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Financiel Progrem of the Belgian Govermment JJH.F.

Tho nowly scppointed Ministor of Finence, F. do Voghel,

sutmitted his finencial progrom to tho Chembor of Doputics on

fuzust 16, The Ministor meintained thut the redicel curroncy con-
traction of Octobor 194, saved tho Belgian currency, cnd that its
suzcess was incomplcete only boceusc tho war, with its domands for
ineroesced expenditures and its restrictive cffect upon the pro-
duction of goods, continucd far longer thun hud been cexpected. Tho
Minister awskod the Chamber to implement the progrem of finaneicl
ronabilitetion by pessing o bill providing for convorsion of the
60 billion franes of "permencntly blocked” balunces (aebout 60 por
cont of the notc holdings e¢nd bank deposits es of Octobor 194)4)

into « compulsory CGovernment locn, cnd by cnecting two soverc tox
rncasures. One of thess would impose o lovy on wer profits, cmounting

to 100 per cont on profits geincd by trading with thc oncomy, and from
70 to 9Y por cent on wll other profits. The 95 per cent bracket would
bo recched ot totel profits of 1 million frunes (ebout 22,800 dollars);
oxomptions would be vory modercte (5,000 frenes per month, plus 6,000
frones per yeer for children of individusl texpuyers) cnd appropricte
ellowencos would be made for profits crising solcly from devaluetion
of thc frene. No cxemptions would be granted in conncction with
profits resul ting from troding with tho cnomy. The sccond mcasurc
would impose n capitel levy of 5 per cunt on all renl and personcl
proporty, ¢xcepting ordinury houschold goods. The lovy viould bo
based upon tho goncral property registretion ordersd in Octobor 194,
and would include property located cbroad. Corporations tould be
cntitled to issuc new sharcs to the cmount of 5 por cent of thoir

copltel to the Govermmont in liou of cash Uaymun+q. Revenuo from
this lcvy alone would amount te 25 billion francs. Togethor with

the profits tex, it would cnablc tho Govermment to retire most of

tho debt resulting from the proposcd conversion of the blocked
belenccs.

The plen is fundamentally the same as that developed
cxaetly onc yeor oago by Minister Gutt, who initiated the currcncy
conversion.,  There i1s no valid reeson why it has not boon enccted
long since., 1t will not provide thse Govermmont with new revenuos
or cover the budgot deficit, but will mercly "purify" the belance
shoots of the Nationsl Bank cnd othor credit institutions, which
Lro now obligud to cerry on their hooks e huge mass of blocked
accounts Thus it mey heve an important psychologicel effcet, but
will hardly chenge tho bosic monctury position of the country. This
position is, however, quitc sctisfactory. Between Jenuery 11 and
Lugust 16, 19&5, the note circulction rose from L;%.2 billion to 61.7
billion frenes, but 5.7 billion of this inercasc wes duc to the un-
blocking of "tomporerily unoveiloble™ belincos cnd the rost to ad-
vencos on behalf of the Allied crmed forces, 1tlcr in the form of
reverse lend-leasce or as outright losns. The Govermmoent has beon
¢ble to fincnce its own ectivitics by texation and nonninflaﬁionary
berrowing from the publice. This fict, together with the rising rate
of production, hes prevented o furthor increi.se in the priece lovel.
F:r theose ruasons, Ministor deo Voghol implicd thet the CGovornmmont
wsuld be eble te maintain the proscent foreign oxchinge voluc of the
frene (2.28 United Stutes conts) without creating a dangorous dis-
perity botween domestic and world prices.
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Currency Confusion in Czechoslovekia J. H. Adler

