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Restoretion of Franc Currencies in Territories Hens J. Durnburg
Formerly Annexed by Gormeny

In 1940, tho Germens incorporated Alsece und Lorreine,
Luxcmbourg, &nd Eupen-M.lmedy into the Reich, end the different
currenciss (the Fronch, Luxombourg, snd Belgien froenes) were ox-
changed for roichsmerk currcney. With the liberation of thosc
regions through tho sllicd armics, the respective Govermments heve
reintroduced tho nutionul currencies in the three diffsront crews,
thus reversing the conversion curried oub by the Gurmens five years
SY (e

In slsace-iLorraine, tho French frence hed beon eéxchunged
by tho Germens ct the rwtc of 20 French frunes = 1 reichsmari or e
dovuluation of the Froneh frane of cbout 11 per ecnt. Since the
ratc 6t which the ruiehsnerk wes introduced wes considoretbly tbove
the "cquilibrium rate”, the price end wege structure had to b¢ ud-
justed. It is known, for oxemple, thet in 19,0 wages in alsuee
wore reised by 60 per cent .nd rents by 50 per cont in order to
bring loewl prices inte line with thosc in Germuny. In thc moan-
timo, Furopean pricc levels h.ve undergons considoruble chunge und
the rete of 15 frunes to the reichsmurk st which the PFrench have
reccntly reintroduced tho frenc currency in alsace-Lorruine probebly
undervelucs the reichsmurk, elthough considercbly lsss than the
illicd rute for rolchsmerk (10 to thu doller).

The conversion rate sct by the Fronch {15 francs to the
roichsmerk) is fer out of linc with the rites rixed by sliied
wuthorities for frincs and reiehsmark thet give a cross-rats for
the roichsmerk of 5 frones. The motives of the French «uthoritivs
in giving the reichsmerk o purchasing power three times as high as
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tho #llisd rute osn bo oasily understood. They did not want to
penalize too severoly their netionels who had hud reichsmurk cur-
roncy forced on them after 1940, Even so, the suving public in
Alsuce snd Lorraine stunds to lose not only beceuso fuower frones
will now be sccured for cach reichsmerk turned in than hed to be
given up for cach reichsmerk obtedined in the 1940 exchange but wlso
beceuse prices in Frence huve risen more than in the Reich.

In Luxembourg, whors bcfors the wir both the Luxembourg
end the Belgian fruncs hud been circulcting ot the rate of 1 Luxom~
bourg franc = 1,25 Belglan fruncs, the Germuns had introducoed Roichs-
mark currcncy ot the ratio of 10 Luxembourg frincs = 12.50 Belgien
Prencs = 1 roichsmerk. To crrive «t round figures both currenciss
hed been devaluod by wbout 5 per cont. An upwerd rovision of prices
end wages in Luxembourg =s well ws in #lsuce und Lorraina wes probebly
necessery becsuse of the genersl overveluation of the reichsmacrk.

After the liberation of the countries,both the Luxembourg
and the Belgien frencs were rointroduced but in contrust to the pre-
wur situstion they now circulate ot per. The sxchango of reichsmark
into the now franc currency (in conjunction with doflstionary measures
on the Bolgian puttern) took pluce «t the rute of 1 roichsmark =
S new Belgion or new Luxembourg frunes. However, to uvoid herdships
evory individuel (for himsolf, wnd, us & hecd of c fomily, tlso for
ci:ch member of that femily) wus cuthorized to exchunge the first
100 reichsmark at 10 frencs to the reichsmark, while the rost wos
srehanged st the generol roate of 5 frenmes. The amount to be paid
out in cush wes limited to 2,000 frencs, cnd the oxcoss wus cradited
to & specisl uccount, where it will remecin blocked until & further
docision of the Minister of Fincnce hes beon reached. Since the
populction hud hoarded sizwble emounts of Luxembourg cnd Belgien
surrencies, provisions were made for the exchunge cf thcse currencics
into thc new moncy slong with the cxchunge of reichsmeric.l/ Debts
(including deposit 1icbilitios of a&ll cutugories) werv converted ot
the rate of 5 fruncs to tho reichsmark, excopt thosc originully
¢xprossod in frenes which hud been incurred bofore Februwry 5, 1941 .
The latter will bo convorted into francs on the basis of the rate of
¢xchenge of their conversion of frunes into rcichsmerk (10 Luxembourg
froncs or 12.5 Belzicn {recnes = 1 reichsmerk). Benk balunces after
comvursion into frones were frozen to substentiuvl degrec, ws in
B¢l pium.  Prices end wagos wars gonerally converted wt the rete of
10 frenes to the roichsmark.

