢noomﬂs.

through crcdits Tt cozid be brought o an cdé'soon.by drastic
price reductions For the purnose oi clecaring stocks @ud,also,
naturally, by‘sh;fuln 8 in pro&uctlon. The relucﬁnnce ot

‘bvyers Whlch some in ﬂtrles arc éomplaln¢ng about will dis-—
‘appear sooner - 81ncc uhls re¢ucrance is- bascu only on

expectations for, more fav urable” p0831b111t“es to purcnase -~ the

.-mo:wﬁxe shlf‘blrt-' in prodwctlon ‘and prlce structure}aaﬂnted
- to the dema*d1 tho qua;lty desired and the!income situation

of. buyers. By tﬂlu nrocess it wlll ce*talﬂly'be'anavo*daDWe
that a con31de*¢-*e ior‘{;lon of the prnv1ous fnroduction of

'fluxurles" 31nce uDeso had been des'ﬂred for the'domthlc

market Wlll be deLGted. ‘The con samptlon of" 1uxur1es which

'ma;ntaxned rather a great importance even. aftgr carrencv reform.

dué;tbfthe}p:ofitﬂ acerued from the prlce boom ¢or quite some
tiﬁé’béen on a.déclining stage, e89001a11y SlnCL the shrinkage

iof the blqck markct and p085141y als ‘15;;\a Surlctpr collection

_creduceo incomes of t1e blgher 1ncomc srucrets

-

';Whon con51ae 1ng +Ruk71ut thut rACQTtly the cnflre developmenu'
and partlchlary the consumers' industrics rmore ‘and more tend
towards "buyers' m@rkets“ it spould not be ove “looked +.at

the exceptﬂonallv low purchasing power of the ma1or;ty of
1*uye::'s 1S the bas s of tﬂ;s new er“et COthulOu. * The fact

- that thc genercl level of sunvly is still verv unsatisfactory
_dcsplte the sporadic symr+oms of an- osten51b1e exce531 ¢ flow

of goods may he learncd from the production of the Western

+3a

1icF is still con31derabl pelow th

A,

Gnrman economlc sroa

 pre-war level in spite of the progress made‘31ncc currency
reform. thls resnﬁﬂt, Gorme ﬂf~u conalt“on dlffbrs greatly
',fromfthau of probably all other Euw rovean counuvles. It is to

be borne in mird; however, that the » ca1~~4on of the Combined
'EooﬁOmic Area nss increascd by "boa* 22 pexr.- cent due to the
approximateiy 8 willion oxpeilecs, SO that per nead of @onulw
ation, the industrial roduc ion is even 30 per cent lower

+than that of 1936 and more ﬁhan 40 per cent lower than thet

of 193%8. Whon including the French Zonce in this calculqtloL,
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the difference would be even more noticeable since the incre:
in produotlor thiecre is lcoss than in the British and U.S;Zones
Theﬂfigures of an important special sector, i'e.,etextiles ar
garments, shcv the low level cof supply Wnlch the populatlon

- as a Wnole will have to expect for a long tlme. Before. the'wc
the consumptlon of textlle raw. materlals per head of the,
populatlon /amounted to 14 to 15 KllOS annually. Garmcnt
accounted for about 50 per cent of this .amount. For 1948/49

not qulte T Kllos are provided ner heQd and for 1949/50 ubou'
10 Kllos.-The snlre of garnents shall be reduced to somewhat
over One thlrd. Even for 1952/53, tqe last EBP«year, only

been overcom the reason for thws development 1s,not only tc
be found ln.t,,?present reluctance of buyers but also in! fhei
_ fact that W1th prlces the still very low level of 1ncomes s
compared - *»iq:u%? rcstrlcts the’ demand. In thls conaunctlf
reference is: to be made chleflJ to the extrﬁordlnary broad
class of the populatlon whose 1ncome hardly sufflces to sat1=
the most v1tql requlrements of mere sub81stence.lThe follow11
scaedule Wlll glve an indication of the extcnt of thls cless
in the Comblnd ECOHOmlC “Area alone

.pens1oneers of‘a social insurance _ B ‘
(Wlth dependents) . about 3 millions

_welfare reciplents (gg}ia{g ggéﬁef "3 "
warxlnvallds ond dependents of war - " o
dead (rlth denenderts) - o2 "
recipients c¢f unemployment ’ T
- _‘relief ' over 0.7 "