For the last three months, a system of dusl exchange rates
hes preveiled in Czechoslovekia. In the region occupied by the Red
Army, the rate of 18 rubles = 100 X (crowns) has romained constant
sirce Russian troops entered Czechoslovak territory. In July the
Czechoslovek Nationsl Benk csteblished retes of K 29.57 and K 119.02
for the dollar end the pound sterling, respoctivoly;l/ those retes
corrcspond to tho cross-ratos vie the ruble, end to tho gold-perity
retos which preveiled before tho Protcctorate crown wes epprcciated
in 1940 to the equivelent of .10 RM (= L4 cents). In the zono occupied
by tho fmericcn Army, Allicd occupation merks were issued. Theso wore
oxchenged in tho few former Protectorgte districts in the Americon zone
2t the . retc of 10 K for 1 RM, o« rate corrosponding to 100 K to the
doller or 400 K to tho pound sterling. In the Sudoton districts whero
murks clone worc in circulation, the problem of exch.nge for Czocho-
slovek currcney did not ot first arisc.

Aftor Czech cuthoritics, together with the militery cuthori-
tics of thc Alliod ermiocs, sssumed the tesk of local administretion
in tho Sudeten districts, Czechoslovek crowns wrro issued (o1d Pro-
toctorato issucs ond militery crowns issued by the Russian crmy) and
circulatod side by side with reichsmrrks for a few weoks. According
to o Czechoslovek government decrce of July 26, roichsmarks ceased to
be logal tondor on August 1. But since fmerictn Army authoritics con-
timued to issue occupction merks and Protectorate currcncy wes scarce,
old reichsmarks continued to be cccopted in private business trensactions
in the fmericen zonc. Allied occupation merks werc exchanged at tho
rate of 10 K for 1 mark in private trensactions, as well as by Allied
militery cuthorities. Tho pricc for old reichsmarks declined to iy to
5 X. In the former Protectorate districts, however, the old rcichsmark
deprecicted repidly immediately eftcr liberetion sincc financie and
public institutions rofusod to accupt them. In Progue cnd other Czoch
torms, old reichsmerks wore oxchanged ot o rate of 2 to 2.50 K for
1 M, somewhct bclow tho new cross-rate vie the doller of 2.957 K.
Ths contimucd issuance of occupation merks wes the subject of repcated
reoroscntations by Czechoslovek euthoritics ot fmorican Headguartors.
smoricen end British represontatives accopted an invitation for dis-
cussion of tho matter in Proguc. But since smericen troops stationed
in Czechoslovakia are pert of tho Third frmy, which clso occupics
Baveria, end truvel more or less froely from Germeny to Czochoslovekic,
merks arc still being put into circulation cccording to latcst aveileable
information.

To confusc matters still further, the Czechoslovek govern-
ment hes issued severel decrooes, portaining to deb®ts end claims
originating in Sudeten districts cnd to the exchenge of reichsmerk
holdings of pursons of Czech nationality, in which tho old rate of
10 X for 1 RM has beeon rocssorted. Since bank end savings benk
doposits of German owners heve boen temporarily blocked ponding
solution of the problcm of trensferring the Sudeten German populetion,
the question of establishing en exchange rate for thosc sccounts s

i/'On Scptember 10, the Now York agency of the Preguc Crodit Bank
vie.s advisod thet the doller rato was chenged to 29.82 K.
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well as for cash holdings of Sudeten Germans has not as yet arisen.

Various pronouncements had indicated that a suhstantially
lowor rate of exchangc--presumebly in the neighborhood of the cross-
rate vie the doller--wus to ba set for Germen caesh holdings and claims
not subject to outright confiscation. However, c recent decree permits
the unblocking of amounts of 2,000 to 4,000 K from former RM-cccounts
for the payment of wages ond pensions, and of unspecificd amounts for
ront poyments, medical cere, funcral exponses, and agricultural sup-
plics; convorsion for these purposes is cppuarently ot the rate of 10:1.
Particuler problems ariso in conncction with those Gormen entorpriscs
for which "netionsl cdministrators" have boon sppointed. These have
prosumaebly becomo Czech entorprises and their doposits should bo
troatcd as Czoch deposits for which the 10:1 rate is oppliceble.

