








-8 - The Austrian Exchange Rate

the percentage of devaluation was larger on the import side than on the
export side, the Austrian manufacturer will have to pay higher prices for
imported raw materials.

On the import side, prices of imported goods will increase in

terms of local currency, although certain non-essential items formerly

‘I’ imported at premium rates will become cheaper unless new restrictions
are placed upon their importation. It is not expected, however, that in-
creased import prices will have a significant effect upon °~ the internal
price structure. Increased subsidies upon breadgrains, coarse grains,
and coal for the national railroad will prevent prices of these basic
cormodities from rising, Furthermore, the exchange rate unification had
been anticipated for some time and prices in general had adapted them-
selves to the new rate. For the same reason, the usual import-dampening
effect of increased prices of imports will not be fully operative. Other
factors, which would indicate an increased volume of imports are (1) the
abnormally low level of imports during the past year; (2) the recent
liberalization of 35 per cent of 1952 imports from the EPU area; and

,'l' {3) the availability of a’'credit quota which would assist in covering the
deficit with the EPU area.

On balance the volume and value of both exports and imports will
probably rise, the former more rapidly than the latter. There is indi-
cated an improvement in the external position, assuming no significant -

changes in irnternal or external prices, but in all probability there will
remain in 1953 a deficit in the balance bf payments which will have to
be met from foreign aid or from reserves.

This analysis assumes the maintenance of internal financial
stability. At the present time expansionary forces in the economy are:
(1) a substantial deficit in the 1953 budget; and (2) the improvement in
the external position, which is expected to continue as exports expand in
volume and in value. The expansion of commercial credit, which was a
major factor in the post-1950 inflation, has thus far in 1953 been offset
by additions to savings depositse

These expansionary forces will impinge upon an economy which

is operating at less than full capacity, although the margin of unemployed
resources is not large. Increased production in the export industries and
a revival in the consumers! goods industries should absorb a large part
of the unemployed resources. The impact of increased income upon prices
and the external position will depend upon the rapidity with which the

. volume of goods available for domestic consumption can be increased, either
from domestic production or in exchange for exports.

Conclusions

The unification of the exchange rate has been described by Aus-
tria's Minister of Finance as the final step in the long struggle to achieve
financial stability. It brings to an end a period during which the device
of an overvalued exchange rate, or series of rates, was consciously used
to cushion the internal price structure from the impact of an adjustment
to world price levels. This was done at the expense of large deficits in
the balance of payments, which have been covered by foreign aid.

MV AN e e o - m m—— o o




-9 = The Austrian Exchange Rate

, The period of stable prices and general financial stability
which followed the adoption of anti-inflationary measures in June 1952
has made possible the adaptation of the internal price structure to world
prices by means of a rate of exchange which is generally regarded in Aus-
tria and abroad as one which can be maintained. The expected increase
in exports will stimulate domestic activity generally. If this involves
an increase in total output rather than another increase in prices, Aus=-

tria will have marked an important step in the direction of internal and
external stability.
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Appendix

Table I

Total Trade

(In millions of schillings)

Tmports

Period ERP
1951 - I 571
II 825

III 733

v 613

Total 2,7h2

1952 - I 815
II 532

IIT 3ks

v 265

Total 1,957

1953 - I 280
TI 318

Commercial Total Exports
2,591 3, 162 2,066
2,830 3 655 2,350
2370 3,)4)4 ,550
3,15 3,768 2,669

11,28L 1k,027 9,635
3,322 L,137 2,676
3,209 3,7 2,56i
2,778 3,123 2,57
2,692 2,958 2,584

12,001 13,959 10,803
2,686 2,966 2,590
3,h80 3,798 p 3,070 p

Surplus +
Deficit -

- 1,305
- 892
- 1,099

- L,392
1,b61
1,172

B
+ 26

- 3,156

- 376
- 728

P preliminary

Source: Austrian Central Statistical Office,
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Period
1950

