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third countries may find their hard currency position eased through availebility
of cheapened European goods appeer much more favorsatle in the near future than
are the prospects that Europe will actuelly be able to obtain dollars through
exports to third countries,

Even if devalu«tion may not be expected to solve Western Durope's dollar
difficulties immediately, nonetheless it should reduce the imbslance in world
trade., Anelysis of date for individuel countries reveels that e greut meny
heve clready been atle - often by means of import end exchange controls = sub=
stantizlly to reduce their dollor trode defieit, cnd some hod by 1949 even
returncd to their prowsr stotus of met dollar ecrmors. In the herr future, the
oppewrcnee of more normel export supplies from Jepan end Germ.ny, togother with
more favorecble Europesn prices, may metoriclly clter the pro-develuation fiow
of comodilty trade,

The Sterling frea

Qur trnde with the United Kingdom is shovm in Part C of the chart, ‘The
reduction in U, 8, exports sincec 19L7 has beon striking; this reflects the
shifting of British purcheses from the United Strtes to non~-dollir sourccs. In
1948, for excuple, tho United Stetes supplied only 8,9 por cont of British im-
ports comp.rod with 1646 per cent in 1947 cnd 12,3 per cont in 1938, Furthor
shifting, howevaor, is likely to prove difficult. Brituin's scles to this
country exprnded promisingly to the end of 1948, but tho trode fell shorply in
mid-1949 os sellor's mirkets in utonobiles, farm mochinery rnd sercp disappeurs

erterly American trodo with othor storling crec countrics is found in
Pert D of the ch-rt., During 1946, tho Unitod Stutos has cn impertont surplus,
but & lerge deficlt emerged the following yorr os our cxports bogon to move
in wvolumc, The combinction of rising fmcricen imports .nd curtoilod cxports
sharply roducod the U, S. surplus in 1948, but : lirge gup rosppeirod in \glg,
uspeci lly in tho third quortur, vwhen both thoso tronds wore reverssd.

Tatle ITI hos beon prepored to glve s oma are brecitdovm of tho sterling
eroc figurcvse Tho Seuth ifricon dofieit during 191(.7 tnd 1948 wias shorply cut
during 1549 os South Africa’s exchonge snd inport controls reimposed in loto
1948, curtnilod purchascs of U. 8. gocds, Bufor tho <rer, o lorge portion of
South .frica's gold producticon vos transfurred to Eritein to »ry for Fritish
goods rnd, in turn, fincnced roughly onc=-fourta of Pritoin's dollur neods but
the lrrge 1947 ond 1948 doficits roguired the dirset shinmont of currcent gold
output te this country.

T™e romeining storling sruc countrics includs the colonisl rross and the
lergoe comnonwerl th countriss. Boforc tno wr, tac colonies provided ¢ lurge
supply of dollars from rew m toricl shinmonts tc this country. In foet, these
earnings wore cquel to clmost helf Britoin's dircet trede gope Sineco the war
this surplus has boon slight,
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Table IIX

U. 8, Export Surplus with Sterling Aros
{gquartorly or qurrtorly avercge in
rillions of dellaors)

Rest of Storlin_é iren

Qorterly bosis 6 Cormone South africa  Other Total TUnltod

wool th Sterling Kingdon
countrios a/ Ares
193’4"‘38 - ¢3 1)4.02 - 35-3 b 19.)-]. 76.1
1946 ~35.6 193 - 6.7 ~ 23,0 174.8
19L7 8448 755 13,8 17hel  224,6
1948 ~5y 89,2 - 18,5 €5.3 6749
19L9:
I Zie5 38.4 - 20,9 52.0 107.0
11 3745 67.1 349 108.5 172.2
I1I 25.3 21,1 20,8 773 10%,8

E/ India, Pakistan, Ceylon, Australis, New Zozlcend ond Scuthern Rhodesia, )

Tho chenge in the doll.r position of 6 ncojor commonverlth countries has
been substontirl. Before the wor, thess countries hod nn pproxinate belance
in their American trnde. Substantizl dollar ecrnings wore achieved in 1946
but a large deficit emerged during 1947. ‘A th our vxports reduced by controls
from 5),eL5 rmillion in 1947 to $766 rillion in 1948, the trode returned
to belance in 1948; but o U. S. export surplus resppecred during 1949.