The rate of conversion for cash holdings &nd post—l9h0
benk bulences of 5 frenes to the roiehsmurk is elmost in line with
the rates fixed by the Allied authorities. Thuse rotes for the
reichsmark on the one hund end the Belgian and Luxcmbourg froncs
on the other give u cross-rete of L.38 frencs to the reichsmark.
It will huve been noted thet the rete of conversion for prices and
wages is twice us high «s for cash holdings wnd post-1940 benk
bulunces, o circumstance which favors those who hold goods ageinst
those who hold monoy or monctury cluims. To understend tho dis-
erepuncy, it should be roelizod thet Luxembourg--which had been

17 ThG rates were 1.2 now fruncs Tor onc old Luxembourg frinc and
= one new fraae for onc old Belgiwn frunc.
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intogroted under the Germen rulc with the Gormen mondy tnd credit
syston--hed shured with the "Alt Reigh™ the so-celled "stuble in-
rletion” in whieh currcncy end deposits had groatly axpt.nded without
sorrosponding effvects on the prico end wuge structuraes

In Eugen—Malmcdv, ennexoed from Belgium, tho Germuns intro-
ducod the reichsmark «t the rato of 12.50 Belgiin frunee = 1 reichs-
merk. From the little information thet has beon medo wviilable, 1t
5s hmown thut the Belgisns have cerried out the now oxchongo &t
10 fruncs for the first 100 reichsmerk ond st 5 frencs for the next,
while the remeinder, sftor being convertod into fruncs (presumobly
ut the rute of 5 frencs to the reichsmerk), wos temporurily frozen.
Compiring the ftreatment of un individugl in Luxembourg end Belgium,
wo find the following situation: in Luzembourg on individual having
LOO roichsmerk would recoive 2,000 frencs in c.sh, numcly, 1,000 fruncs
for 100 reichsmark und enother 1,000 fruncs for & further 200 reichs~
mark, while the remainder, or 100 reichsmerk, would be exchongod for
¢ frozen belunce of 500 frenes. In Belgium the individuel would
receive only 1,500 fruncs in cush, numely, 1,000 frencs for tho first
100 reichsmurk end 500 frenes for +he second 100 reichsmark, while
the rest, 200 raichemerk, would be exchanged for ¢ frozen bulunce of
1,000 frenes. The trectment of an individual in Belgium is thus &
1ittlc more unfuvorsble thun in Luxembourg. iuech will, of courso,
depend on the fute of thu frozon bualuncos.

As & rusult of the conversion opurations, tho Trousuries
sf the three Allicd nountries now hoid Roichsbunk end Rontenbank
notes, both of which are wlrost exclusively bickod by cleims eg.inst
the Reich. These claims will probably become part of & gonerel repa-
riution schemo in the final rockoning.

Exchenge Control in tho Hear Bast J.H.F.

Bgypt =nd Swudi arubia huve tightened their foreign ox-
chenge reguletions. . Tgyptiun proclamction of Jonuery 11, 1845,
ordured residents of Egypt, regerdloss of citizenship, to surrender
w1l foreign currcncy *o the Tovorrment at the official rauty of ex-
chango. A fow deys 1.tor, o deercc issucd by the ¥ing of Suundi
arebic forbede the exportation of {orcign currency. Thoso MGASUres
throuten soriously to effeet the forcign commerce of the countrics
concerned, sincc beth in Egvpt «nd in Swudi Arubic precticelly 11
internutionsl trodo is conducted ir dollers or pounds sterling.
Americen businessmen in Bzypt, who in 193 hed beon vzempted from
the gererdl duty of registering dollar csszts, ary whtempting to
sccuro & similer axemption this tine. In Sgudi Arobic tho foreign
interests wffocted include Pritish firms ond the Noderlandsche Handel
Muewtscheppij. In rocont months, the Netlonsl City Bunk of New York
.nd the Bustern Benk of Londen have considered tho ostablishment of
brinches in Scudi Arobie, but the recont deereo, emphusizing tho
unpredicteble difficulties to be encounterod in Necr Enstern
countrics, muy moan the absndonment of these plens.