Similor difficulties aro bound to arise with respect to
brenches of Gormen banks which hive boon token over by Czochoslovak
institutions. In this conncction it is of intorest to note thet in
spitc of numerous officicl decierations thot cll bunks will be
notionclizod, Czechoslovek bonks ere competing for the acquisition
0 thesc brenches end cre rceopening breanches which worce eliminated
by the Germon cuthorities in the course of retionulizution mcasures.
The Praguc Crodit Bank (formorly Anglo-Czochoslovek end Proguc Credit
Bank), which was in the process of liquidation and abscrption by threc
otheor banks, has boon reestablished by a government decrec invelideting
£ll Protuctoreto measurcs perteaining to its dissolution. It hes ol-
rocdy ccquirsd 35 bronches in Bohomia and Moravie.

Csntrel Bunk Developmonts in Czachoslovekia J.H. 4.

The first post-liboration stetoments of tho Czochoslovak
Nationel Benk heave rccontly boeoms aveilcblo. The statements pertein
caly to the nssets and licbilities of the former ccontral bank of the
Frotoctorete, the National Bonk for Bohemia and Morevia. The heading
of tho statoments roads "Czochoslovek Notionel Benk in Pregue,” in-
dicating thet tho Slovek Netionel Bank, the central bunk of indcnendent
Slovekia since 1939, has probebly become the "Czechoslovek Netioncl
Bank in Bretislava." This formel chsnge, os wcll os soveral official
pronouncenents cbout the unification of the monstery system indicate
thet thoe two contral institutions will shortly be reounited.

4 compearison of the stotoment of August 7 with the figurcs
of tho ennunl report for 19hL (soce table) indicates that the Czccho-
slovel National Bank hes, ¢t loast in form, cccupted the assots cond
licbilitics of the Nrtional Benk of Bohemia cnd Moruvia without
quostioning the validity of thc cecounts elthough precticully &ll
cssots and licbilitics of the Nrtiondl Bunk of Bohemic end loravie
ero of un cxtromely doubtful cheractor. The gold item is o corry-
over from the period beforc the occupstion of Czechoslovekis by Gormaeny.
It hos been left substrantially unchenged (with the exception of the ro-
valuation of tho erownto moko its parity equel to .10 R) clthough the
gold~-cnd probebly also the foroign cxchrngo--was partly blocked in
Switzerlund by the Beank for Internationesl Settlements and in Greet
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Britein by the Bank of England, and partly transferred from Prague,
Basle, and Londonl_to Berlin. Since the London-held assets of the
Czechoslovek National Bank were turned over to the Czechoslovak
Coverment-in-exile in 1940 and used as security for o loan from

the British Government the emount of which finally exceeded the
velue of the gold, title to this portion is no longer uncncumbered.
Any cleim to & portion of the gold found in Germany will, in all
probebility, collido with similar cleims of other occupied countrics,
The only nurt of the gold itom in the Bank's statements which will

bo avuiliuble in full is the uniknown cmount withheld by the B.I.S.
until rightful ownorship can b¢ estcblishod.
cont of "other csscts" consists of wccounts recclveblo from the
Reichsbenk and Germen Troecsury cortificutes.
which eppurontly has incrcescd since liboration at o slower rato than
in previous months, includes L6 million X for the oxchange of Rl

notes ot post officos.

An cstimuted 90 per

Thc note circul«tion,

Other inecrocsces among licbilitics, notably

the rise in demend deposits rnd in "othor liebilities” aro not ex-
p

p.-ained in the stotoments.

lishmint of the proscnt edministration.

