














-6 - CONFIDENTI/L

of 381 million frencs is ebout Lé por cont of tho belence sheoet total
for the seme dato for the Union Beank.

The general feeling in Switzerland, as reported in the Swiss
press, appears to be that the Swiss bernking situation has been stabi-
lized by the measures taken. Opinion is divided, however, as to whether
it is more desirable for the future economy of the country to concen-
trefo the commercicl bonking business in a few lerge banks or to aid
the smeller, long-osteblished institutions to eadjust to post-wor con-
ditions. Benking circlos in tho country point out that prossure
excrtod by tho Allies for disclosure of Axis holdings in Swiss benking
institutions and the Potsdem onnouncoment that the Allies would excorcise
cortrol of and tho power of disposition over Gormen-owned external
assots did not contribute to the proscent orisis., Swiss benkers, they
assort, had never countod on compensating losses in Gormany and Itsly
with German and Itelian assets in Switzerland.

Belance Sheets for June 30, 1945
(Thousands of Swiss francs)

‘Basler Bidgendssische
Handel sbank Bank

Assets

Tash, giro, and postal checking belances 12,351 23,1
Coupons 169 828
Sight edvences to banks 2,774 2l,72L
Other edvinces to banks 11,92, 12,083
Bills 1L,20L, 57,139
Short-term loans and advances 7,139 1,198
Current acgounts - unsecured 18,651 36,381
: - secured : 17,200 66,996
Long-term loans and sdvences - unsecured 13,158 1,917
- secured 1,789 27,288
-~ to public corporctions 1,56h 26
Mortzage loans  ====- 872
Securities and porticipations 29,309 119,739
Syadicates 6,889 1,255
Bannk buildings and real estate 10,000 6,601
Otaer assets 3,33% 626
' Total 153,156 381,33,

Lisbilities
Bank deposits - sight 6,36, 16,057
Other bank deposits 868 1,066
Deposits - sight 35,193 171,990
- time 32,390 L3,482
- other 12,422 Ly, 630
Cash certificates 32,572 ;0,252
Checks end short-term credits - 68% 1,613
Bills end acceptances 2,800 2,008
Other ligbilities 1,383 9,2%5
Cepital 20,000 %3%,000
Reserves ~ ' 5,480 17,000
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Netherl &nds G‘Qld J oHoFa

The Wetherlends Benk disclosed nt the beginning of July 1945
thet 1t hod revelued its gold holdings in conformity with the develu-
cetion of tho Notherlends guilder which occurrcd &t thc boginning of
tho cemprign of liboretion in the frll of 194, Before the Gormen
invasion, tho Bank wrluod its gold holdings at tho rato of 2,009
guildors per finc kilogrem, or cbout L per cont bolow the cctual mar-
ket rete. Tho Germon-domincted cdministrotion increasced the valuation
in July 1943 to 2,097 guilders, a price conforming to the official
rate of the guilder in relation to the reichsmark end the dollar.

Now the price of gold hes been raised to 2,970 guilders., On the
besis of this price, the gold parity of the gullder in reletion to
the doller is 37.9 conts poer guilder. This rcte is practicelly
identical wi th the rate of 37.7 cents which mey be derived from the
official guildor-sterling relationship of 10,691 guilders per pound
storling, and is closc to the authorized rodomption prico for guildor
not:cs prosecnted in Now York (37.38 cents).

At the time of the Germen invesion (Mey 1940), the gold
hol.dings of the¢ Benk wore 625 million dollars. Sincc the Gormans
took ovor ©ll of the gold rosorves that had not been removed from the
country, the officiel holdings decreased to 500 million dollecrs ot
the beginning of 193, Most of these were held under earmark with
ths Federal Reserve Bank of New York, In thoe winter of 194.1-1,5,
gbout 102 million dollars of these resarves werc pledged to a group
of New York banks as collaterel for a loan negotiated by the Nether-
lands Govermment. It is also knowm that about 65 million dollars!
worth of gold wes spent by the Govermment-in-Exile for war purposes
in the United States. Now it hes boen disclosed that on odd tional
6% million dollars was used for such purposes in other countries so
that the emount of free gold in the possession of the Bank has been
reduced to 270 million dollars. At the provious valuation, this
emount would have beon shown ¢s 50 million guilders. As the result
of the reveluation, the figurc is now 713 million guilders, leaving
a revaluation "profit" of 209 million guilders. This profit no doubt
has been used to reduce the Govermment debt resulting from the use
of the Bank's gold.