(Thc officicl exchenge rwte of the Egypticn pound is
$1,.18, thuat of the Seudi Arcbiocn riysal, equal to tho Indian ruped,
$0.30.)
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The Repatriation of the Arpentine Fublic Deb¥ Paul Vinelli

The &rgentine Goverrment has announced its intention of
repatristing another bloc of its extarnwl public debt. This con-
tinuss a policy inuwugurated sowme yoesrs ago. Two export trade booms,
resulting in large favorable bulances of puyments, have permitted
Argentina to repatriate and refund w lurge share of its pubdlic debt
held ebrowd. The United States snd Oreat Britein were b& far the
most important creditors, holding well over nine-tenths of argontinc
nationgl foreign debt which, in June 1936, wus roughly eguivalent to
$500 millions denomineted in foreign currcncios:

L sterling 29,157,370
Dollars, U.S.a. 257,5L6,5L5
French fruncs 9,000,000
Swiss francs 100,191,700
Pesetes 100,595,800
Lire 27,225,100

4 sudden spurt in oxports to the Tnited Stetes in 1937,
geve srgontine the spportunity to repatriato ubout helf of its
dollar dubt, 114.3 million dollars, This operution was &C-
complished by threo meesures: (1 Tlouting & bond issue internully
(Emprustito de Rep.trilacion %), netting 181 million pusos; (2) fracing
107 million pesos of frozen doller exchunge; snd {3) utilizing B85 million
pesos of the Argentine Exchinge Fund., Thc snnual intorest suving on
the rodeamecd imericun~owned bords wWus wpproximstely 9.6 million dollurs.
Bowever, this cennot ba considerod u net gwin breeuse the intornully
flocted rup-triantion bond jssuc cost the Argentine Govermont the
peso cquivelont of ovor 2 pillion dollers inm yearly intercst peyments.
fncther purposg, howover, WS acoomplished by this "Emprestite de
Reputriucion". The tcquisition of lurge means of internetionzl poy-
monts hed been creuting en undesireble crudit expunsion, which, in
turn, was roflectod in excussive spoculution on the Buenose.iires
oxchange. By the timely flotation of this reputriction issus, the
trin purposes of n.tionalizing the public debt end of cbsorbing these
undesircble tiguid funds weg cecomplished.

The ..rjsontine Goverrment, desiring further to lighten the
dollar burden, noxt updertook rofunding oporctions. Threo dollar
locns, zmounting e 23,5, 70, wnd 35 million dollers rospoctively
cnd becring intercst from Ly to L} per oent, wore issued in the
United States. This oporw.tion was cerricd out with marked success.
Thenks to the oxcollent condition of this Latin country's finuncos,
tho bonds found & ra.dy merkot in the Undted Stetes, cnd wsrc over-
subaeribed, Throe of arsontine's high interoest-bearing issues
(6 por cout) wore rotirod with the procosds. The cnnuel seving in
servicos cffectod by this corversion amounted to some 3.5 million
dollars.

Thus, of the 224 million dollers of arguentine 5% wnd
6 por oent bonds in cireulation in the United Stotes in Novembor
of 1936, 121.7 million dollers were converted znd the remuaining
114.3% million dollers reputristed.  Tho argentine Govermoent's
enmicl rogquirements for dollur cxchango =8 & result wes reduccd
by spproximately 13 million dollars.
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ot until ths wer boom had mede itself felt in tho Argontine
Republie wes thuet country sblo to ongego in large-scul o repatriction
of tho British~held debt cstimnted ot b L0 million in 19%9. By sup-
plying Groet Britein with large quuntities of meets cnd other food-
stuffs, Argentine has becn accumulating large frozen storling bulunees
in London. Novortheless until 1943 argentin. hed retired very little
nf her storling debt. During 1901-L2, 7L million posos were retifod
while blocked bulunces in London incrosscd 228 million pesos. The
rowson for such limited reduction of tho dobt wus the unfavoroble
merkct situsticen st home, In order to utilize thasc frozen funds,
the Truesury must furnish the Contrel Bunk with pesos, which tho
lnttor in turn uscs to purchsse pounds. Since the Argentine merket
wpperontly could not ubsorb & Treusury jssuu during this time, tho
ropatriation of the ozternul public debt wes limited to small scale
cpurstions.