Statements of the Czechoslovak Nationcl Benk in Praguc—

(In millions of K)

Asccts December 31, 19L4

Gold 1,516
Forcign cxchange 776
Cash 2,078
Bills discounted 1,775
Szeurities discounted 1,865
Othor csscts 56,56l

Totol el,57h

Liabilitics

Shsro copitel Lo5
Kasorves 153
Naote circulation 31, ,879
Giro end othor domond deposits 6,135
Cash~-deoposit certificates 8,870
Othor 1iabilitics 13,832

Totel 64,574

They probebly occurrcd bofore the csteb-

2/

August 7, 1945

1,517
783
1,786

100,109
104,199

Lo5

153
L0,399
31,886
10,973
20,383
104,199

L/ Tho Bank for Internationsl Sottlemonts trensforred gold held for
tho Czoechoslovak Netionel Bunk in Switzerlund «nd in London to the

Reichsbenk in 1G3%9.

After the outbrock of

exceuts ifurther treunsfor orders "until tho

csteblished.

2/ Until YNey 1945, "Netionzl Benk for Bohemie

tho wer, it refused to
rightful owncr ciun be

ond Morevia."
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British Imports, Wer cnd Pro-iigr C. R. Herley

Toble I summeriziss the principel developmonts inBritish
inport trade (excluding munitions) «s disclosed in date rcecntly
oublishod by tho Bogrd of Trede.l/

Teble I,
Totol British Imports®* and Imports from the United Stotes
(In millions of &'s)

1938 T9LL TI93B 1oL,
Imports Imports [ Por cont
‘Tota} f$om .Total f;om of total
imports U.S. imports U.S. from U.S.
I. Food, Drink, &nd
Tobaceo 430 52 519 138 12| 27
oot 9 3 168 Lo I
Dairy produco 80 2 a1 Ll - L9
Tobacco 23 18 22 25 761 80
II. Row &nd ummfgd.goods| 2L8 27 279 52 gl 19
Raw cotton snd
cotton waste 30 10 Le 1l 3| 33
Vicod and timber h3 L 36 3 9| 23
Rubhber 12 - 26 20 - 79
I1I. Finished Products 23l L2 L78 3l 18] 71
Qils, fats, and
resins Ly 12 221, 195 26 | 88
Mechinery 22 10 L2 38 L5 | 92
Llectricul cppe-
ratus 3 1 2l 21 30 | 87
Iron cnd steel ond
menufactures 15 2 33 27 1| 83
Grond Totol®* 920 118 1,305 5%3% 131 1

3 Bxzcluding munitions.
4 Including two minor classcs not shown.

Botween 1938 and 194);, thce valuc of British imports other than

muni tions incrocscd from 920 million pounds to 1,%06 million pounds,
or cbout L2 per cont., The valuo of non-munitions imports from the
United States during tho samc period inereascd from 118 million pounds
to 533 million pounds, or by 350 per cont. The shere of tho Unitcd
Statcs in British imports rosc from 13 por cent in 1938 to L1 per cent
in 194, Of the 415 million pound increesc in imports from thc United
Stetes, noarly 300 million resulted from a risc in imports of finished

T,/ Datec on rubbor imports erc cstimated {rom Unitcd Stetes stetistics
since no country dotuil is included for this product in tho British
SOUrcGC.
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goods and just over 60 per cent of the latter sum from increased
imports of finished petroleum products (shown in the United XKingdom
statistics under the heading "oil, fats, end resins” in Class III).
A further 86 million increese is shown in British imports of food-
stuffs end tobacco from the United States, end the belunce of 29
million pounds in imports of row meterials cnd erticles mcinly
urnmanufrctured,

The value figures, however, give a distorted impression
of changes in the physieal volume of British imports. A volume
irdex besed on 1938 &s 100 shcows retuined imports (i.e., totel ime
ports loss re-oxports) in 19LL es 79. A similar index for btotel
irports would show o greeator dcelinc sinco British rc-exports do-
croescd shirply during tho ware. According to the volume index, the
quentity of imports wos greater in 19LL than in 1938 for only & of
tre Ll classifications listed in the trade teblos; indox numbers of
the volume of reteined imports erc shown below for thuse commodity
groups:

1942 1943 19lh

Meot 116 126 12%
Iron and steol and mfg. thereof 208 23l 117
Cutlory, hardwarc, implomonts

and instruments 130 183 151
Elcotricel apparatus L2 108 71,0
Machinery 79 a2 10%
0ils, fots, resins, mfg. 108 146 227

Cortain other classificetions show groatly ecxpeanded imports in
cerlior war yeers (o.g., the volume index for vehicles rowched 1,213
ir l?hl) but munitions imports worc included in tho tredec dete prior
to 1942, tmong the import clessificetions showing drostic declines
in volume throughout the wer period wore fresh fruits and vogetebles,
textilos end textilo products, leether and footwear, peper meking
me.teriels end paper.