The Bank's gold holdings represented coverage of 20 per
cent for bank notes circuleting at the end of July 1945. There can
be little doubt that the Bank'!s resorves will bo inerocased in the
ncar futurc by convorsion of the New York loan snd release of the
'gold pledged as collateral therefor. Moreover, the Government
expects that the currency exchange started in June 1945, together
with & loan drive and tax program yet to be implemented, will cone
tinue to reduce tho amount of currcency in circuletion. Thus it scoms
likoly thet the finel covorage figure will be woll in oxccss of the
proscnt onc slthough it corteinly will not roach the pro-war pro-
portion of morc than 100 por cent.
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Nationel Income and Private Consumption in Germany
and in the United States Paul Hermberg

During the last decade before the war, changes in national
income in the United States and Germany showed remurkable similerity.
Only in the first end lest yecrs of this period did ¢ sizecble differ-
encs gppecr between the doller cmount of United States nationel incomo
cnd the reichsmerk cmount of Germen nectional incomec. Adjustment of
the income date for prico chinges his o very smrll offect on tho
picturc; in spiteo of tho doveluation of tho dollar in 1933, tho cost
of living in both countrics followed percllcl linos. German national
incomo roceted somewhet more slowly in tho busincss cyclo then that
of thc Unitcd Statos, but only during the crisis of 1933 (which
failed to effect the Germin cconomy, supported «s it was by lurgo
cxpznditures for roermemont) did income dovelopments in the United
States end Gormeny move in opposite dircctions. Table T indicctes
that the Germon notionsl income wos about onc-fourth of tho Americen
in 1929, incroascd to cbout 28 por cent during thoe following poriod,
end jumped to 3l pur cont in 1938. This compearison, howover, rcoquircs
t. conversion of tho reoichsmark veluc of Germen netiondl incomc into
t. doller cmount, & convorsion which cen only bo celculated in cn
crbitrery menner on the basis of tho relative purchasing powors of
the two curroncios.l/n

Table I. Nationel Income in Gcrm;?y end in
the Unitoed Statesk

~ Gormany United Stotes [German
Netionel | Indox |Purchesing|bPurchesing powoer| Netional | Index | income
incomo of powar of national incomo of ‘|jos per
Year (In cost of ”M incomo (In bil-| ecost | cent
billions| of (In U.S. (In billions |lions of] eof |of U.S.
of R’M) |living ccnts)f/ of dollers) |dollers)|living!incomo
1929 72.3 |100.0 28.1 20.3 83,3 1100.0 ely
1930 66.2 96.2 26.5 18.9 68.9 97.5 27
1931 5%.8 88.L 28.2 15.2 5.5 88.7 20
19%2 L2.6 78.3 28.6 12.2 L,0.0 7.7 3]
19321 LL.1 76.6 PT7.8 12.3 L3.3 75 .4 28
1934 50.4 78.6 27.9 1.1 L9.5 78.1 28
1925 56.3 80.0 2g.1 1%.8 55.7 80.1 28
1936| 62.6 80.8 28.1 17.6 6.9 80.9 27
19271 70.3 31.2 22.0 20.3 71.5 83.8 28
1928]  77.L 81.6 28,14 22,0 ély.2 B2.% 3l

L/ The tebles In this criicle are basod on culculeations by the

T suthor for & spocicl roport, "Gormen Netiontl Incomc ond
fetionsl Product Betwoon the Two World “ars.,"

2/ The purchesing power of Rl in conts has beon calculated for

T utch year according to the following formula: purchising
power rite for 1929 x U.S. index of cost of living . Sce

Gormen index of cost of living

eppondod note for further explination.