The shift in the U, S. trade of the other sterling countries from o prewar
U, S. import surplus to an export surplus in 1947 cnd 1949 hcs mecnt thet thoy
hove not provided gold end dollers to the Area's centrcl reserves but have
drawn upon them to finance thelr own deficits., This shift has been fucilitated
by the fact thut sevoral of them werc able to dreow upon wartime sccurmlated
sterling bclances to finance their Unlted Kingdom troade deficit and, further,
to convert portions of their sterling holdings into dollars. As a result, the
large commomvecl th and colonial doller trade deficits during 1947 ond 1949 cone
tributed to the sterling exchenge crises during those twe yonrs. Theseo
countries hcve, however, come to rely upon Americnn products morc thon before
the wor and the extent to which they will return to Europecn sources of supply
after the recent develuction is uncertain,
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Consda

The spectaculer rise in Ue. S. imports from Cinade to a pesk in the fourth
quarter of 1948 is shown in Part F of the chart. Although rising prices were
important, the expanded imports represent a mcjor effort on the part of Canade
to shift export trade from the sterling erea to the Urited States. As & result,
Conada supplied 21.8 per cent of U, S, imports in 1948, compared with 18,0
per cent in 1946 and a prewar avercge of 13,9 per cent in the five years, 193l -
%38. lonetheless, import controls pleyed & major role in bringing ebout the
irmproved trede belance. Following tho 10 per cent appreciction of the Conodien
doller on July 9, 1946, U. S. exports rose sharply from an anmel rate of $l.l
billion for the Jamuury - June period to & 31,7 billion rate for the fugust —
Decembor periods Shipments contimued to expond and by the fell of 1947 Canadian
reserves had fallen from $1,62 million on June30, 1946 %o $615 million on
September 30, 1947 and to $502 nillion on December 30, 1947. Tc halt this
disastrous drain Canada introduced a stringent import control scheme on November
17, 1947 which wes directed meinly ageinst U. S. goods. The rosultant curtail-
ment in inports during 1948, together with the higher 1948 exports, brought the
trade imbol ence with the United States to 2 record low in the fourth quarter
of 1948. During this period, Conadien reserves recovered nicely., The gap
videned during 1949 follod ng; reduced Americen imports from Canada and this
developrent contributed to Cumnnda's decision to devalue its dollar by 10 per
cent on Soptember 19, 1949,

Looking at the pre-devaluetion period as a whole, expanding Canadien
shipments to the United States signified an important reorientotion of Canada's
foreign trade. Illustraotive of this cdjustment is the fact that Canmnda eccounte«
for only 6.5 per cent of the U, S, export surplus in 1948 compared to 11.6
per cent in 1946 and an average of 20.2 per cent in the 5 yoers, 1934~-38, Vith~
out import controls, of course, the gap weuld have been much wider,

The ERP Countries

The megnitude of our export surplus with the 17 ERP countries, shown in
Part G of the churt, is less striking than their unfavoreble experience in
expanding scles to this country. Some recovery progress is found through 1948,
os shown in Teble IV, but shipments were severely reduced during nid-1949., For
exemple, these countries supplied about 11.8 per cent of U. S. imports during
mid-19h9, compared with the postwar peek of 11,7 per cent in the fourth quarter
of 1948 and the quarterly evorage of 24.5 per cent during 1938. 1In velue terms,
mid~1919 imports had reverted to the low 1947 level., The fact thet the reductio:
were distributed emong the major Western European countries points to the
genersl nature of the mid-1949 declines,

Compared with our imports from these countries, the U. S, export surplus
has been quite substantial in the postwar period. In fact, U. S. imports
from the 17 nations amounted to only 23 per cent of exports in 1948, compared
vith the prewsr average of about 5l per cent in the 3 yeors, 1936-38. The
proportion fell below 20 per cent during 1949,



Imports from
17 ERP countries
Total U.S. imports
Per cent

By country:
U. K.

