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Improvements in the U, S.
-6 - Balance of Payments

Domestic expansion in industrial countries abroad has been
accompanied by renewed growth in their exports and imports, as will
be seen from Appendix Table 1, As demand grows further in these
countries, as their import restrictions are further relaxed, and as
expanding output begins to press against the limits set by the
availability of labor and other productive resources, one may expect
their imports to tend to rise faster than their exports. Such a tendency
in countries where trade is large in proportion to domestic activity
would have to be resisted by official policies if it threatned to cause
balance~of~-payments difficulties and serious reserve losses, as it did
for a number of countries during the 1955-57 boom, However, an important
feature of the current situation is that most industrial countries
abroad have very strong balance-of-payments positions, As shown in
Appendix Table 2, most of them have been gaining reserves this year, and
virtually all of them now have considerably larger reserves than they
had at the end of 195k when the last boom was getting underway. They
can face with equanimity, as many of them could not do in 1955-57, a
moderately more rapid rise in imports than in exports (together with
some expansion in other net payments), since such movements will tend
merely to reduce their present balance~-of-payments surpluses rather than
to produce deficits,

Growing demand in industrial countriesy; including the United
States, has also begun to increase the export earnings of nonindustrial
countries, DMeanwhile, many of the nonindustrial countries have cut back
imports from unsustainable levels reached in 1957 or 1958, Hence, the
rise in their export earnings is now helping to rebuild their reserves
and to lay the basis for renewed expansion of their imports, including
their imports from the United States, These tendencies for a number of
nonindustrial countries can be seen in Appendix Tables 3 and L,

Short-run prospects for the U, S, balance of payments

With demand rising abroad and foreign availabilities
tightening in the months ahead, U. S, exports seem likely to continue
advancing, Two special factors will give additional impetus to the
advance, Jet aircraft shipments will be large, to fill foreign orders
already placed amounting to several hundred million dollars. And
cotton exports in the 1959-60 crop year are expected by the Department
of Agriculture to be about twice the unusually small amount exported
in the year that ended July 31; textile activity has been rising abroad
and efforts are likely to be made to replenish low cotton inventories
now that the U. S. price reductions announced earlier have come into
effect,

Imports, on the other hand, seem likely to expand only
moderately, Several large import items are expected to show little
change from current levels, These include petroleum, newsprint, coffee,
sugar, and cocoa, Declines are expected in imports of steel mill
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products, now that expansion abroad has reversed earlier price declines
for European and Japanese steel and is beginning to reduce steel

export availabilities; of cattle and meat, for which domestic supplies
are increasing; and of lumber, as residential construction activity
tapers off from the very high levels reached last spring, Continued
expansion in imports of finished manufactures, and of a number of
materials, may outweigh these declines, but probably only moderately.

It is beyond the scope of this paper to examine in detail
other prospective movements in U, S, balance~of-payments items, Broadly
speaking, U, S, military expenditures abroad plus U, S, grants and
credits seem unlikely to change much from current levels, An increase
in Us S¢ payments for services is likely to be more than offset by an
increase in U, S, receipts for services, including investment income,
Economic expansion abroad will tend to attract an increasing flow of
Ue Se private capital, but this tendency may to some extent be offset
by the pressure of domestic U, S demand for loanable funds and higher
Us S. interest rates, Even a very substantial increase in the net out-
flow of U, S, private capital would be unlikely to offset all the

prospective improvement in the merchandise trade balance over the months
ahead.e .

This, the over=-all deficit in the United States balance of
international payments seems likely to diminish further in coming months,
However, on present indications it will probably still remain large,
well above the 1950-58 average of /1.5 billion a year.

NOT FOR PUBLICATION




Appendix Table 1

Foreign Trade of Industrial Countries Abroad

Second quarter 1959 Percentage changes,

($b., annual rates) 1958-II to 1959-II

Country Exports Tmports Exports Tmports
United Kingdom 9.83 11.07 + 8 + 8
Germany 958 8.18 + 12 + 19
Canada 59k 7407 + 3 + 1
France 5.69 5423 + 17 - 1
Netherlands 3.51 3,96 + 15 + 10
Japan 3.25 3,78 + 19 + 22
Belgium-Luxemburg 3.2 3430 + 12 + 9
Italy 2,59 3.36 + 2 + L
Sweden 227 2.38 + 8 + 6
Switzerland 1.61 1.94 + 10 + 12
Denmark 1.29 1.56 + I + 28
Mustria .96 1.12 + 5 + 7
Norway 31 1.30 + 15 - b

Note: Ixports are f.0.D.; imports are ce.i.f. Data are not
adjusted for seasonal variation.