On Soptember 17, 19L3, tho Finence Minister announced the
Argontine Govermment's intention to redeom 500 million posos (b 25
million) of foreign debt obligetions held in Greot Britein. The
funds for this operetion werc to bo rrised through the sale of
Trocsury Bonds (Li00 million pesos) «nd a loen by tho Banco de 1a
Provincio of Buonos Aires (100 million pesos). Since tho murket
&till eould not huve wbsorbsd this bond issue, it is clear that tho
Contrsl Bank agreed to purchuso tho 400 million peso Trcesury obli-
getion.  Specicl legislation wus nocesswry to «ccomplish this.
Proviously, the Centrsal Bunk hed boon prohibited from lending the
Goverrment sn wmount in excess of 15 per cont of its cepital und
surplus., While the roduction of interest peyments cbrosd is cortein-
1y within tho scopo of tho .rgentine nationc) desire to reduco &1l
forcign obligitions, still the louding of the Central Benk with
govormment p.per cannot be considored very wisc if benking stundirds
wre to be meinteined.

The issucs reputriated under this government ennounc ament

In millions of b

Conversion Loan of 1934 L 12.9
¥ixed Fours 1897 L 2,0
irgentine Stite Reilweys 1639 L 2.1

L

or Docember 21, 194, the aArgontine Finonce Minister indicated thut
this plen hed been successfully «ccomplished during 1943-19LL, the

sterling debt, «§ u rusult, being reducsd from b 37.8 million to

B 12.8 million. The origingl plan is to by emplified for 1645 with
the rodemption of three ~dditionul issuos:

In millions of &

Prolongation Logn of tho argontine
Northeastern Reilweys .3
nrg ntine Northoestorn Railways-~Union
with tho Perepueyen Contrsl Roailwey 2
Supplementary Roce Convention Loan .
nf 1933 - L% 9
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After reputriating these loans, the Argentine Govermment's
total external sterling debt will be reduced to & 31.3 million, while
its frozen sterling bulances in London are still rising {(estimetes
run 5 hizh «s & 70 million sterling). %Were the bond issue com-
prising the remainder of the sterling debt not irredscmuble before
naturity, the sterling debt could be ewsily crased during 39L5. To
tho vxtent thut repstriation hac uwlready been wuchioved, however, it
is bringing .rgentina's «spiration to nationelize w«ll forcign obli-
gations closer to rewlization,

"Da-ponetration” in Bolken Countries J.Heh.

Racent roporis indicete that the network of cormsrecisl
benks in Belkuan countries which hud been brought under the control
of Gormen benking intercsts is being rupidly rcorganized and thet
tho former controls und connoctions arc being re-csteblished. The
close politicel tivs betwesn the Soviet Union and the Czechoslovak
Goverment-in~oxile may be in purt responsible for the fuct that two
Bulken branchcs of the Praguc Credit Bank (formerly singlo-Czochoslovek
und Pregue Croedit Bank) hevo beoon rchubilituted and wre suid to be
working normeclly. The Sofie branch of the Praguc bank which hid been
merged with the Kreditno Benkea (Credit Bunk) to form the Deutsch-
Bulgorische Kroditbenk (Germen-Bulgerien Credit Bank, controlled by
the Deutsche Bank, Berlin} was rcopencd in Novumber 194y,  The banking
oporations of the brench were nover of mejor importenco; its signifi-
cunce wrosc from tho foet that it ndministered the finenciel trans-
wctions of two Czoch-owned sug.r mills «nd rofineries in Cuprie and
Gorna Orcchovitza., Presumably tho brunch hus resumed control of this
important industriel property.

