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'TﬁvSeptember 1949A

:ijlth a common 2518

'?feoonomlc'me"ger

‘f:rltlsh -Zones
Wlth regard to:

eﬂonomlc ar_a’»

‘Comm1551oners, announoed tha+,tney had deClded upon suggestlon\;
e of the Board Qf Dﬂrehto“s of the Bank deutscher Lander,‘to fix th
iﬂ"-'e x ¢ ‘h a n g e‘ r a v e 0" f 4 h e M at TU. S. cents 23 8095, '
B t iv e a sA 0 f 19 Se 6 t em b er. 0. 00k o w r s,
.and that the Allled Ilgh Gomm;851on‘had nqtvraiéed'aﬁywobgectlons4

to thls rate, .

R T

Thereby: the prowlslolal DM“Dollar cross raue of 30 U S. cents _
to 1 DM flxed by the Allied Mllltary Governmenis on. 1 May 19r8

has been reduced by 20.6 pbr cent.:

1) 0lo5ed on 12 October 1949
: ‘ ' B




This measure was taken in v1ew of the devplu”*loﬁ.o- the BritiSﬁ:
pound gterling as of 19 September and the ensuing W”Ve of vyohang
ad justments throughout *he vorld Hithe to,.ﬂ\uter“ Gexmany had
exporteﬁ abpun two thlrds of *her total exnoqts to Creﬂ.'Er tain.
cand to the countries more or Less +071ow1ng the aeJaJuau»on of -
the pound sterllng, ahd had competed in third i arfeus with some
of them, partmcularly with Great Brltaln.\ an aqaentﬁy Ge“%an

_ exports wmuld:have hopelessly lost’ ground hadiGe maﬂy not : o
fOIIOWed the Brltlsh actlon at’ least “to a, certan ‘ - ﬁuft
more, howevar;;the Allles had expllcltly Suate,’ hat tne 30 cent;
‘rate was pr07181onal, and ‘it had. been w1dely;agxéed that by thms
rate the DM‘was not 1hcon31derably over—valaed au:compared w1th
the Dollar. ’ '

D- 'Y AS ) ,

w1thdrawals from th ok ‘zg lnstltutlons Lt is-trie,. and .
a temporary acceleratlon in buylng‘wws oosorﬁe¢,'ndrpicaLﬂch N
1n “the- retall trade* but tnese symotoms subsLdoo cu*ckn",,and.
upon the aﬁnpurcement of the nem e:chande rate ewn“om
agaln retnrnad to normal. Tr the Firs weekf A e ob~1

'.surplus of: de0031ts on sav1ngs auoounts regelned inm“é erasﬂ
level of the six weeks Jmmedlate]y nroced,ng the QC’“jW&u,Oﬁ of

- economy’ i . .
sterling, whlle the, demapq for bPank credit was.even 1€83. Lhere:
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| publlc trusted the Central Banklng qystem would not permlt the
,stablllty of - the currency to: be aeopardlzed._ o -

‘Certalnly, 1n adapting themselves to the new rate of exchange»f f
"ethe economy and the Government are. faced w1th a complex of ~.”_¢~13?
;,dlfflcultlproblems.r In: order to achleVe further progress 1ﬁ ex~ |
| gports, the German economy w111 have to make even.greater en- -
_jdeavours towards lncreaslng its. efflciency, " There is -to be’ solve
,the problem of hlgﬁer 1mport prmces, Whlch arose as a consequenoe

Athat were not devalued at all or were devalued only to a lesser.;
_;degree. The Federal Government declded not to permlt tne 1r-':

'becausedmoat§of the 1mported foodstuffs come from the ‘dollar erea

‘to affect domestlc prlces, but to keep the seTllng prlces 1ow,
_ ﬁfor the tlme being, by 1ncreasrng the: sub51dy payments.g_'ccordlng 1
f?to prelimlnary statements of . the Federal Mlnlstry of Food and ‘

ti-culture,
‘_through 30 June 1950, whlle up to- now the sub91dy requlrement

.approxlmately DM 400 mlllion. Should Vestern Germany be grunted;*

_be seen to what extent thls aoaltlonal burden. will affect

. produotlon. ‘

B x_pgo rts of t h e C ombine da E c onom i c

is no- doubt that to a oonsrderable extent this gratifying develop~L
ment was due to the fact that the German. eoonomy, on account of §

the prudent ‘money and credit pollcy pursued since the currenoy '
reform, Has very 1little "hot" money at its dlsposal and -that thejgs u