Belg. & Lux,
France
Italy
Netherlands
Sweden
Switzerland
Turkey
Germany

Other countries

U, S,

--= Quarterly Average

- 1} -

Table IV

U, S+ Postwar Trade

Imports from 17 ERP Countries
(Quarterly, in millions of dollars)

——————

o ——

Quarterly —- 1949

1938 1946 1947 1948  19L9 i I 111
120 170 17h 2l 205 250 191 175
490 1,227 1,433 1,778 1,622 1,789 1,601 1,477

2,5  13.8 12,2 13.7 12.6 14,0 11.9 11.8

30 39 o1 73 55 68 Ly 52
10 19 15 25 2k 37 19 17
1k 16 12 18 15 18 13 1k
10 17 11 2l 17 20 15 17

8 6 7 11 15 12 15 16
11 12 23 23 13 12 11 1

6 25 21 26 22 2l 21 21

5 17 1 13 i 1L 20 7
16 1 2 8 11 15 12 7
10 19 19 2l 20 29 20 11
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Table V has been prepared to show the retio of U. S. imports to our exports
for individuel ERP countries, The countries haove beon ranked according to the
proportion of Ue S, imports to exports in 1947; date for 1948 and 1949 and for
the prewar period are found in adjoining colurns, The general improvement
during 1918 should be noted : emong the fourteen countries in the three groups
below 30 per cent in 1947, nine hed moved into a higher ranking in 1948. The
progress was not contimied during 1949. 1In fact, only one country, the Nethere
lends, advenced to a higher category. Comparison of the 1949 proportion with
the prewar percentage shows & very large postwar deterioration for every country,
except the United Kingdom, and provides a thumbneil measure of the further
recovery the Europoan nations must achieve to approach their prewer position in
dollar trade,.

Table V

U. Ss Imports as per cent of U, S. Exports
to ERP countries
(in per cent)

Average
Country 1936 - 38 1947 1948 1949 o/
Less than 10
per cent
Mustria 17540 Lal 640 6.5
Dermerk 21]-0)4, 6.7 11.2 )-|.09
Frence ).|.5.6 5‘8 120)4 11.1
Germeny 7045 1.1 3.6 5¢3
Irelend 8-).]. 3.0 7.3 2.0
Netherlands 553 6.9 14440 20,3
10 - 20 per cont
Bel gium-Lux. 7641 11.0 32,1 30.7
Greece 210 10.0 8.2 11,2
Norvmy 105,1 15.0 10.0 32,2
U. Ku 3'—‘-.8 1806 hS'LL 30.0
20 - 30 per cent
Iceland 82550 2043 29.4 2.2
Portugal 56,8 22y 26,2 22,1
Sweden 88.5 23.3 77v,il. 5698
Over 30 per cent
Svitzerland 253%.0 Le.9 6l.7 59.2
'I\Jrk‘ey 136'2 70.0 1’-].912 57&6
A1l OEEC
countries 532.7 13,2 23.5 19.7

o/ Nine months
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The 1948 improvement, it should be further noted, was chiefly the result
of & 20 per cent reduction in Americen exports, Sharply reduced Us S. imports,
however, were importeant in the retrogression during 1949,

These countries as a group represent the hard core of jimbalance of U. S,
and of world trade. MMajor efforts following devaluation may lead to heavier
seles in this country, but these nations are not oexpocted to be able to return
in the near future to the prewar position of paying for the larger portion of
their American purchases with dirocect shiprents to this country.