In Januwry it wes reported thut tho Bucharcst brench of tho
Pregue Credit Bank hud ro-ustublishod communic:tion with the London
and Now York brunches. The report stuted thit the Bucharost branch
which, wccording to ixis sourcos, hud boen ubsorbed by ths Socletfeten
Bencere Romene (s subsidicry of the Dresdner Benk, Berlin), had mencged
o meintain its «dministrative indopendence during the period of Germen
dominotion, wnd thit its deluying tuctics, to pruvent complete ebsorp-
tion, hed beun supported by the Romenian Netienel Benk snd other wu-
thoritius. Tho branch, which wus formelly orgenized «s «n indepondent
institution with ¢ shere cepital of 60 million lui, showed r profit
of &6 million 1le¢i for 19&3. Its finunciel position is reportod us
sotisfectory beceusy it hud boen reluctant to finmnce transuctions
with Germeny end conssquently did not suffer uny losses on eccount of
Gormun commi tments.

The present stutus of the Praguc Credit Bank 1s unusuel.
The office in Preogue end tho brenches in the Protectorate of Bohemia-
Korcvia were closed in 1943 whon under Germen pressuro tho businsss of
the institution was dividod emong thres othor Protectoruto bunks. How-
¢veor, the London und the Now York brunches, which hed broken off re-
letions with the howd office after the outbreck of the wur, continued
to operste. The London brench (which h.s retained the "Anglo-Czecho-
slovak” in its neme) cpparently is now scting as .. tomperiry heed
offico wnd suporvises the brinches in Sofie end Buchrrest. It ulso
meinteins closc though unofficisl conncctions with the Czechoslovek
Govermment~in-cxile.
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New Zoalend Price Policy C.R.H.

n recent news dispatch from New Zeuland reveuls thut sub-
sidy pwymonts huve become necassary to prevont un increcse in the
price of meat to domestic consumers. The dispetch indicetes that
payments of "slightly more then 6 por cent" will be medo to re-
trilers to compensute for tho highor priccs thoy hsve been charged
since November.

The snnouncement rovesls that the Govormment has been
uneble to provent domestic solling prices from rising «s & rosult
of tho increwscd price puid by tho United Kingdom in its most recent
bulk purchase contract for New Zenliend meget. When theso prices were
rovesloed in November 19}y, the hope wes exprossed that the entire
wmount of the increwse might be placed in the Meat Industry Stchi-
lization account. Apparontly e port (et loest) of tho incroase in
price hes heen pessed on to thoe producers, It is not known whether
tho subsidy now introduccd will be peid from this semo Stebilizeotion
Account or whether it will constitute « burden on the domestic budget.

Given the rise in price &t the producer level, the gonerel
stubilization policy of the Govormment requires that the increase be
intorceptod before roaching the consumor, In Dacomber 1942 & compre-
honsive stebilization progrem wes instituted covering pricos, wuages,
end ronts., Wage stubilization was tied to prico stebilizetion by the
provision that the (Wago) Arbitration Courts would be permittod to
ordar incresses of wage rates if a 2% por cent rise should ocour in
o newly-created wartime price index designed to include & complote
renge of cost of living articles. Subsequent inereases of 5 per cent
in prices would reopen the question of weage rutes. The letest dete
avuiloblo show thet the price index, computed querterly, hus bocn
kept remerkebly steble. On tho busis of Decomber 15, 1942 « 1,000,
the index for Scptember 15, 194, stood nt 1,003, huving reesched &
high point of 1,011 in Merch 1943 end ¢ low point of 996 in Scptember
of thut year,

Wow Depreciction of tha GrouX Curroncyl/ JJH.F.

The Groek civil wer, by preventing en improvemont of the
supply situction snd the cxucution of fisccl raforms, he.s endengzred
th: stobility of the draclmc. iLeeording to the Grock-americen prass,
tho cmount of monuy in cireulation, including un undiscloscd sum in
British Military Currency, rouched 7 billion drcchmes by the ond of
Januery. This figure is cqual to the circulution et the ond of 1938,
bit it ropresents o tromondous rete of oxpunsion for the short period
since the stobilization on Novembur 11, 194, when the drschma cir-
cul otion wis only ebout 0,1 billion. The Bunk of fGreecce svlling
price for the gold sovureign, fixcd ot 2,400 druchnas on November 11
wnd raised to 2,750 drichmes ton deys lotor, hus rowchod 1,300 drachmas.
This inereoase corresponds to « deprociction of the druchme of about
18 por cont per month, in torms of gold.

(The official veluu of tho drachma is 0.67 U.S. cont.)

177§Cs Current ngyunts, Docembar o, L4lil.