Qf the devaluatlon of the DM agdlnst the Dollar and other currenc

creased.cost of food imports - Whlch are partleularly ag vravatinggg

'this w1ll nece551tete sub31dy requlrements tota 1ng
approx1mate1y ‘DM 700 mllllon net for. the perlod pY October 1949

for the entlre current harvest year had been estlmated at

the ce11.1ng pmce of the International “'heat Agreement‘ the

e,estlmated subsrdy would dlmlnlsh ‘not 1ncon51derably, ut even L- q |
"ln this case the sub81dy payments w1ll mean a heavy burden on.. '
‘the pUbllC budgets which are at- present underg01ng a consrderabT B
- strain.' The increase in orlces of 1ndustr1al 1mports, on- the_1"ai

oontrazy, is’ to be borne by’ the domestlc buyer. It remalns to :

prices. In general however, forelgn raw materlals represent
a relat1Ve1y small percentade 1n the total costs of. 1ndustr1al

T o om A e 0 S W ke e e

A 1 e a (figures for the Trench Zone are not yeti. avalleole)
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o - Porelgn Trade: of« the Comblned
R g . T Eoonomlc Area :

- in mlil%Oﬂ*DM..‘fi¥;>

T o s
% vhalf i ‘half’ Ma
1948 U 1948';ﬁn 9

‘°”3'124 5 179 6,;*'

. pre-manu- -
- factured:
~products-

end products , 14.0 , 46.2, 58.4 , .-.80»0’-

B L T
. )

“Total '80.8 ,222.0, 279.9 , 305.6




‘LAugust figure of DM 303%. 4 mllllon ls oompareble to the monthly,;-
:eﬂaverave of the seoond quarter,>which 1tself had. fallen ‘short T

‘?7of the: March 1949 . lgvel by about oM 8 mﬂllona In-other'words,f”'
‘Gfexports have oeen stegnatlng for' montoso ' IR MU

7,.f%As explalned 1n the Jast Monthly Report the stagnatlop is '{f;fl
B 5Tch1e ly due o the oecllne 1n coke and sorap exports, to- mhlch

T?'was added & Sllght decrease in ooal exports durlng Aubust. Itﬁ
;{xis also 31gn1flcant in thls conneotlog that the Tumbex exports

'ffﬂiof the Comblned Eoonomlo Area-~'1
‘k;jwhere they are stlll substantla'
,-;‘iﬁfhe past—few months whenothe 30 cent rate ‘had to be applled to
‘fﬂ;all lumber exports. August exports ofxflnlshed goeds, however,{
B exceeded the July leVel as Well as”¢hat attalned in’ the monthly'

'a erage for the seoowd quarterg

,ﬁ;;;Durlng”August I m- p o % s o f
; "7T§E'c 0 nomi c A T e a 1noreased

'L,ffin My’ . Partloularly 1arge (nearly’EO per oent) ‘was the 1ncreas
';ﬂqln 1mpoi%s for:-the food 1ndustry, but 1mports of" flnlshed goods
_1; also were eonSLderably hlgher tnan et any +time durlng the- past
"fffew months, hh;Cﬂ 1s ohlefly due to the dellvery of rallway

| carrlages ordered abroad by the Bundesbahn gome. tlme ago.- B

_ The. proportlon ot COJmerolal 1mports»

,_'*orelgn aid.

o mlWllon in tne monthly. average of the seoond quarter 1049

agaln decllned somewhat 1n August as compared Wlth July. The

et

"\contrast to the Prench Zone,,
’”tually oame to an end . 1n '

Ks ¢ ‘mpa""’ d;:w;th the Very

:»‘7‘ Jr-' ,

T elr”ehare 1n total exports was 21: bl
“uly and August 1949, ?S agalnst 52:9 per cent 1n 1936._;-73

ﬁg Dh 7OO 4 mllllon, tney almost regalned the peak level reaehed

Imports of 1ndxstrlel Taw. materlajs 71Jew1se ehghuly exoeeded

those of July; thouvn stlll falllng somewhat short of the o
'average of the seoord qaarter,ﬁ "---_- C -
1) to uotal 1moorts oontlnued
40 . be very ‘high 1n Xugdst as contrasted to 1moorts Llnaroed by

ﬂlS is in oartloulae due to the Iaot ﬁhat EC&

1mports remalned relaulvely low. S In: Auvust they total‘ed'

S 57 5 m11110n as agadnst S 30 7 mllllon in. July and B 31, 3{

l) Imnorﬁs pald for, by means of - ex“ort)prooeeds,
-5 = . :

