











pments in Immediate Future

mports. Detailed trade statistics for December 1949 a
A broad commodity breakdown of November and Decembe:
icates that the rise in imports of semi-luxuries, wt
reflected in an increase in purchases of finished good
an assumed by the Economist; these purchases have, in fac
e from the first six months' average., The substantial rise
- importation of foodstuffs during November and December is largely se

"aithough‘it'might:bear out to some extent the Economist's accusation of
unwarranted high living. S

Western Germany
Imports by Major Commodity Groups
1949

(Millions of dollars)

Jan-June !
Aug) Per cent November Per cent December Per cent

Food and agriculture 81,1 L6.7 9h.1 55.7 150.0 Sh;éj
Raw materials L8.9 28.2 37.8 22.L 62,0 22.5
Semi-finished goods 26,0 15.0 ~ 21.1 12.5 37.0 13.4
Finished goods 17.6 10.1 15.9 9.4 27.0 9.8
Total 173.6 100.0 169.0 100.0 276.0 4106;0{

Sources: Monatliche Aussenhandelstatistik, Jan. - June 1949.
Der Aussenhandel der Bundesrepublik Deutschland, Nov. 19L49.
JEIA Report for July 1949,

The rise of 63 per cent in imports between November and December is due,
according to ECA officials in Germany, to liberalized trade agreements,
heavy ECA imports, and seasonal purchases. 1In this respect it may be
noted that total German imports for the Bizonal Area increased by 33 per
cent between November and December 1948, Figures released by the German
press on January 24, 1950, indicate that the import boom may be slacken-
ing. Import licenses issued under the free lists declined from $17 million
during the week of January 16 to $12 million during the week of January 23;
these figures compare with a total of $26 million issued during the week
of November 21, 19L9. Import licenses granted under.the terms of the 1lib-
eralized trade agreements declined from $38.5 million during the week of
December 12, 1949, to $10 million during the week of January 16, 1950,
However, the issue of import licenses is not an accurate measure of im-
ports, and the decline may be explained in part by a growing shortage of
foreign exchange, :



Hestern Germany —
Liberalization of Trade
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- Exports. Exports to participating countries took a sharp turn-
~upward in December 1949, as can be seen from the table on page 2. This
may be partly the result of seasonal factors —- it is an increase of 31
per cent over November 1949, as compared with an increase of 8 per cent be-
tween November and December 1948 ~- but it would seem to lend support to
the argument that the trade deficit which developed during the last quarter
of 1949 was to some extent a transitional matter. ,

From the evidence at hand we may expect that the trade deficit-
with participating countries which developed largely as a result of German
- trade liberalization will disappear, perhaps during the first half of 1950.
This will almost certainly be the case if the other OEEC members increase
the degree of liberalization in relation to Germany. Bilateral deficits
or surpluses may, however, interfere with the flow of trade unless an Intra-
European Payments scheme is adopted which will allow convertibility of cur-
rency among participating countries.

Western Germany's Liberalized Trade and Payments Agreements

: Set forth below are short resumes of Western Germany's liberalized
trade and payments agreements, with available information concerning recent
developments under these agreements:

Austria. A revision of the agreement with Austria was signed
September 30, 1949, and provides for free trade in both directions with the
following exceptions: Germany will accept high-grade steel only to the
value of %1 million; paper to the value of $1.5 million; timber to the wvalue
of $3.5 million; and no cellulose or fertilizers. Austria will accept
rolling mill products only to the value of 31.25 million; only 16,000 tons
of potash, and coal to the value of $L0-50 million with the understanding
that it will be paid for with drawing rights to be granted by Germany. It
is expected that exchanges under this agreement will be kept in close equil-
ibrium, with an estimated trade of $36 million in each direction,

Parties to the agreement have experienced great difficulty in
reaching a payments agreement, largely because of Austria's present multiple
exchange rate. The following provisions, which have been drafted but not
initialed, are in use pending further negotiations to be held this month,

A dollar clearing account is to be established in the fustrian National Bank,
although traders may invoice their goods in dollars, Deutsche marks, or any
third currency. Conversion into dollars will be at official eross rates.

Any balance in excess of $3.5 million may become due and payable in dollars up-
on demand of the creditor; by mutual agreement this payment may also be

made in another currency. Austria is to make $2 million a year available

for Western German tourists, as it is expected that present regulations pro-
hibiting travel from Western Germany will be relaxed in the immediate future.

Belgium-Luxemburg. A trade agreement concluded with Belgiumé
Luxemburg on November 1&, 1949, provides that Western Germany will make
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available $21 million per quarter to German importers of Belgian products,
to be used as they see fit, with certain exceptions, mainly concerning
foodstuffs, Belgium did not lay down a quarterly maximum for her imports,
but limited imports of livestock, hops, grain seed, and seed potatoes. A
payments agreement signed the same date provides for a swing of $15 million,
with any excess balance becoming due and payable in dollars.

Demmark. A trade agreement signed on November 2l, 1949, with
Denmark removes all Western German restrictions on imports from Denmark
with the exception of ceiling values on fish, seeds, chocolate, and spirits.,
Denmark, in return, has agreed to grant import licenses for German goods to
a value of not less than 35 million for the year, the goods to be the free
and unrestricted choice of Danish importers. It was also understood that
the Danish Government would not issue export licenses in excess of last
Yyear's agreement for cheese, curd, dried milk, or horses.

