














fS:pér cent, and for 31 items they were cut from S to 1 per cent. It'i§ J
  é§timated that this move affected approximately 20 per cent, in value tefﬁs;fof
5fJap&n?s~imports. Assuming present trends continue, the Japanese.authoritiés
’a£e~1ikely to be under pressure to relax substantially the tight money policy
in early 1965, if not sooner.

As was the case last year, however, fresh balance-of-payments diffi-
culties cculd re-emerge in a period of only a few months. Under the present
,rcircumstances, this might occur even in the absence of a relaxation of tbe'tight
- money policy. As pointed out above, inventories of imported goods are rela-
tively low and will sooner or later need to be rebuilt. Export growth since
February of this year has been very rapid and some moderation of this growth
in the coming months would appear likely. Exports in August were off 7 per cent
from the previous month. Price adjustments have been very mild compared to
othercycles, and in recent months wholesale prices have actually begun to rise
again. In addition, Japan has been faced with rising net payments for services.
Comparing the first six months of the year, and using exchange transactions
data, thesz rose from $102 million in 1962 to $155 million in 1963 and to $217
million in 1964,
OUn the other hand, the success of the Japanese in restoring balance-

of-payments equilibrium with such ease will no doubt enhance confidence in
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lion in 1’gng-;;em bonds in Europeans
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capital flows are more problematic, There was a net -0

;a?itél'in Jﬁt&vandréugusﬁ;fo:athemiirst time’since~ﬁ¢q, be

& £r baaks3toﬂ¢ontinue:to~attract,these-fuuds; The maximum rates whi
ﬁanaéefbﬁuks are allowed to pay appear to have been consistently kept
a ercentage point above the rates quoted for Euro-money. Barring any shar
, ,changein the money markets of the U.S. and Europe, the Japanese wi ll'proBaﬁ_w

continue to attract some short-term funds.
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