PN



: adu-: |Tob4l Preight [Total
| gec=Btriall - charges
tor:Bector | und

£ which m
q,@opw<mwbmmt,
ozﬁmemsmwbmu ;

d,,b,wfn(\ .‘

.ﬁu aﬁep,
,gﬁﬁ vet
L authorized”




T he

'e:According to thls bable, arrears on 51 August as compared w1th
" %he. schedule for the first Marshall Plan year were $ 141 3 mllllon,‘i
o l.e., almost 30 per cent of the deliverles scheduled cIn -

'~fadditxon, there are arrears in the dellverlee to. the, Prench
* Zone amounting to g 29.1 milllon.‘ For - account of. the second

1Marshall ‘Plan year, only ﬁ 44 mllllon had been 1mported to the |

' ﬂ;As BCA ald for.the secpnd year; about 5 110 million (
' thereaf! :for i Tombined Eeonomic Area) Wers’ Provlsifnally
'ﬁfallocated t westgranermany for the flrst three mon hs (JUlN

""ﬁ}’period 1 July ,194 ) “tilrough 56, Jumie 1950.;

'57M o n © y m/o v e‘m e n t 5 v i a3 4 h e

:TFd 8. u‘t s c”h eif ﬂ
rejAugLst and September, by 8 pronounced 1ncrease 1n 1npayments.
" The latter emounted to- DM 702 mllllon in August and to
- Du 906 mllllon ln September, as compared Wluh only DM 564 mllllcn
n.--lﬂ July and M 475 mlllion in the monthly average of the‘.f
":'second quarter,¢ Inpayments for tbe 1nd1v1dua1 groups of -

'developed as follows

1) ¢f. "Howthly Reports of the BAL", iugust 1949, page 37

TR

SR R BT -
(AR LTI A RN
‘ . S O ¥ . R ¥

status of ECA dellverles to the Combined Economlc Area as of
31 *ugust is showm in the table on page 6. - : . .

UO"one thlrd

’uotﬁbe expected ng the aggregate

<o) ECA aid by the R S. Congree”uw.,
.Which is baeed the allocatlon schedule wh;ch

evm € n t o T f o r e i g

a'n d e b3 were agaln characterlzed, durlng

1mports (commeroial 1mports, and GARIOA and FCA 1mports)

-7 -
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1 T . IS . . ’ . T

v,ﬁoﬁfhly,T e Inpaymenbs of Importers e <
average, = . - — I A AR }
“or.-. ' 'Total | Commercial . ECA % GaRTOA ' OWEPAY-
t montn : s ST fIIIlpOITtS'--,'i. Imports sy BERES.
‘; respectlvely A AL iy o : ‘
L ) R in mllllon DMi;i'

*155167 9‘f}fs,uiiis
esgie n
g 5 %0555g“~'{
48803 213

) .July
L.swAugust
'*k.September

RENAY & e A2 D AN TR ML o TETL T 2R et o 10
s s o et e e e e

average OL'lO dayxperiods they conSLderab]y exoeeded the 1eve1

of the precedlng month - this is due on the one hand to the fact

o s e R

e,
AR
.

that 1mporters, as had part 1y been the case 1n.August eﬂdeavo‘
ea to acqult themselves of outstandsng 11abL11tles as qulckly

s et ey e
e

as mesibile,, 1n order” to. av01d any losses in the event of an

£

ooy g gdaman g
o R S i o T

alteratlon 1n the exchange ‘rate. This fa0uo¢, however, 1s“only

-8



to be COﬁSldered w1th regard to commer01a1 1mports for Whlch

-1npayments were made agalnst letters OL credit under the former _,“

import. procedure, fox accordlng to the new method of settlement,' 1
fwhloh has been,in force since 15 July 1949, “DM payments have -f'ﬁn

'no debt—settllng effeot before the. 1etter of . credit has been

established or the Iorelgn exchange order has beon plaoed"v\

(Bulletin No. | 140 of. the Toreign Department of the Bank deut-

soher Lander). Thus, the oontxning strong increase»in inpay--: -
etments for oommercial imports is: undoubtedly due to the ,' '.
[ucontlnuous 1ncrease 1n current oommerc;al imycrts., This increaae f
‘is-also manifested in ‘the further deorease in- the; forelgn ex~A4:\j;
fchange holdings of the Bank deutscher Lanaer, a decreese totalling;
"Dm 458 million from ‘the end 'of May through the end of September,,

' Bat: ‘ mil the eptember e

_;Etransacwﬂ
 with Augus
N " ments from’ tk
'z»heve decllned.