Source: IiF, International Financial Statistics.
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Appendix Table 2

Official Gold and Foreign Exchange Reserves
of Industrial Countries Abroad
(In millions of U. S. dollars)

Reserves at end of: Change,
July Dec. 1958 to
Country 1954 1957 1958 1959 July 1959
United Kingdom 2,798 2,37 3,105 3,250 (e) + 110 (e) 1/
Germany 2,636 5,64k 6,322 5,51k - 808 2/
Canada 1,955 1,836 1,948 1,926 - 223/
France 1,261 645 1,050 1,773 + 723
Netherlands 1,276 1,056 1,493 1,390 -103 %
Japan 738 524 861 1,201 + 3k40
Belgium 1,032 1,132 1,484 1,435 - ko
Italy 1,0kl 1,532 2,321 2,950 (e) + 629 (e)
Sweden 478 k56 473 500 + 27
Switzerland 1,837 1,898 2,063 2,030 (e) - 33 (e)
Denmark 143 172 230 269 + 395/
Austria 412 510 665 735 + T0
Norway 138 185 243 232 - 11 6/

(e) partly estimated

1/ After paying the IMF $200 million in March and $163 million in May.

2/ Roughly equal to advance military and debt payments plus increase

T in commercial bank foreign exchange holdings.

3/ Official Canadian reserves are maintained approximately unchanged
while the exchange rate fluctuates. Private dollar holdings have
increased.

ﬂ/ Claims arising from the liquidation of EPU and amounting to
$106 million in January 1959 have been excluded from reported
official reserves since that date.

5/ After paying the IMF $17 million in February.

6/ After paying the IMF $13 million in July.

Source: IMF, International Financial Statistics, and national

sources for Italy.
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Appendix Teble 3

Forelgn Trade of Nonindustrial Countries

Second quarter 1959 Percentage changes,
{$b., annual rates) 1958-11 to 1959-IT
Country Exports mports - Exports Imports
Sterling area
~Australia 1.98 2.13 + 28 + b
South Africa 1.22 1.54 + 6 - 15
Singapore 1.20 1,28 + 7T + 1
India 1.03 1.88 + T + 20
New Zealand .90 .62 + 15 - 25
Hong Kong .57 .86 + 1k + 10
Malaya .72 .Sk + 27 + 2
Rhodesia-

Nyasaland .58 .50 + 28 - 3
Ireland .33 .61 - 12 + L
Pakistan .27 .26 + 29 -4
Ceylon .36 .37 + U2 + 33
Burma 21 .20 - 13 + 25
Trinidad .23 .26 - 10 + 9

. Continental Europe
Finland .84 .82 + 14 + 12
Yugoslavia 49 T7 + 11 + 2
Portugal 27 .51 - 6 + 5
Greece b .63 - 3 + 10
Turkey .33 A1 + 61 + 2
Iatin America
Argentina 1.06 .89 + L - 28
Mexico .T5 1.03 + 13 - 18
Colombia A7 A48 + 31 + 20
Peru .29 .29 + 1l - 17
Qther aresas
Algeria .36 1.13 - 29 + 7
Philippines .61 61 + 21 -1
Egypt .55 .66 + 3 - 12
Morocco .37 31 + 6 - 17
Israel 16 il + 35 - 3
Sudan .23 A4 + 8 - 48

Note: Table includes sll nonindustrial countries with exports or
I': imports of over $200 million a year for which data are avail-
‘ able through June 1959. Exports are f.o.b.; imports are
c.i.f. Data are not adjusted for seasonal variation.

Source: IMF, International Financial Statistics.
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Appendix Table i

of Nonlndustrlal Countries

(In millions of U.S. dollars)

Reserves =zt end of:

June
Country 195k 1957 1958 1959
Sterling area
Australia 1,133 1,321 1,120 1,157
South ffrica 16 288 317 343
India 1,867 oL2 722 7hl
New Zealand 239 138 187 2L9
Rhodesia~
Myasaland 150 213 215 .o
Ireland 260 252 262 2hs
Burma 12l 93 119 12
Ceylon 169 183 172 161
Continental Europe
Finland 211 171 250 276
Portugal 655 687 708 723
Greece 199 196 176 189
Turkey 205 315 297 312
Latin Anmerica
rrentina 52l 287 132 165
Mexico 209 LLS3 372 oe
Colombia 257 w5 160 193
Peru 56 3k 31 30
31 Salvador Ll Lo 38 Ll
Other areas
Philipnines 207 71 92 69
Ceypt 732 465 129 388
Israel 69 81 128 171

Change curing
1st helf 1959

+ 371/
+ 26 2/
+ 19
+ 62

- 17 3/

+ o+ o+ +
&

+ 1+ 4
w
ONFJUJCh\u

;/ After payment to the LIF of HL0 million in June,

After payment to the IMF of 411l million in May.

Includes $25 million drawn from IMF.

H/ After payment to the IMF of 4 million in June,
/

Change in dollar assets of Mexican Govermment and banks as reported
by U.Se banks; after drawing 522 million from the IMF in Harch,
6/ After payment to the INF of $5 million in lay.

7/ After drawing

Sh million from the IMF,.

8/ After net payments to the I of $5 million,

Source:

IMF, International Financial Statistics.,
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