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33 f@§féigh 16Vels this year, with the expansion in almost every month exceeding‘
w¢§¢@ﬁfablﬁ«Levels recorded in the last five years. From January through'Aﬁg@st,
é@wmeré;al bank lending rose by 17 per cent, as compared with increases of 3.7
aﬁd,6@94per,cent in the corresponding periods in 1961 and 1962. A very large
partldf this increased lending--almost the entirety in some months thisvyeér-+
‘/ﬁas'accounted for by the extension of building credits. The remainder reflects
higher levels of bank lending to support increased business activity and~also;

to some extent, the continuing trend toward greater business dependence oﬁ‘bank

~credit owing to industry's reduced capacity for intermal financing.
The expansion of bank credit has been made possible by a redu,ction:»in;. '

~bank holdings of securities and by an unusually heavy volume of borrowing4ft§m4w
the central bank. Average bank liquidity has apparently been maintained--;ﬁough
reportedly strained--but some banks are said to be hard pressed to maintain
prescribed liquidity quotas. In mid-August the Bank of Sweden issued a strong
warning against the dangers of continued rapid credit expansion. The central
bank could be expected to take more vigorous anti-inflaticnary measures if its

recent warning to curb excessive bank credit expansion goes urheeded,

Trade gap widens, exchange reserves fall .

Although Sweden's external position is basically strong, the trade
deficit widened significantly as imports rose while favorable export performance
was seriously impeded by the severe icing conditions during the winter. Owing
to the slow start, Swedish exports were in fact almost unchanged in value in the
first six months of this year, by comparison with January-June 1962, although
rapid improvement was made from April onward., However, Swedish exports increased
by only 2.2 per cent in the first seven months while imports rose by 8.2 per cent,

As a result, Sweden's trade deficit more than doubled, increasing, as mentioned



4 er, from Skr. 409 million (879 million) in January~July 1962 to Skr. 947

,1$183 mlllion) in the first seven months of this year. (See Table 4.)

‘part of this deterioration was due ‘to a slight worsening in- Sweden s terms f{

rade, ‘but the basic explanation lies in rising imports, especially qugbnsume;

' ngqods,*and in the effects of bad weather on the movement of Swedish exportsjearly

 in 1963,

Sweden's external position should improve in the months ahead as

receipts from exports, tourist travel, and shipping increase Seasonally.
The deterioration in Sweden's trade position was reflected in a;

continuation of the decline in foreign exchange reserves which set in late last

year. From a peak level of $855 million at the end of October 1962, SWedén‘s
gold and foreign exchange holdings had fallen $82 million by the end of June,
Virtually all of this fall in reserves took place in the first quarter of 1963,
(See Table 5.) 1In July, reserves increased for the first time this year, but in

August gold and foreign exchange holdings of the Bank of Sweden and the commercial

banks declined by %9 million.

Transactions with U. S, Treasury

. In mid-July the Bank of Sweden purchased a $25 million U. S. Treasury
Note (dencminated in dollars), maturing in October 1965 but, at the option of

the holder, cashable on two~-days notice.



| Table 4. Sweden: Foreign Trade, 1962-63

(millions of Swedish kronor)

Trade Suzplﬁé?ﬁfa

e o Imports Exports or Deficit (-)
- Month or period 1962 1963 1962 1963 1962 1963
. Jaauary 1,415 1,476 1,252 1,370 -163  -106

- February 1,220 1,212 1,127 966 - 93 2245

' March 1,448 1,337 1,155 1,077 =292 -260

- April © 1,19t 1,527 1,216 1,234 + 25 -293
. May ' 1,372 1,582 1,388 1,365 + 16 -217
June 1,234 1,318 1,316 1,467 + 81 +149
July 1,149 1,312 1,170 1,337 + 21 + 25
- January-July 9,027 9,764 8,619 8,817 -409 =947

 Sbur&esg Monthlyibigest of Swedish Statistics, July 1963; Bank of Sweden,
Ur tidningarna (daily press releases). Data are not ad justed for
seasonal variation,

Table 5. Sweden: Net Reserve Position, 1961-63

Riksbank Commercial Banks Total Change

(in millions of Swedish kronor) (mill, Kr.) (mill,
1961 Dec. 3,318 472 3,790 -- -
1962 June 3,701 474 - 4,175 +385 +74, &4
Oct. 1/ 3,891 532 4,423 +248 +47.9
Dec. 3,869 492 4,361 - 62 -12,0
1963 Mar, 3,871 147 4,018 -343 -66.3
June 3,809 191 4,000 - 18 - 3,5
July 2/ 3,826 326 4,152 +152 +29.4
Aug. 2/ 3,800 304 4,104 - 48 - 9.3

1/ Peak level.
2/ Preliminary: end of July and August. data, from Bank of Sweden press releases,
differ slightly from classificaticn of other end of month data given in
Monthly Digest of Swedish Statistics; the latter are believed to include a small
net position in bilateral (noncenvertible) currencies,

Sources: Monthly Digest of Swedish Statistics, July 1963; Bank of Sweden,
Ur tidoningarna.