t (seelfable on page 8). excluaively due to outpay-o..:
oounterpart funde, Whlle outnayments{ o‘exportere

.If we strlk .ﬁeibalance of inpayments and ouipayments, 1t _ ‘
'1becomes evlden:ithat since - last July the aooounts for the settlev'i
,Ument of forelgn transactlons ‘ghaw con51derable e u r p 1 u s g 8

.f;° f in p a y e, n t s._ Including the transfer of the ERP

, Vaocounts of the French Zone to the Dank deutsoher Lander, in-
ﬁpayments totalled hviid 659 9 milllon in" ‘the period July to L }‘
';September, turning “the .credit balance on foreign accounts 88 -

'a whole 1nto a debit ‘balance ‘which at’ the end’ of September :

amounted £o" Dh 45. 6 million. The last remnants of the expansiva 3

-effect, with' rega*d to monetary polloy,_exerted by the money :'-ﬂﬂ@
. flows via the forelgn aocounts up to the end of June hsve thus B }

'dlsappeared.ﬁh_:




—

M one y _a-n'd G T e d 1 t

k ,)\

' A In Septembor, too, tne m o n e y moa T k et oontlnted to bei
p;affeoted by the tlghtenlng factors Wthh

as was demonstrated

'fthe Forelgn Trade Banks,@n‘loro accounts, whloh

f‘accumulate from tﬂe ,Wll.pay ent of- the equlvaTents fo” fo elgﬁ

f:balances

 Uffﬂ1;fletters of credlt 'abplled for,‘lncreased by DM 86 mllllon

to D 266 mllllon in- bepuember.

fThe secord essenilal oause

of the lncrease in the net 1ndebtedness of the . bankiog ‘in— f

B st tutlons to the Central. Baﬁglng SySuem wias the amount of

\



viz., by DM 231 million to DM 7, 453 million. AB contrasted to [l

' these tho factors, whlch con51derab1y tlghten the liquidity of -

,'the banklng instltutlons, only the. decrease (DM 122 million) B
_'in deposits of oustomere other than banks 1n the Central Bank— ";:

' ing System haa.a relax1ng effect.,m?f‘ : ST S

;ff‘Under the influence of’ the factors descrlbed above, the money ‘
3 ’market, due to the lack of supply, showed very llﬁtle turnover X
L up’to. mid°SePtember, apart from that ‘connected with the daily
ngcompensatlon of fractional amounte.« By. the mlddle of :the .month,
- ‘transitory’ relaxation was’ obse_}ed _which was due chiefly to- - Hl
_i,;,the fact: that the reducfioneof the. mlnlmum'reserva announced in R
,:faw#mld-September was effectlve refroectlvelynaSjof 1 Seotember. - ‘
af_jSInce the basls for the computatlon of the 1egal mlnlmum.reserveek
 ¥18 the monthly average of the reservee malntained, the banklng ﬁ‘
ot “40 fall below f,V¢W7:
- the ave 2 : £ tie’ ~f'-,_"ILoreover, the, -
1 ':.& suspension o,fforelgn exchange dealinguﬁfrem 19 through 30
.i_;rTTSeptember conemderably decreased the‘strong w1thdrawal of
‘f?{ﬁliquidlty which had resulted from" & former hrgh surplus of ‘
!f5finpayments ool ‘the accounrs for ﬁehsettlement Qf Toreign’ trans- 4
_laﬂactlons maintelned w1th the Bank_deutscher Iander.- Therefore, G
i’the last day of September was unvsually easy for the benks, whion ?
T Were in but few instances compelled to 1ncrease their borrowing ;
from the Central Banking System above the m1d~September 1eve1,.‘:f it ;
'but were able to meet the con31derable requeets of the market .. ‘
for caSh almost comp‘etely“by recourse to thelr reserves. Call .
money contlnued %o be offered 4t -3 V4 per Gent at the end of " 9
the month._ Early in October, the' stlffenlng tendenc1es again .ff.fy

i
|
i
i}
. . . A i
. 11
currenoy 1n 01rculatlon, whlch in September contlnaed to 1ncrease,}%@
|
i
]
|
H
|
{
i
|
|
H

prevalled in the money marLet.~., 3 *’f; a'“{ . - - 'C,,fﬁ:
i

i
!
" 4s of. 5 October 1949, the new regulation of . T n ter-Ldn-
. d eT T T e n g L e T s became efCectlve. As id well known,
. thls concerns the comlng 1nto force -of Artlole III, para 12 of
the Law Concernlng ‘the Esteblishment of a Bank deutscher L \