1/ Sec cppended note.
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Al though at first glance the economic development of the
two countries, despite widely divergent economic policies, appears
surprisingly similar, sach advance into more detailed investigation
shows clearly the particular effect of netional-socialist economic
policy and of resrmament on Germcn notional income. In both countriocs,
the derivation of nationsal income by industries was strongly influcnced
by the business cycle. As usucl, the economic broakdovm affectoed manu-
fecturing industries with perticuler force; in both countrics, thesc
industries contributed their lowest ubsolute smounts and smellost por-
contago shares of the notionel income in 1932 end regeincd their 1929
positions in 1937. Onc typiccl diffoercnco betwoen tho two cconomics
is shovmn in the development of agricultural incomc. While in the
Unitod Stotes agriculture followod the genorcl trend of busincss,
Gormon sgriculture--in consequence of govermmentcl sid--showed
strongor rosistanco to the deopreossion then other industrics. During
the rearmemcnt period, however, Gorman govermentel intorcst conterod
in the menufacturing industries and agriculture slippod back to the
relative position of 1929. Both in the United Statos end in Gormany
the various industrial divisions participeted in the national income
in 1937 in opproximatcly the somc proportions as in 1929. Consoquently,
the percentago derivetion of tho nationel income as shown in thesc years
ney be teken as typicel for ecch country.

Tablo II. Nationsl Income by Industrial Divisions
(Por cont of totsl)

Germany United States

. Mining and |[Otheor ; Mining and |Other ’

Yoor cﬁ%i&; nanu- in- Total c i\.lg;; o me.nu- in=- Toteal
°l facturi ng.../ dustry factur ing}./ dustry

1929 13 50 37 100 8 33 59 100
1930| 1% L6 ! 100 8 30 ée 100
1931 15 L2 L3 100 7 26 67 100
19%2| 16 27 L7 100 6 o2 72 100
1933 16 38 L6 100 7 2 69 100
193, 16 L5 29 100 7 27 €6 100
1935 15 L8 37 100 9 29 62 100
1936 1L 50 %6 100 8 30 62 100
1937 13 51 %6 100 9 32 59 100
1938| 13 51 36 100 8 28 N 100

1/ Includes "contrect construction" and "power cnd gas.”

In neither casec docs this derivetion of national incomo
corrospond to the division of the lebor force by industry. Agri-
culture, in particular, uscd o much larger sharo of the netional
lebor forcoe then is indicated by its perticipation in the netional
ircomu. This discreptney would romwin cvon if tho underestimation
of agricultural income, which is notorious for &ll national income
¢stimatses, wore corrccted. It may be pointod out that thoe contrest
wes much groater in the Unitod Statos than in Germany, in spite of
the fact thet in Germany L.6 million of unpaid female femily workers
wero included in the agricultural lebor force ageinst only 226,000 in
tke United States.
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Toble III. Bxpericnced Lebor Force and Netional Income
by Industricl Divisions
(Por cont of totecl)

. Gormanyl/‘ United Statosg/
Industrial group 1925119%3]1958] 1950 | 1938

BExpericneed lobor forco

Agricul ture 21 | 34| 26 22 18
¥ining and’manufacturingé/ Lhe | 2 | Lo 33 3l
Other industrial groups o7 | %2 | L2 L5 L8

Totel [100 100 (100 100 100

National incomo

Agricul turc . 15 | 16 | 13 8 8
Mining and manufacturingﬁ/ 53 28 51 %0 23
Othor industriel groups 22 | Ly 26 62 ély

Totel {100 [100 [100 100 100

l/ The figuros for the Gormen cxporioncoed labor force
(Erworbsporsoncn) refer to the old Ruich--cxcluding
Secrland, For 1938, figurcs of tho ccnosus of Mey 17,
1939, crc usod.