Chenges in the proportion of British imports in the verious
classifications received from tho United States gives «n indication
of tho oxtent to which "normal" trade channels were distorted by war
influences., By determining thoso sourccs which wore displaced by
this country, we may form somc rough concoptions of potential trede
shifts during the transition poriod. 1In Class I (foodstuffs, cte.),
the major shift occurred in the deiry products classification.
Roughly spesgking, tho Unitod Statos displeced a large group of
wastern and northcrn Buropcen countriss s & source of British im-
ports. Those countrics inelude the Netherlands, Dommerk, Polend,
Svroden, Finlond, Lithucnic, ond others; it is doubtful thit these
ni.tions will hove large oxporteblo surpluses of dairy products for
ot luast two ycars. In rogerd to meet, the Unitoed Stotes replaced
Europoan nctions to & small extent; the bulk of England's meat im-
ports ceme from the Dominions and South Americw prior to tho war.
Incrcased shipmonts from this country, Cunade, wnd Argentina scrved
to supplement pre-war imports.
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In Class II (row materiels, etc.), imports from the Unitoed

Siatos probably chenged little in physicel volume with tho exception
of rew rubbor (synthotic) imports., In normel times, Britain has
eccoss to netural rubber within its coloniel cmpire and imports of
synthetic rubbor may be expuected to decline sharply as.soon s those
erces sro roopened. In Class ITI (finished goods), American rofincd
potreoleum oxports roplaced in part, end grewtly supplemonted, pre-war
imports from Burme, Maloya, Iren, the British West Indies, Mexico,
Vonozucla, snd Rumania. Muny of thesc ereus should rogain o lerge
sherc of tho United Kingdom merket as tanker tonnageo is relicved of
war dutiecs. With tho oxception of potroleum products, Cless III con-
sists principelly of commoditics normelly imported by Britein from the
industrislized countriecs of westorn gnd northern Europe; trade with
theseo countrivs was almost completely stopped by the wer cnd imports
fr om the United Stetos fiiled e lurge sharo of thoe rosulting gep. It

ig not likely thet Burope will be able to resume lurge scalc exports
to Britain for several yeors. On the other hand, it is certein that
British demend for muny of the industriel products included in the
class will fall sharply with tho end of thc wer. Houvy &s recon-
struction needs nmay bo, the incroascd cepeeity of British industry
should sufficc to meot & larger proportion of domustic requircments
for machinery, mechine tools, iron and stoel, and cloectrical oquipment
than it mot in the pro-war ycers. Domands in this Class which must
ineroese include loathor and footwear, perheps cppersl (though this
is doubtless o luxury import in large part), woolen and cotton yerns,
nemafactureos of wood end timbor, and peper products. Few of these
demands should center on the United Statcs.

_ From this brief study of Britain's war-time import ex-
perionce, it is possible to reach tho tentative conclusion that United
Kingdom imports (non-munitions) from the United Stetes will decline on
a quontity basis during the transition period. Within pcrhaps two
yoeers, the shere of totel British imports securcd from thce United
States should be no more than 25 por cont of total imports. This
conclusion nust, of course, remain tentative until furthor information
is aveilablc concerning the finunciel arrangements which the Unitod
Kingdom muy be ahble to nake with other supplicrs, s well as with the
United Stutes, end until the cffoct of reletive price chengos in the
viricus netions has bocomc clerifiod,