-1l -
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Iinder (Milltary Government Law No. 60), readlng as follows: "fﬁ

"a) 1Ehe_Bank shall assumé and effect all banking transfers
Whlch result from the. crders of third parties and which
are transfena,avex_Land boundarieg.  Lredit institutions e
mist execute all such transfers through their acoounts
'7_wdth:t§@ Land Central. Banks.' ‘ | '

b) The Bank may permit exceptlons to this provision.,"""

In the neW*regulation, which is being oarrled cut according to i
. the announcement published; 1n “the Offentliohﬁr Anzeiger fir das %"’”
o Vereinxgje”WIrtanhaftsgeblefﬁrﬂﬁiicial.Gazatte,Ior“%he-Gombined
Economlg Area), igsue of:7. July 1949, use is made of the ex- »"‘
ception granted under sub-paraﬂb), in fhat the regulation doea L?f
not interfere W1th the courSB of transfers from the branch f”'*
office %o, the head offlceb p“fnfnafflliatea banking 1nst1tutiona
" £0 their- head institutlons (Girczentralen, Girokassen) ~ The
transfer/ampunts cr0351ng Land bonndaries have first %o, be for»
| waraea hy the aforementloned hgad 1nstitutions to the Landes—;_{-
' zentralbanken. Neverthel"es 4 éértaln extent the new. regu1a~

tlon affects certaxn banking institutlona adversely insofar as "
their liqu;dlty is reduoed.;&,h_ S A |

In splte of the stlffening 0¢ the‘money market, no decWine in
the relatzvely large credlt/expansion of the banks was o be N
*“observed in.August and in’ the first half of September. om the L
contrary, “the: 8'h o r - ght~e r m 1 o a n 8 granted. by the

E commerc1al banksl) to c u 516 m'e r s o ther th 3 n
“banks totalled DM 566 millionZ) in August thus hav1ng

1) Including savings bankS'and credit cooperatives.".,‘.. S
‘2) Incrense- qpcordlng to monthly banking statistica . DM 892 mill. R
Included therein for .the first time, and - a R |

" therefore to be alsregarded when computing

the monthly irncreases :
Foreign exchange loans of the RM perlod 267 - o

" Financial. institutions newly 1ncluded T o .;“
- 4in the Suatlstlcs R S R 59. . ..° 326 "o
’ S CT . Totalw - DM 566 mill.




t?i 1 o n o<f d e

_1n an 1ncrease 1n/the déb t balances on’the aocounts for the

'settlement of forelgn;transaotlons w1th the Bank aeutsoher
‘:.Lander «xwhich acoounts to a certaln extent also oon51st of"




Teekly Inorease 1n Shortherm Grodlts Granteui'
by. the 112 cekly Reportlng Banks T H
(echudlngvlnterabank credlts) o

‘glro accounts (1nclud1ng sold equallzatlon cTalms) fell by

o j.m 185 mllllor‘. & Tal'lng 1nto

"to 1ncrease durlng Auvust as well as durlng September, a

acompuuatlon shows tbe total V .0 1 u m e

than banks show .- A OW
~In Se tember, theacredltfoalances‘of publlc authorltles on

con91aeratlon thls decllne and

o] f L 0 n e .

;-i5_; 

~




to have 1noreased by well oﬁar DM 300 million to DM 21 2 bllllo
‘1n uugust, and by another estlmated o) 300 mllllon 1n September
S-avin g 8- D k= p o a, 1 t 8 contlnued to develop relatlveI}
favourably during August.o The surplus of - 1npayments, amountlngm
to DM, 82 4 mlllion, showed a slight decllne as agalnst that :
:_of the preceding month (DM 87 (o mllllon), but suc “a'decl1ne :'
-.is not’unusual aurlng‘the pr1n91pal vacatlon seaso e’

noteqthat the bankimgm inStlLW

,‘;from the Unemployment Insurance Fund had been made avallable
- 'in the: amount of DM 18 million.ﬁ The remalnlng DM 97 mllllon'fh
"f'were granted by other banking ‘1nstitutlons - 1n the *1rst B
_place by mortgage banks, sav1ngs banks, ‘and Glrozentralen -
;"but also by the public authorltles through the medlum OL gbf-}'
| 1nst1tutlons. The release of GARIOA oounterpart funds was .
.‘limlted to DM lO milllon durlng “ugust apart fron the contlﬂ
settlement of the oontraoted forelgn dellverles for the Rallwam
.Whlch are pald from GARIOA funds and whlch ﬂere reported on Qti

an earller datez) The aforementlonod DM’ 10 mllllon were-“

l) TPlS flgure 15 not to: be found in the monthly barTlnu ,
statistics, ‘because the Reoonstructlon Toan Corpo*a*lonoand;
some other specials institutions granting long-term credits °