Leaetin America

The postwer period sew Latin America enierge as the principel supplier of
the U. S, market, Pert E of the chart shows the rajor increase in U, S. imports
from this erea, which reached a peek in the first quarter of 1948 and were
meinteined at very high levols through the third quarter of 1949. In the
prewar period, 193,-28, Latin Americs supplied 23 per cent of ell U, S. inports,
compared with 37 per cent in 1949. Part of this increase, however, is due to
the higher prices paid for Latin American products,

The abnormel U, S, exports to this areas in 19,7 ceused the trade imbalance
to reach very high levelss Late that year, and in 1948, most of these countries
instituted stringent import controls directed against Us. S. consumer goods,
These controls have been even more effective than indicated in the chart,

Teble VI shows the U, S. trede balances with individual Latin Americen countries
since the end of the war, In 1947 the totel imbelance was 51.8 billion, and
most important trading countries in this aree conbributed to ite The imbalance
in 1949 was at an anmual rate of only %600 million. Venezuela and Ilexico were
the two principal debtors, with sn anmal rate of 2500 million. The other
important countries, with the exception of Argentina had returned to their
prewar status with favorable balances in their U. S. trade,

Petrol sum companies supply the dollars necessary to support the Venezuelan
import surplus vis-a-vis the Urdted States. . llexico has cut back its U. S.
imports to some extent below the 1947 level, but more important Mexican expor ts
to the United States have not been expanding during this entire period,
Argentine exports to the United States in 16L9 are less than half the level
reached in 1946, Very stringent import controls, however, have cut Argentine
impor ts fron the United States to very low levels, which has reduced the trade
deficit with the United States far below the 1947 level, Brazil and Columbia
have both maneged to reduce U, S. imports and to raise their exports to the
United States, thus achieving a favorable belance in their U. S. trade for
1948 and 19L9. The Sugar Act of 1948 reduced Cuban exports to this country
below purcheses but a favorable balance was restored in 1949,
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Table VI
U. S. Excess of Exports L/
with the Principal Latin American Countries
(In millions of dollars)
Argentina |{Brazil| Chile|Colombia| Cuba ﬁexicb szzziizzds Venezuela

Quarterly
everages:

1946 -3 -12,9] =1,7 -2,8 | -12,8] 68.0 =3,0 23,0

1924-7 131014- 1490L|> -7 302 "Ll-o)vl 9506 —1'5 63‘3

1918 Lo.7 L.} -18.41 -10,0 16,6 68.L -9.2 60.9

1919 11.2 | -12.1f -6,3| =12,8 | -13.4] s5..8 -5.5 70.8
Quarterly

totals:

194,8-1 78.9 26.8) -28,1 -3,1 | 16,1| sl,8] -13,6 Lo.1

I 70.% -9.9} -2L.,9 13,6 19.2] 80.6 =7.2 67.8

I1I 15,3 -2.71 =19.5| -19.5 | -15.L| &9.2 -0,1 65.7

IV 3L.3 =304} -1.2] =30.7 L6371 69,0 -7.0 60.9

19L9-1 7.2 19.1! -19.2] -7.6 | -3.8| 57.1 ~6.6 79.7

1I 5.0 "1}4--2 "5 07 '06 -2301 57 03 '5-1 77'5

11T 2L | -l1a 6,0, =30 | -13,2] 50,2 L7 55.44

l/ A minus sign indicates an excess of imports,

Other Areas

The four major non-sterling Far Eastern countries 1/ have not recovered

their prewar position as important suppliers to the U, 3. market,
an average cf 17,6 per cent of imports in the 5 years, 193138
supplied 5,3 per cent and by 1949 had recovered to 8.0 per cent,

They provided
; in 1946 they
Because of

heavier U, S. exports to this area, a postwar dollar trade deficit has replaced a

prewar U, S, import surplus,
American exports to that country,

controls against U, S, exports,
prewar supplier to the American market, has been able to make but 1it
in regaining her former position,

Communist domination of China will, no do

ubt, reduce

Further, the Philippines have recently tightenec
On the import side, Indonesia, which was a ma.jor
tle progress

Prospects for a rapid restoration of shipments

to the United States are improved, however, by the recent political stabilization
in these islands,