Thus, a total of nearly 9 millions, i.e., gbout one fifth

' of the population = this figure is even higher including -
dependents not calculated above -; have to depend upon publd
relief in ome form or an—other, The ‘amount  of this relief

which had been rather low h s been pregudlced further in its
real purcha31ng power by prlce increases during the last hal
of 1948. In addition, those persons who iost their property

~ =y -



0 nearlysl‘099~ rlces, 30 per cent rell, 55 Der'oenx remained
guncharged,

s%g; crted by puollc welfare but live on
cen taken into consideration. The.

oe
:s¢ "stop children of recovery“ urdoubtedly -
represents a, sex 10us social problem in Western Germany and mmy
not be dlsregariod when conslderrrg the gratlfylng'ease in

the markéts &urzio the pasu months,d.'

va 1ons b" th*fstatlstlcal Office fbr the Comblned Economlc

‘reauthls 1s partlcr arly’ True fori the‘flrst half of March

an,_ nly 13 per cent. 1ncreased. The prlce increases
are to be: explalned Dartly by seasonal reasons (e.g. in the

case of vecetables, frult), partly by prlce 1ncreases in

.;thlal stages 0r production, Durlng the second half of March

and during- Aprll, price avatements dlmlnlshed partly perhaps
under the influence of ue ‘secasonal’ revival of’ sales. The
pressure On,prélces, hovever,\ls Sulll contlnalng

It may be, however, that the statl 1ca1 prlce deollne which -
always refers %o the same rangc of‘goods'ls not the de0131ve
thing at the preSent'moment. For the 11v1ng standard the,

- extension of the ‘assortment of voéas, the appearanoe of

novelties and lower market prlces arc certainly also the !
improvement of quali %v are of at least the same importance.

P

Phus  the deveio me 15 ig tiie reverse ‘0T that before and durlng

the war when a St"“dj aeterloratron of the 11v1ng standard

without price‘incrcascs took place 1n that the cheaper qualit-

Cles disappearea 10 a growing extent from the market or were

simply transferred 0 highd¥ i8%crets. In the field of clothing
for 1nstanoe, it 'means a oons1derable reduction: of expenses
for the consumer that insteat of ready-made clothes he can



now buy naterial and have this made into clothes.

o thls must be added that black market and ratiOning are
more and more: los1ng thelr u1gn1floance for the supply of
goods. Extra prloe charges Tor certaln stlll ratloned goods
when sold w1thout coupons -are no longer demanded din V1ew of
the grow1ng supply of goods and the duld sales bus1ness,'
Uhder the menace of lOoseS ar1s1ng from rottlng etcs and
under the pressure of a sometlmes too great supply of goods
all restrlctlons on sales are proving useless. ‘Therc are;\'
clear signs to be notloeu during the 1ast Weeks that the

- markets united again. in_many flelas. ‘For 3
eXaméle;ﬁ he'black market has dlsupneared for bfead and .
;cenals,to iérgeexunt for stlmulunts, not yet, howevcr, fori
“fat, meat and sugar. Partléy the black. market‘is underbidding
;the regular mcruet 'sirice it doés not pay ‘any taxes and 1s 5

~some respects Workxn  with less exponses.' L

Under these circumstances the “everyman"-program (Jedermann',
Programm) h s Lost its immediate importance for the fixing of]
consumer,prloes. ‘Goods of equal quallty arevbelng offered
‘more. ahd’ more outs1de this program at the same or: even at
:lower prlces, Thecarrylng out of the “everymanﬂ-program'*or
porcelaln, bloycles, radio sects, sew1ng machines and agri-
-cultural. macnlncs is repo rted to have‘beon given up altogethe@
. since productlon of thesc artlclos is rlslng rapidly and ,
4 con31dorable . price rcductions have been made or flrmly p”omlsh
by the 1ndustryo Horcover it is intended. to transform the :
"evorymun“~pr09ram for . textvlcs,’shoes and the - llke .altocetha
from a “prlce progrem” into a "quality. program". A stgndardiﬁa
- zation of esscntial goods. .could'be reudered very useful in ;"
this form in that it counteracts the splitting of productloneg
~into too large a number of articles with a multitude of types)
\fos*ers large . sca e;productlon, reduces cosgts, and thus uelpsi
combine *equlremenus rogarasng quality with requirements- g
regardLng prices, and in o W Q, serves rationalization.