' were included in the statistics for the first time.in August
- 2) "Mon‘thly Reports of the BAL", May 19439, page 13

- 16 -




. glven 1o the Reconstruct1on Toan COrporatlon for the purpose of

~total amcunt b medlum and long~term credlts gnanted by the.
banking 1ns$itujmons durlng Saptember. The Heaonstructlon C

‘ _fDN 20 md3lton 257" the: contlnuation of the yow__iprogram, T
NS¢ ¥ 12. million for housxng constructlon for. fhe ocoupation powers 1‘
B mmlliomepr;industry,,and smaller amounxs Ior m;ning and ﬂﬁ“

'_9of the proceed

S TR e ARRS S S ST e e e

_f,f»t m1d~Sebt§_m“”
‘a;ff unde: were‘b e
U  'Zone;«of*ﬁh§*DME5 “million-réleéSed;VDM 40fmillibnﬁare‘schedui?@i‘
:*“for the Rallway, DM 14 mlllion for power plants, o 2 million” T
~ “for tlie extension’ of the Ludmgshafen port, ‘and DM 1millicn for "
'-the constructlon of gas mains, - By the end of September, the - 1

. Flnanzierungs A.G. Speyer ‘had ‘granted credlts of DM 6.5 million
;fffrom the above amount mostly to. the Federal Rallway. In additio
3from the ERP counterpart funds of the Bizone DM 94 mill;on Were
also. released., Of thls amount DM 44 mllllon are ‘scheduled for f
‘the Berlin power plam: (Bewag), and DM 50 million for the coal

Lforder to faCLlitate 1nvestment financing, had d901ded to-

;-

1ndustr1al credlts.

At the present tlme it is impossible to state concIusxvely the

1Loan Cbrnoraf;on granted b 45 million in~10ng~¢erm Credlts.%;;;

gmouhts fram the ERP e o’u n f elr p 2 : t
eleased for the flrst time.a In.the French )

mlning 1ndustry in the Blﬁone. '
As i - well known, late in August the Board of Dlrectors, in

purchase equallzatlon clalms, in antlclpatlon of future sa71ngs, "4l



1nvesrment, uhé”Bdérdfb

the Gapltal_Transa.tions Ordlnanoe, are 1ssued' n

tlie prOV151on ,of.uald $aw._ Dursuant to Regulatl :

Mllltary Governmen+ Law No. 65, 1nvestment aocounts of SeVE;al
personc may now be consollda+ed for the purpose of subscrﬂbnng
to ]oans~  Untll ﬁow ﬁhe new. Dh mO“tgage bonds and mun1c1pa1 ;
“bonds 1ntroduced at unﬂ's+001 eychango ;or the flrst time 1n.f

/ v
Ly .
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“for old fixed-lnterest-bearlng lssues showed a sllght upwaxd

1 n t e:r e'sat{ is tax-frea, and, moreoVer, the

| loan Were guaranteed by a banklng syndicate.- H3

. medium and long-term credits to small’ and medlum—51zed establiShaf

B

September ea51ly malntalned their rates of issue, whlle the rateS‘}w

trend and stock prlces ‘went up somewhat more considerably.-

In order te make avallable for reconstruction purposes addltlonal
meang e’ beyond the bond.zssues brought out &o far - the Reconstru
tion Loan Gorporatlon 1n September offered for subscrlptlon for ‘

'ime‘two loans, v1z., a SVZ per cent loan enjoylng R

»fgmhe 5#2 per cent 1oan,»fof"
llion has been flxed, enaoyf

1 o a n :
a'm o wN -t s iare ‘ot subject to property tax nor to trade tax
(Gewerbekapitaiéteuer), inherltance tax, or tax on.gifts. Hhereas
the usual”%axat“‘n;rellef, ‘ag 18 also grantéd_ n;t1e case of
tbe 5 VZ perwéent'loan, ‘is made condmtional upon-%hé bonds belng
held for 3 eérs, thera is no such prov1slon in\the case of £he o
tax—exempt~3yzwper cent loan. DM 50 milllon of the SVE per cent

Early in September, the InduStriekreditbank in Dusse“dorf vas

authorlzed to offer for subscrlntlon the flrst DM 50 mlllion of
its scheduled DM 150 million lan, whlch runs for 12 years, ylelde
V2 per cent ‘and’ is issued at the 0rlce of 98 per cent. The. ‘
proceeds from»this loan are schbdu]ed to-be used’ for grantlng -

ments of 1ndustry, handlcraft, and commerce.g..;‘.