2/ United Stetes figurcs for 1930 rofor to "gainful

= workers in thc muin industry sroups;" figurcs for
1928 to "exporiencod lebor forcc by industry” in
1940, The figurcs erc not closcly comparcable.

*7/ Mining ond memufecturing include construction, busi-

T noss and ropeoir scrviccs, «nd utilitics.

h/ Mining oand menufucturing include construction end

T povwior wnd gas.

A further distinection nay bc scon in the foact that in
Gormeny the sherc of mining end monufecturing industry in tho
netionel incomec wes roletively higher thon its use of labor, whilc
in the Unitcd Stotcs "other industricl divisions'--cspcecinlly trens-
portation cnd finenco--werc rosponsible for e much groator provortion
of netiondl income than of cmployment.

In Germuny, s in tho United Stetes, the distribution of
the netional incomc botween sulerics cnd weges on the onc hand rnd
income of propriotors rnd capital on thu other showed tho usucl
development in the business cycle. The partieipation of cupital
docrecscd during the depreossion cnd incrccscd during the rccovery.
In the Unitcd Statos, thoe rooction wes sherpor but the subscquent
inereasc in the sheare of cupitcl stopped in 1936, while in the
Third Reich, in spitc of the professed eim of "smeshing intercst
slevery," the share of capitcl rose constontly cfter tho Nazi
scgizurc of powecr.
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Teble IV, Notionsl Income by Distributive Sheres
(Per cont of total)

Germony United States

Yoer Proprietors| Public |Proprictors

Employees cnd cepitel |enterprises Total| Bmployoes| gng capital Total
1929 66 31 3 100 é, 26 100
19%0 67 30 3 100 70 20 100
1971 70 28 2 100 7L 26 100
19%2 69 29 2 100 79 21 100
19%3 67 31 2 100 70 %0 100
193L 66 32 2 100 70 30 100
19%5 65 - 33 2 100 67 33 100
1976 a, N 2 100 66 3l 100
1957 62 36 2 100 68 22 100
1.9%8 62 36 2 100 70 20 100

Comparison of thc share of privete consumption in the gross
novionsl product in Gormeny and in the United States gives cvidonce of
the violont modification affected by nationsl-socielist policy in the
conposition of tho national income. Until 1933, the sharo of private
consumption in &ll goods and scrvices aveileble for domestic usc was
very similar in both countrics. It anounted to 72-7% per cont in 1929
end increased during the doproession to 78-79 per cent in 19325 during
tho rocovery, private consumption ecgain deercascd relatively in both
countrics. In the Unitcd Statcs, howovor, private consumption nover
fell below the sharo of 1929, while in Gormany rcarmament cleimed on
increasing part of the nutionul product end finally limited priveto
consumption to little morc than onc-haif »f all goods and seorvices
evaileoble for domestic usc. It has beon suggested thet Gormen nationel
insome probebly rcached onc-third of the United Stotes nationel incone
in 1938, ©Nevertholess, betwcon 1929 wnd 19%8, the consumption of the
Germen pooplc probebly remcined relwtively unchanged st ebout ono-
foirth of Mmericen consumption. Tho entire additioncl production of
goods cnd sorvices was dovoted to rearmement and other speci.l projects
of the Neotional-Sociclist Govorrment.

Teble V. Goods and Scorviccs Aveileble for Domestic Use

In Gorneny In the United States German

Totell/| Priveto consumption] Totell/|Privi.tc consumption consumption

Teor {In billions of| (Per cont | {In billions of| (Por cent |es % of U.S.

dollers)Z of totel) dollers) of totul) |{consumption
138291 25.3 18.5 73 99.0 70.8 72 26
1950| 24.2 18.1 75 87.4L 6.9 yn 28
1621 19.7 15.7 79 L7 5L.2 76 29
1632| 16.9 13.2 79 55.1 L3.0 78 30
1633| 16.0 12.2 76 5.2 Loy 78 29
1634} 18.1 12.9 71 £3.1 L7.7 76 27
16351 20.73 1%.0 " 70.4 2.2 7h 25
1636) 22.1 12.L 60 82.0 59.1 72 23
1¢37] 25.6 1.7 58 87.2 62.5 72 2l
1928| 27.8 L 52 79.4 58.5 74 25

1, Gross national product less oxport surplus of goods wnd services
~ (including gold «nd silver for privute use).