\ ! o~



Ration &lLZ”“lOQ is, however, one of the most urgent tasks for ”
the 1mmed1ate future because the cost s1tuat10n of enterprises |
occomes more unsatlsfacuory. The pressure an prices of finished ] %[
goods = be it.retail, wholesale or factory prices - - are confron-

Iy
2
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ted by r1s1ng prlces of certain raw and basic. materlals. In
the iron. ‘and. ‘steel 1naustry 1mportcd ores have now to be paid
for ot A ra+c of 30 ets for 1 DM, prices of domcstlc ores have
been rulsed (on account of increascd wages in 1ron—0re mlnlng),
'and sc“ ap prlccs, ‘t00, havc somewhat 1ncreased. "A'rise in pro-
dactlon whlch mlgnt lead to a s1zab1e degre581dh of costs is
: hardly to be.evnented in thesec industrial branches. Further-
;ﬂr more, tae grow1ng cost difficultics in ecaal mlnlﬁg (inereasing
' aaull¢g bOSuS 0W1ng to greater depths of shafts, still Llow

Yo ormlng performance of mlnersl is tbreatenlng to 1ead to a

E further rlse ot the coal prlce after it has been ralsea from

‘ 15 to 32. 50 Marx during the past year, Also in other 1ndustr1al f
brunches thc rcl tlonshlp between cocts and prices causes ' ‘i
concerQ.rﬁor 1nstance, factory prices for. Woollen tlSQUCS of
’eomrargble qualluJ arc double thosc of 1939 Whereas raw-wool

. »rices are more. thaon threctlmes as high. In gencrul,the situat- ~
ion/isecharecter*zed bJ the fact that the 1ndex of WhOlCSuLG

prices for 1ndustr1el raw materials and sem1~manufgcturcc goods :
was 1n.?ureh +949 not much higher (by about 35 ‘percent) than

in December<1948 (highestvlevel after currency'refdrm). Most
prices of basic materials remcincd prectically unchanged, 4
drc.stln aec¢1ne in hidc priccs is confronted by an inecreasec in
ij - prices of z1nc, ce lulose and artlfwc1al silk,

ta rl*I contracts despitc 1ncv0051ng piel mplOy*ent th recen*ly
- gained in extcnsion. Of more importont wage increases applying -

1) Averagc output per underground menshift in Ruhr coal mining
amounted %o 2.20 tons 1936, 1.20 tons 1946,.and 1.37 tons

The risc in wagcs setthﬁ in after the Xpiratio' of numcrous 1
at presont.




to all reglons only the increase of basic wagces for skilled
cruft in tho bullalnc trade by 11 per cent, according to the
arbltrutlon award of 15 April, has, howcver, so far bccone
kﬁoﬁn.-Thereby building costs rise by '3 - 4 per cente In cas
wage 1ncreases are’ further oxtendlng thls would, Ln v1»w of
the ‘above descrlbcd development of costs, in geoneral, of:
couse, strongly impalr the prospects for furthcr price- rbd uct
1ons, As can*bc seen ;rom the follow1nv tuble, the real woeekly
- 1ncomes of 1ndustrlgl workcrs,vuccordlng to the index o?
11v1ng costs of the S+qtlst10al Offlcc for the uomo:nod Eoono

3%3fu+c fP LCCﬁOWiC

4,_ulvprodu0u10n is at present stlll 32\per cont below the
level of 1936 (tnure are no. dhoa uvallable for 1938), ppr