N
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fhs was to be exoected
‘are avallable the
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. In adeltlon,»ln the. case of- Lhe asuessed 1ncome uay an lmportanu;h¢'“
"-oon81deratlon was ‘the fact. that the taxatlon relief granted at ika '

the end of /prll 1949 (1noent1ves to sav1ng in the form of in-
'ﬁacce]erated wrltlng-o?f

creased allowances for spe01al expenses

percentage of AR
~therevenue. g_ig A
of Aprll/uay

from the amendment of the tax 1aws at*abeut 15 per cent. More"
accurate estlmates Wlll no be p0351ble’unt11 *he September

Y.

resulus are avallable.

There are- no statletlcal data avallabWe qn recent e. xpend i =
T ﬁ,* u r e s.. The last Ilgures cover the perlod from l July 1948 T
to 31 March 1949 when a total of aoprox1mately DM 10 9 bllllon
e was spent by the Lander.‘ By 50 June 1949,3th1s amount had
orooa01J 1ncreased to anprox1mauely DM 15, 5 bllllon' 1t mus’d be

- 2] -



borne 1n mind however, that expendltures retroactlvely charged
to the flscal year whlch expired on 31 March played an lmportant

l°f pert in this increase,, As compared with these expendltures, the
‘”ﬂ; tax revenues of the Lander amount to DM 14 8 billion annually,

based on. the level,of the past three monthe.. nt the present
tlme, ﬁb@'tetal reVenue accrulng tc the ’fffff amounts to

. uﬁder the Ordlnance to Alleviate SOClal Herdehip (Immedlate
%14 Ordinance)l). Forsthis ‘purpose, the financially, weal Ln-
dex will of necessity, have to*ralse new loans. :In Hesse, en

L 1seue of treasury bllls for thls~purpose 13 already under way._

The personnel expenditures of the Lander are likewzse increasing,
since in some of the Lander the 6 per ‘cent’ reduction of serv1¢e
“and subsietence amoluments of cxvil eervants and employees in -
publlc service, decreed under the lst Emergency Order on Salary
Qeductions of 1931, has already been re801nded “'-f' '

) In addltlon, an increase 1n the expendltures for sub51dies to

1) Cf.-tMonihly Eﬁports of  the Bank deutacher Lander" August 19495
pages 22 to 26.




“ be pald on food 1mports 1s to be expected due o the new f1X1n3;7
| of the exchange rate for the DM agalnst the dollar., The degreef
“of ‘the- addltlonal burden on public budgets can not yet be de—f{f_
termined accordlng to prelimlnary lnfcrmation from the L o
Federal Minlster for Food and Agrlculture, however, e sub31dy
) requlrement up “to. DM 700 million is" expected for ‘the perlod fr”‘
-1 October 1949 +0.30/June 1956,'ﬁhéreaSQfox,thefthird‘Quarter
1949 eubsmdy expenaitures ‘of - approxlmately DM 175 million had.
been provided for, DM 98 milllon of. whlch vers to be borne’ by'the
Combined Eeonomlc Area. _Itjls“p6551ble ‘that ln the future thef
! Pederal Government will tak‘,;"er_the;burden ot subsidxes, bux

in fact even in thls case tn _eqnlred”funds would have to be

3
!
L
P
b
)’;’ [

f?DM 164.9 million deposits (incl deposits of" Gemelnden in
?5Hamburg and Bremen), to which'amoun muet be added 1nvestmen$s ,
‘*?;aﬁdhntingﬁto‘DM7§83;47n311;§1 cons ting of equallzatlon ‘claims
and treasury bllls, ‘which: ca. e,realized at any time. | In additio:
several Lander have not inconsmderable deposits with the comme od,
banks.* These funds are 1argelj,concentrated with the. flnanclally
strong Lander, on- the other hand indebtedness of the flnanc1al
weak Lander is- gradually increaszng. In August, bank b0rrow1ng
by “the Lander rose by DM 25.9 milllon, ‘and the 1ndebtedness"' 
incurred 1n the money market by DM T 5 million., g