1/ China, Indonesia, Japan and the Philippines,
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: Us S¢ trade with Bastern Burope weas maintained at a high level in
1946 by eid shipments under UNHRE end Ue Se relief progrems. But this trade
has been brought to a very low level as the Communist hold on these countries

hes been intensified., Recently, in fact, the United Siates has had a small
import surplus, '

Comparison with prewar

This review has concentrated upon postwar developments in American
foreign trades In view of the interest in the prewar background, however,
Table VII is provided to facilitate comperison in totel trade and by major
areas between the pre and postwar period. The first three columns show the
actual value of exports, imports and the U. S. export surplus. Columns four
to six show the per cent of totsl U. S. exports, imports and trade surplus

accounted for by eech area for the 193L-38 period and each of the four
postwar years,



 Table VII-United States Foreign Trade with lajor Areas

- 16 -
xports | Imports Excess |[DistribubionDistributionDistribution
] of expartsjof exports [of imports |of surplus
(In millions of dollars (Percent)
All countries ,
193/,~38 2663.,1| 2233,8| L29,3 100,0 100,0 100,0
1946 97%9.5| L9oe.9| L8%0,6 100,0 100,0 100,0
197 15340.2| 5733l | 9606.8] 100.0 100,0 100.0
1948 12650,5| 712%,9| 5526,6| 100.0 100,0 100.0
1919 8/ 12484.81 6L,92,8] 5992,0 100,0 100,0 100,0
United Kingdom
) 193L-38 L62,7| 158.L4] 30L.3 17.4 7.1 70.9
1946 855.7| 156.L| 699.3 8.8 3.2 14,5
1947 1103.L4| 205.0| 898.L 7.2 3.6 9.4
1948 6Ll 1| 289.5! 3546 5.1 L.l 6.4
199 a/ 729.1| 218.5| 510.5 5.8 3.4 8.5
Rest of Sterling Area E/
1946 728.2| 820,44 -92.2 7.5 16,7 -1.9
1947 1658.5| 962,2| 696,3 10.8 16.8 7.2
1948 1359.0| 1095.6| 263.4L 10.7 15.L L.8
1949 &/ 12h2.h} 925,3| 317.1} 10,0 1.3 5.3
Canada
1946 441,81 882,6] 559,2 1.8 18,0 11,6
1947 2072.9| 1095,1| 977.8 13.5 19,1 10.2
1948 191L.0| 1553.6] 360.4 15,1 21.8 6,5
1949 8/ 2003,6| 1L39.9| 563.7 16,0 22,2 9.4
E.R.P, Countries
1931,~38 1035.3| 552.0! L,83,3 38,9 2h.7 112,6
1946 3278.L| 678,9] 2599.5 3.7 15,8 53.8
1947 5292,3| 696.6| 4595.7 31,5 12,1 L7.8
1948 L182.91 975.71 3207.2 33.1 13.7 58.0
1949 8/ L172,L| 820.L| 3352.0 33.L 12,6 5549
Latin America
19ﬁ2—38 L69.8| 518,L| -L8.6 17 .6 23,2 ~11.3
19 2220.81 1826,8] 39..0 22,8 37.2 8.2
19L7 L0é8.6| 2252,9 1815,7 26.5 39.3 18.9
1948 3358.2| 2500,6| " 857.,6 26.5 35.1 15,5
1949 &/ 2980.0| 22,8 577.2{  23.9 37.0 9.6
China, Indonesia,Japan &
the Philippines
193L-38 360.7| 392,3| =-31.,6 13.5 17.6 7.4
1946 938.2] 258,9| 679.3 9.6 53 14,
1947 1319,5| 3L6.6] 972,9 8.6 6.0 10,1
1948 112,1} L95.6| 628.5 8.9 740 11,4
1949 a/ 1151.6] 520.8! 6%0,8 9,2 8.0 10,5

a/ Annual rate based on 9

months dats,

b/ As reported by the Bureau of the Census, but excluding the United Kingdom.