1ndustr1al branchcs condltlons are probably*vcry alffercrt Lorg
such<ovcr-all calculetions can hurdly say anythlng “bout the
gustlflcatlon of wagc domunds in- the lnlelQMul case. But 1r
generaL they show the limits Whlch ure sct to ‘wage incrcases
if thcy shall not lecad to renewed nrlcc 1ncreuses or ucvbrsoly
affect productlon ‘and- employmcnt. If ma vjor gcnera¢ wage' fﬁ
1ncreases, in their cffect on real 1ncomcs, shall not within
very short perlod, be annulled by price 1ncrcases and if, 3?
above. gll they ‘shall not substgntially 1mpa1r the purcha51ng
power.. of those clabses who are not in a p031t10n t0 300ﬁ1pllsh
hlgher nominal 1ncomes (nen51onceru and similar groups), tncy
will havc to,bc_accompan;ed by & major increasc of wox rking ;
pérfdrmance‘kWhén in the building trade wages werc roised,
both partics agreed that partly by tho introducticn of the 4831
hours Wee&, partly by an etten31on of pwecﬂ rates an inercasc :
in production had to be achieved. From whotever side onc may §
tackle the actual preblemg of the Westerm German cConomy, tho:{

)
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rgcncy ot the taSkvof rationgliZation is_aiways evidcnt.\

Incomc and Worklng performance
as of end of 1948‘> o

-

1938

wepkly ‘fncomes of industrlal workera gy;: . ‘
-ai(gross values, nomlnal) 1) I 2

aﬂofjthe St Jtistical Officc for the"““
Comblned Economlc Area :

d. .. +70 -

:Jof themTrude Unlcns
- on, the average

 f -30 :

. prod ct1v1ty S A T
- production per head" of- emplo d2) b’flr‘i L - 32,
productlon per worklng hour3 o ~"i?fjéf} =33,

'?x;- 1) Galculated for the Brltlsh Zone Ey the Instztutejfbr,;«
~ . Economic. Research of the Trade Unionse . - <
% ‘Calculated hy the Bonk depbscher Lénder.
' 3) ‘Calculeted-by the’ Stutlstlcal Office for the Comblnod
Economic Arez.




0veral 1 Situ e tion and the Probl e:nﬁ*
ef Investpent Financing o

'If we sum up the main tendencies of present business econditiong
and try to lay down the key problems of the future development
we see a plcture dlfferlng fronm that drawn in the last mont_

~ report in some detalls but only 11tt1e 1n £ ba81c llnes. s

_of the eoonomy agalnst the varlous dlfflcultles is substant
stronger than was - expected by manJ people some time ago. In
dustrlal production on the whole contlnues to be on the leve
of February which is about two thlrds above that before cu
oy reform. Investment goods induetrres, too, have mulntaln
themselvee well. It 1s, therefore, to be seen, that desplt
the’ muoh diseussed Cr151s of 1nvestment flnanclng cons1derab&
funds are stlll awalable for iHVestment purposes. Selfuflnan
clng, in partlcular, seems to yleld hlgher results than WaS‘
expected on aecount of priée dec’“nes end part1a1 pecunla'
dlfficultles. Ohv1ous1y alse pﬁbllo authoritles have extende
thelr 1nvestments durlng the last months and thereby, in some
flelds, given a Substantial support. to “the economy, It is t‘
that uﬁempioyment flgured mored further upwards but the in-—
orease was smaller than durlng the precedlng months, and the
1atest empldyment flgureé show “that the inéfease of unemple
since December is only for about Ohe thlrd caused by a decfea
in employment. To a certain extent unemployment merely reflec

 the ““fﬂmmwngeupply of manpowers.:Flnally it has to be re-
garded as a positive symptom that - also in,March which is
a dad month with respeet to tax—paymentev- tax revenues re- 3
malned on a high level and exports continued to rise until t 
the last weeks aesp1te the increasing sales dlfflcultles in
the ‘world markets.

Against this it has,however,to be borne 1n mlnd that normally
in Mareh and Aprll a more or less pronounced seasonal rev1val
of the economy is duey In conseguence of the mild winter and :

the remarkable increase in business activity until February i
de8p1te all straims it had, however, t6 be expected that the
purely seasonal revival tnls year would Be smaller than :
usually. The fect, however, that it did not occur at all ‘and 3
industrial production could hardly maintain the level of g
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February and that unemployment even‘further increased needs to
be regarded as a sympton that certain depressive influences
must not be underestimated. '