1951 - 1
11

111

v

Total

1952 ~ 1
II

I11

i

Total
1953 - I

April
May

Value

633

370
1,006
L7
1,036

965

1,138
1,029
859
gLl

960

817
902
1,093

Imports 1/

Volume

102

99
112
104
109

106

11
109
93
87

101
90

102
10k

Appendix
Table IV

Trade Indices

(1937=100)

Price Value
621 535
879 679
898 772
911 838
950 877
910 792
998 880
ol 8L,
g2k 8L6
936 981
950 888
908 855
88l 89l

161 1,018

Eggorts

Volume

101

111
112
111
108

110

103

97
103
134

109
128

132
128

Price

530

612
689

755
812

720

854
870
821
732

815

668
677
795

Terms of
Trade 2/

85

70
17
83
85

79

86
92
89
78

86

7L
77
76

1/ 1Includes ERP imports.
2/ Export Price

Import Price

Source: Statistiche Nachrichten, Jamuary 1952 & January 1953.

Export & Import Prices = Value
Volume

NOT FOR PUBLICATION



1949
Imports (c.i.f.) 1/ 604
Exports 292

Balance of Trade =312

Receipts from Savices 38
Pgments far Services 21

Net Invisibles -;17

Balance on Current
Account -295

Appendix
Table V

Balance of Payments

On Current Account

(In millions of dollars)

1950 1951
1482 655
332 L5k

~150 -201

L6 70
29 s
$17 tog

~-133 =176

1952

65l
207

-7
93

iy

~105

1953 2/
557

1/ 1Including aid-financed imports.

2/ Annual rate based on first-quarter statisticse

Source: Monthly Report of the Austrian National Bank, March 1953.
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Appendix

Table VI

Selected Economic Indicators

Ind, Wholesale Cost of Retail Producti~ Unemployment

Period 1/ Prodes 2/ Price Living  Trade 2/  vity 3/ (000)
1950 Monthly 100 100 100 100 100 129
1951 Monthly 11 134 128 133 109 118
1952 Honthly 115 149 150 13 111 158

1951 -~ I 105 119 113 105 104 1942

I1 116 129 115 112 113 99.5

111 116 143 135 126 110 Tl 1

v 118 147 17 186 110 105. 8

1952 - I 114 151 151 118 108 200, 9

II 116 152 149 135 112 130: 3

III 115 149 148 132 112 116. 3

L] 11k 145 149 185 112 184 3

1953 - 1 106 142 147 12} 98 2615

1T T 2. 137 L/ 136 L4/ 1383/ . a. 159.1

1/ Quarterly averages.
2/ Not adjusted for seasonal variation. :
3/ Index of industrial production divided by index of employment.
/ April - Hay.
S/ April only
ne a.=-not available. -
Source: MNonthly Reports of the Austrian Institute for Economic Research.
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Period 1/

1950 end year
1951 end year
1952 end year

1951 - I
II
II1
Iv

1952 - I
II
IIT
v

1953 ~ 1
April
MQ.;’

June

Appendix

Table VII

Monetary Statisties

(In millions of schillings)

Honey in Commercial  Savings

Circulation 2/ Credit Deposits
17,298 11,176 2,275
18,611 11,613 3,310
1,998 S,2L7 25359
15,256 10,13} 2,455
16,1150 10, 908 2,351
17,298 11,176 2,275
17,346 11,682 2,786
17,656 12,255 2,962
17,882 11,857 3,216
18,793 12,680 4,036
19,221 12,739 li,109
e 3o 12, 819 L’-) 192

Free Market
Schillings 3/

30.63
32436
25.51

29,38
27«7k
31. 34
32,36

30, 90
28,53
28:17
25.51

25:.67
25¢ 73
25. 81
26. 0l

1/ End of period.

2/ DNotes and coins in circulation outsi
of central bank (excluding deposits of banks), and demand de

sits of commercial banks %

3/ ‘International Moneta

T ce=not evailabie.

Source :

de banks, sight liabilities

excluding interbank deposits).

Monthly Reportc of iustrian Ilational Bank.
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ry Statistics, International Monetary Funds