(Footnote 2 at bottom of following page.)
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Noto on the ceclculetion of Germen-Unitcd Statos rotes on o purchesing-

rowor besis.

Any conversion of the rcichsmark valuc of the Germen
netionel income into a doller cmount will be erbitrery. Tho
officiel exchungo rute would indicete that one roichsmurk wes
oqual to 23.8 Unitod Statcs conts in 1929 and to L0.2 conts in
1928. Tho purellol dovolopment of the cost of living in the two
countrics, howover, indicates thet the luttoer rate wes wholly
crtificiel cnd that the develuation of the dollar in 1933 wes
nevtrelized by subsequent exchange control and govermmentel exchonge
menipuletion on tho pert of Germeny. In fect the roletion betwoeen
the purchesing power of the dollar ond of the roichsmark remeained
nesrly unchanged during tho ontire period from 1929 to 1938. But
this does not moan thet the official exchange rete of 1929 offoers
an oxret messure for converting Germen notionzl incoms figuros into
dollers. The question of how much purchasing power is represonted
by one reoichsmerk inside Gormeny in relation to the purchesing power
roprescnted by one doller inside the United States cen only be enswered
gpproxinately. The snswer deponds on the kinds of gonds for which the
moncy wes spent. In o detailed statisticai study of the problom of
purchasing-power paritics, Colin Clarkl/ calculated thet on tho basis
of tho officiel oxchinge retc of 1 RM = 23.8 cents in 1929, o basket
of goods representing tho commodity wnd sorvicc composition of Gorman
notionnl income would have sold on pmericen markets et e price 17.9
por cont higher then in Germeny. The corrosponding purchasing-power
reto, sccording to this caloulation, would heve boen 1 R = 28.1 ccnts.
A bosket of goods representing the composition of Mmericen netionel
insomc cnd s-1d on Gormen merkets would huve sold for 5.7 per cont
less then in the Unitod States. The eorrosponding purchasing-power
retc would heve been 1 RM = 25.2 conts. Assuning the differonce
betwoon the two purchesing-power rates to be real end not to have
origineted from geps and errors in the materiel used by Clerk, the
logicel mothod of utilizing his findings would eppoer to be as follows:
t5 compere the Unitod States nationcl incoms of 1929 with the Gerna
notionel ineome of tho seme your from an Americen point of viow, onc
should convert the roichsmark cmount of the Germen nctionel income
into dollers ot the purchesing-power rute of 1 RM = 28.1 conts; to
make ¢ similur comperison from e Germen point of view, onu should
convert the doller erunt of the fmericun nationgl income into reichs-
merk ot the purchasing-powoer rete 1 RM = 25.2 conts. There is no
logicel roason to meke the comperison (as Colin Cleark doss) from
some middle point of vicw using ¢ purchesing-power rate cquul to the
goonctrical meen botwoeon 28.1 conts wnd 25.2 conts.

It is portinont to note thet tho official pre-war ocxchange
rete of 1 R = L0.2 conts was gonerelly repleccd in Gorman foroign
trade trensactions by mwnipuluted spoeicl rates ebout 30 per cont
lzwor. Consequently, the coffcctive exchonge rete of approxinately
26.1 cents in 1938 wes protty close to the purchasing-power rato as
celeuleted cbove for thet yeer of 28.L cents.

T/ "Tnternationaler Vergleich der Volkseinkommen,' Weltwirtschaftliches
= Archiv, Volume L7, 1938, p. 51, and repeated in other publications.

Tootnote to table on preceding page.

2/ Dollars of purchasing power equal to that of a dollar in the Uni ted

~ States: see appended note and Table I.