In the number of these depressive factors are often gtill in-

| cluded the allegeoly too short supply of bank credlt The cre-
ait. statlstlcs, however, shows that this view ia hardly valid.
» Short-tSrm credits to nonbank oustomers at all banks 1noreased
 in March by 286 millicn IM, and for the first three weeks of
iAprll “according to the weekly sample statlstles of 112 fi-
nancial 1nst1tutlons, a further increase of about 250 millien
DM may be estimated. This oorresponds to a-monthly rate of in-
mVorease of ahout 6 per cen.'b° Thus the exten51qu of credit. is
\"ﬂdoubtlessly not developlng Bsyond a due proportlon to the de-

"crea51ng rise 1n the volume of gﬂods turnbver even 1f it is

| ”Fborne 1n m1nd that a substﬂntlal part of the exten31on of cre-
;‘]dlt oerhaps serves only thé flnan01ng of rapldly increasing
:"flmports. Slnce +he a%andonment”ofecrédit regtrlctlons on

"‘7"_"’22 March this year banks are no - longer subaect to any llmitations‘
'when grantlng credits for flnan01ng the turnover of goods. If
customers are able to prov1de bllls of exchange they w111,
therefore, certalnly flnd banks whlch are w1111ng to discount

"?ﬁthem 51nce the banks are always 1n a positlon ta borrow from

the Landeszenuralbanken agalnst bllls of exchange. If in spite :
”.of this very often complalnts abouf the short supply of working - _-§

“*:orealts have been raised the’ maln reason is that a rumber of

firms by certaln sales dmf?loultles have come into a state of
ﬁllllquldlty which they try to overoome er at’ least to brldge
f be bank credlts. S

jTherefore, these sales diffiqulties}oomstituie one of the deci-

sive cCeuses of the preseht’stagnafion,-a cause which has

" nothing or only 1little to do with monetamy'matters. As set

forth in detail in thé' chapter on Production apd Sales the

" signs of llllQU¢dlty emerglng in some parts of consumer gords
industries’ and in retail trade are connected much mere with

 the necess101ty to renove oertaln inequalltles between the fﬁ
structure of oroductlon and present sales condltlons. Thls i 4
a taok which can only Ye fulfilled by adaquate shlftlngs in
prsducticn and by price aagustments and the accomplisbment

of which would only be delayed by a too liberal credit policy.
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,Jstlll very eautlous 1n,+he1r transaotlons. It has, however

to be regarded qs a favorable symptom.that the rev1va1 of a
51mmoderate propen51ty to consume could 80 far not be notlce
< There is, on.the oontrarv, é conflrmatlon to be' found thati
\rdesplte the large ca tchjup demand 1n most households eoono
\ mrolng and tnrlftlness are reappearlng to a gretifving;ext
‘sincé the eoonomlc development durlng the last‘weeks has-me
‘1t clear bt everybody tnet 1$ is again reasonable to save
that egvery receiver- of an 1noome w1th a sense of responsi
-llty acts in his own 1nteraets 1f he lays by an adequate
Vreserve out of hls 1ncome.v'“*

“Of couree, these are. stlll modest begrnnlngs and the main b
‘thing is that only a small part of the funds being, sterlllzef
by the savi ngs process now gradually setting in flows into g

“the capltal market Those who have started Sav1ng want to |

_'remaln llquld. Even the funds. accrulng from the "forced
sav1ng" by way of publlc budgets and social insurances sre
only in small p rt plaocd at the dlsoosal of the capital
m“rke+ beceuse everyvhere the desire is prevailing to be at;

any time in a p051t10n to draw npon reserves. IHVCSumbnt
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activity can, therefore, still only to a very small extent
be supported by the capital market. Since, on the grounds
already laid down in the last monthly report, only a very
limited volume of bank credlt can and may be granted for
1nvestment purposes and the opportunltles of self-tlnan01ng

- are steadlly dlmlnlshlng due ‘to price declines, partlal sales(

lefflcultles and the above—mentloned cost increases. thene
-exists, therefore, stlll the urgent problem of 1nvestment
flnan01ng. Hereln lies undoubtedly the decisire ‘ceause of

the present flnanclal dlfflcultles of the eeonomy as well ag -~

of a large part of the decllne in orders awrlng the 1last

o 'months end the restrlctlons 1n prodactlon therefrom ar1s1ng

oem

- But, n everthele3$, the tenden01es toward an 1mprovement of
the 31tuatlon have become suronger. Through the ‘so-called’

prellmlnary

yes for an,lncreased sevlng haVe ‘been glven from th3‘81de of ;