A payments agreement signed the same date provides for an annual
swing of $6 million, any excess to be paid in dollars., Kroner and Deutsche
mark accounts are to be set up in the respective central banks, and if the
balance in either account is approaching the limit, a joint commission will
discuss ways and means of avoiding dollar payments. Invoices may be de=
nominated in-any currency which the trading partners may choose. Denmark's
purchases of coal and coke from Western Germany are excluded from the pay-
ments agreement, '

France. After long and painful negotiation, complicated by the
political argument over France's Saar policy, a trade and payments agree-
ment was signed on January 30, 1950, which liberalizes approxi mately 60
per cent of the trade on each side, This agreement is for the first half
of 1950 only, during which period trade is estimated at $150 million each
way. It is expected that France's exports will develop faster than Western
Germany's, and will take care of France's current deficit on trade account
(537 million by November 1949). Such a development would, however, increase
Western Germany's over-all deficit with Western Burope.

The payments agreement provides for the abolition of the dollar
clause. From now on invoices may be made out in French francs or Deutsche
marks, All "invisible" payments may be made, with the exception of interest,
profits, or capital transactions,

Netherlands. An agreement signed on September 7, 1949, with the
Netherlands envisaged trade in the magnitude of $150 million each way for
a twelve-month period. A4 small "negative list" for Western Germany includes
vegetables, {ish, and radio and electricsal products. The Netherlands was
permitted to maintain import licensing, but agreed to take so-called "less
essential” German manufactures at the rate of $8 million per quarter, The
payments agreement provided for a swing of $15 million annually, with any
excess to be payable in dollars; the Netherlands agreed, however, not to
require cuach payment as long as German authorities did not reimpose import

-restrictions.
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Over a period of the first five months of the agreement, Western
Germany ran a trade deficit estimated to be in the neighborhood of $30
million, largely because of the high demand for food and consumers' goods on
the part of importers. Dutch exports exceeded expectations because Dutch
traders, unable to meet German demand, began to handle goods on a transit
basis, mostly from the sterling area,

As a result of this rapidly increasing deficit with the Datch,

L Western Germany threatened to reimpose import restrictions., Therefore, on

‘ February 2, 1950, the Netherlands and ‘Jestern Germany signed a renegotiated
agreement which sharply increased the amunt of Vestern German goods which
could be imported into the Netherlands on the free list. It is estimated

that under this new agreement trade will reach a magnitude of $200 million each
way during the period of the agreement.

Norway. A trade agreement signed on September 16, 1949, with
Norway provides for unrestricted imports into Germany except for fish, for
which import licenses up to $7 million will be issued. The Norwegian.
Government has agreed to grant import licenses up to $700,000 per quarter
for certain commodities of Special interest to the German export trade.
No information with regard to payments arrangements is available,

Sweden, An agreement was signed November 26, 1949 with Sweden
along lines of other recent liberalized agreements, Germany has free-
listed extensive imports from Sweden, reserving certain items for which a
ceiling has been established,

A payments agreement is expected to be signed in the near future
providing for the maintenance of dual accounts. Credits and debits to
these accounts will be made at the dollar rate, and balances will be paid
in Deutsche marks or Swedish kroner. An annual swing of 80 million kroner
(about $16 million) is to be established, with overdrafts to be balanced

.' by payments in gold or dollars. Sweden has, however, announced her inten-
tion of settling any export balances by increased imports of German coke,
iron, machinery, and heavy chemicals,

Switzerland. The first "liberalized" agreement between Western
Germany and Switzerland was signed on August 27, 19L49, and provided for
unrestricted imports by both parties with the exception of food and agricul-
tural products. Western Germany will issue import licenses up to $10.5
million for food and agricultural products during a 12-month period; similar
licenses to a value of $3.,million can be issued by Switzerland, Western
Germany has agreed to make a total of not less than $4.8 million per month
available for financing imports from Switzerland.

" Invoices may be denominated in Swiss francs or Deutsche marks and

- paid through dual accounts to be established at the Swiss National Bank and
the Bank Deutscher Laender. The payments agreement provides for a swing of
$8 million, with any excess to be paid in dollars; this latter provision,
however, will not go into effect until March 15, 1950,
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.. . . Ata joint meeting held the latter part of December it was in-
- dicated that the agreement was working to the satisfaction of both parties.
- The Swiss have an import balance of only 40.6 million Swiss franes for the
‘period Jamary-November 1949, as compared with an import surplus of ..
'211.8 million Swiss francs for 1948, German demand for Swiss imports has
far exceeded the §L.8 million per month allotted, but shortage of foreign

exchange so far has precluded higher imports, ‘ E

Invisible transactions were specifically excluded from the pay-
ments agreement with the exception of certain payments characterized as
"rent" for Swiss electrical power plants located on German territory on
the border between the two countries, small sums to be made available to

Germans traveling in Switzerland for health or educational reasons, and
for some services in each direction. The satisfactory operation of the
trade and payments agreements would indicate that these "invisible" payments -
may be increased shortly. g

United Kingdom. Negotiations have been carried on with the
United Kingdom for the past two months on a payments agreement, but it has
not yet been concluded. Until the recent liberalization on the part of
Western Germany, the United Kingdom had been running a trade deficit with
Germany and had been compelled to settle the deficit in dollars. This
situation has recently been reversed, and the success of negotiations may
depend upon the willingness of the United Kingdom to grant credits to
Western Germany until the latter's export program is further advanced.