The expenditures of ‘the Federal Government have 80 far been ‘_ 3
o flnanced only V1a the budget of the Combined Economlo Lrea.3,EOf_3”j
;”E.'V'” the perlod 1 October l949 to 31 March 1950, & so~called "tran51t10 il
o budget" was establlshed which' practlcally, however, differs but |
‘ little from- the biZOnal budget 1n 1ts 1ast form. This budget _
B prov1des for revenues amountlng to approxlmately oM 730 million

and expendltures of approxlmately DM 780 mllllon (excludlng the

Coe
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the same revenue sources and expendltures as the blzonal budgeﬁ
The deflolt amounting to approx1mately DM SO mllllon 1s_to be

|
|
1%-

: was a : s‘trongly llmltlng i‘aotor 1n thls industry, has con— ’
51derably 1mproved Tho produetlon of roWllng mllls llKeulse SR
dropped '- The decrease is presumably due to the shrlnkage of 1n——-
comlno orders 51nce Aprll 1049 whlch “in fac‘t "cau\sed a greeﬁcl

o




L amounxlng’to only S 800,}

;gfconSLderably lower than 1n July (19 500)._ MorQOVer, this inws»

- ‘creage’ agaln affected women only,}whereaa the number of un~' %1[
'{:employed males: slightly decreased agaln.'n The increase in

:\employment-since the end of March 1949 clearly shows that the

‘~’1ncreaee in unemployment during the 1ast half year is due only

:eto the influx of new labour.  »e may be taken from.the :ollowing -

" $oble, hOWeVer, durlng the 1ast few months the magorlty of .

, dlsproportlon between deJiverles and orders in iron and steel R
' productlen durlng%he perlod June to ugust. o ' &

:The increase in emplo y m en t is a. symptom of the

- _stlmulation of the ecnpoﬁv»whighwmaa generally ndlceahle durlng :
o the past few monthsv The number -of. wage and salery earners in .

,:_-_'_the I‘ederal ‘Iterritery rose from 13, 488 milllon to 13,604 mna,on;j
,'from the end ot June to the-end of September, 1.e@, by 116 OOO.

‘In the second quarter, the increase had amounxed to. 41 OOO only.

thPendlng the receipt oﬁ detalled statlstlca, it cannnﬁ**yet be‘i“
;estlmated to what exteﬁt the deVelopment of employment 1n the

\ __.fieroups deviates from one another.,=;t“remeins‘to3beeeeeﬁe£3'%ﬁéﬁ
-',‘degree those branchealof t“e{econnmw which benefited from the

| Cunempl y ‘
?Theainqrease*in-September;_
was - the sagie as in nugust:‘_

”h,wever,

parsons seeking work“foun@ employment.- In the case of the .

_ 1ni1ux of . new. 1abour, the questlon of refugees oomlng from ‘fhef‘“
o the East stlll plays a. role. Recently,‘the Federal Minister g
of Economlcs estimated the. 1abour immigratlng 1nto the Fedeni L

Territory at about 30 - 40 OOO monthly.

=25 -




Unemplpyménﬁ'én&_Employment in %he.Fedefal;Territoryff‘

JInpreaSe,(+1;or’DEQreaséJ(5).inlﬁhe'numberiof
v Dmployed T T e

Unemployea~-*
vf(lncrease in

< =

,e.ascertalned'—-exeréiSe'

more thap

quce th: 'éllverles.d; the respecflve months of.
1948. . Thus, - by Bl.Auguut abou ‘15 7 per cent OL the gréln'
dellvery quo a: @f 2% 5 mllllon.tons requlrea for the ourrent
{ hervest year had alre aay been turned 1n, wbereas ‘in the ”
prevLous year-»~' hep the quoca requlred was 630 OOO tons
higher - only 5 3 per cent had been dejlvered by “the same date_
In sone. cases; “the m111s had- dlfilcul A in handllng the .
quaﬂ ities’ offered o ‘ f“v o




) ‘ o B ",@'."
;gAIn general;"  . i

'_during the past‘few months.. In August the supply pf meat ln
:wa,gtw1ce that_of the '

Miplayed a role._ﬂ
- on. some food prlcesm :
';regard ﬁo fruit and 1n some cases,

-
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tne Germ.én'lndustry the costs of the coal wouldf héve remalned
the same, and the export calculated 1n D‘T would have ylelded :




,\.. )

g
b
;

'fhlgher proceeds accordlng to the change 1n tﬁo converslon ratio_ﬁ
oetween the DM and the dollar. ~Foxr- thls réason, the ngh
iy Commlssioners requesved the German Government to elther ralse
B the domestlc coal price to such an extent anto prevent the"
'f ”preVlouS margln‘between the domestlc prlces and the export

N

\'ffsolution was ﬂbtfaQCepted by the Federa-.
"_the critlcalrperiod of devaluatlon, when pr*
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