;tax-rellefs.fih addlt;on, expendlturos of publlc authorltles-
for 1nvestments seem to be on the ‘upgrade. There are in-
;formatlons from. varlous parts of publlc aamﬂnlstretlon that

major funds have been made avalleble pertlcalarly for houe— o

ing aecnmmodatlon. Recently, nubllc eut”orlt es alsc seem
to partlclpate to a larger extent in the expendltures for the

extension of publlc utlllties and the restoratlon of the -+

transppntation system. For the second Mershall Plan Year

(July 1949 - June 1950) the 8 Lénder of the Combined Ecomo-
mie Area have proposed 1nvestment expendltures amountlng to

1.6 bllllon IM. In addition, con51dereblc amounts will have

%o be expected from the Gemelnden and the Gemelndeverbanden.‘

In view of the genoral money 31tuat10n it could be only
desirsble 'if publie authorltles woudd restrlct themselves
40 a minimum when settlng up llquldlty reserves since their
future revenues can best be secured by evertlng a crisis in
the investment fleld.,

In recognltlon of what from the German side has been done
o far in the field of investment financing the Occupying
‘fowers now have also declared their readiness to make

availahble major- amounts from the DM—equlve%Ient-vglues of

) recently passed substantlal 1ncent1u




deferred imports for investment purposes. As laid down
in detail\in the chapter on "Money and Credit" aXter as y¢
o} gencf 1 promlses Were glven and certaln ¢esp1tes for

‘reallﬁy an eiban31on oI eentral bank credlt for the tlme,‘
being, frqm the thrd001nt of- currency pollcy,:such an ex
pansion is,. however, Justlf;ea slnce it merely eompensate
the latent formatlon of Oupltal Whlch not yet always ben
}flts the. capltal'market una Whlcn is connected w1th the
:decllnlng propen51ty to soend on the part of the economy
partlcularly the cousumers. Would this expan51on not take'
place_even a deflcﬂt of purchas1ng power would emerge in
the mafkets_leaalng.to a more or less general shrlnklng o]
economic activity. It appears, however, suitabille to reserv
tthe feIeaSéd counterpart funds not only for the financing
of certagn large ‘investment progeets but to utilize an
auequate_portlon thereof by;upproprlate meansg also for a’
nurber of smaller investment works. These are, as-a rule,”

not always very manifest but, nevertheless, partly also of
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greatest conssguence fox the sconomy as a whole .

Beside that, it will; of course, be an important task to
promote the revival of the normal capital market with all
vigecur and under utilization of the experience of former years,
for example of the period after the stabilization of the Mark
in the twenties. This task is 80 urgent beeause the Occupying
Powers heve' unequlvoéally declared that for the second Mar-
shall Plan year there connot be expected a release of more
than 2 hllllon DM from imﬂort—eoulv lent—values. This amount

is only about 2/7 of the 7.3 billion Dy investments proposed
for the Gomblned EBoonomic Area withip the program for 1949/50.
The dlffe“ence of 5. 3 blllion DM is to be - - ; raised for
1.55 bllleon DM by Dublic authorltles, for 1.2 bllllon DM

by self f1nanc1ng “of’ flrms, and for 1. 65 bllllon DM by .private-
- formstion of eapltal (savlngs dep081ts, 1nvesfments of 1nsur9n~
ce compa n;es) ‘The flnancing of the remalning 0.5 bllllon M
is stlll unsettled.;lt‘follows therefrom that Western Germany,
2lso ix the next future, w111 have ‘to flnance by far the 1ar~
gest part-of’ “hbE 1nvestments out of hte own resourees..-In;
materlal respect for the time being, the ald from abroad re— f
mains, of coursey for West sern 'Germanv the decisive bas1s of
all efforta,to get on itp feet ageln because’ w1thout food and -
certain raw materlal dellverles from abroad, it -could haraly
exist w1th.¥t8 present dCﬂSltJ of ponulatlon and much less
evidence the power of regeneratlon whlch Bt showed durlng
the last months. ‘ ‘
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