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would keep full control of its rediscounting policies and could decrease
the volume of rediscounts as soon as any inflationary consequences appeared,
The procedure would also be in line with the Government's =ffort to reéduce
the burden of interest rates on the private sector of the economy,

Technical difficulties could also be overcome by the Treasury!s
borrowing abroad part of the required totals Such borrowing would result,
through the sale of the foreign exchange to the National Bank; in a
strengthening of the reserve position of the banking system, and thus
would make possible a corresponding increase in commercial bank lending,

Foreign borrowing -- Although the Belgian Government has stated
that it planned to seek foreign loans in the amount of about 5 billion
Belgian francs ($100 million), there have been so far no reports of con-
crete loan negotiations, Such borrowing could take place only in the
United States or in Switzerland, Prospects of large-scale foreign bor-
rowing from US Government agencies or in the US cavital market would not
seem to be particularly bright at the moment, The Swiss market could at
best absorb only a fraction of the total amount in question,

Conclusion
didobdedmtentdrad Sl

It thus appears likely that the Belgian authorities have greatly
underestimated the amount that could be borrowed domestically without the
danger of inflationary repercussions, and have overestimated the amount
that eould be borrowed abroad, The attitude expressed in the Belgian sub-
mission to the OEEC has obviously been colored by the desire to avoid
credlt expansion, even in a period of declining economic activity, unless
the resulting increase in the money suoply can be offset at least in part
by a rise in gold and foreign exchange reserves. It remains to be seen
whether the Belgian authorities will be prepared to forego adherence to
that principle when they become convinced that large-scale foreign bor-
rowing is impossible, or whether they will prefer to sacrifice the fulfil-
ment of both the NATO rearmament plan and the modest public investment
program included in the 1953 budget, If they choose the latter alternative,
the Belgian recession may well degenerate into a fullfledged business de-
pression,
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APPENDIX
Table 1

Postwar Internal Budgetary and External Position of Belgium

(In billions of Belgian francs)
L6 1947 1948 19h9 1950 1951 1952 p/1953
Ordinary Expenditures 1/ 5446 58,2 62,1 70,7 63.L 67e7 7640  TTe7

Ordinary Receipts 1/ b6.L  L6e9 62,8 67,1 61,3 734 Bl 77.9

- 842 -11s3 + 0.7 = 3.6 = 2,1 + 5,7 + 5.4 + 0.2

Extraordinary Expendi-
tures 2/ 22,5 13,8 17.h 21,4 19.8 21,2 21  20.5

Extraordinary Receipts 3/ 1h.2 6,9 9.6 6.1 5.3 3.7 1.6 245
- 8‘3 - 609 - 7.8 "15.0 "1]-105 -17Qh —19-8 "1800

Total net budgetary
position ~16,5 -1842 - 7,1 -18,6 -16,6. -11.7 -1h.l -17.8

Increase in external
debt of Belgium * 5.6 0,7 + 2l +#3,1 +0,7 -=1h +3.0 —

Balance of vpayments
on current account
(In millions of U,S.

dollars) -L17 =375 147  + 51 257  +21),  +162 e/ -
Preliminary
Estimated

Includes also budgetary expenditures and receipts "resulting from war,"
Includes military, civil investment, and other non-recurring expenditures,
Includes tax receipts transferred for accounting purposes from the ordinary
budget; does not include proceeds either of internal or external borrowing,

Source: -- Expenditures, receipts, and net budgetary position (lines 1-5): 19461948,

ECA: Belgium-Luxembourg Country Study (Washington, February 1949); 1949-1951,
Kredietbank Bulletin Hebdomadaire (Brussels, December 2, 1951); 1952'1953’EZEQ§§;
General, Budget des Recettes et des Depenses, 1952 and 1953, presented by Finance
Minister to Parliament, November 1952,

External debt (line 6): see Appendix,Table 2,

Balance of payments on current account (line 7): 1946-1951, International®
Monetary Fund, (International Financial Statistics, April 1953); First half 1952
National Bank of Belgium, (Bulletin d!'Information et de Documentation) October.
1952; Last half 1952, estimated on basis of trade data, Imnorts expressed on
f.,0.b, basis,
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APPENDIX
Téable 3

Total Public Bond Issues

(In billions of Belgian francs)

19L5 1946  19h7 1948  19h9 1950 1951 1952
Belgian govermment 11.8 - 3.6 3.7 8.3 - 6.1 16.4
Credit Communal
and cities 13 23 L9 1.6 0.5 - 1.8 L.
Nationalized and semi-
official enterprises - 1.5 L 2,8 6.l 9.5 3.7 5.3
Total public bond
issues 1/ 13,1 3.8 99 8.1 15,2 95 11.9 25,8
1/ Includes both new and refunding issues,
Source: -- Kredietbank (Weekly Bulletin, January 25, 1953)
Table L
The Belgian Internal Public Debt
(In billions of Belgian francs)
End of Month Consolidated Medium-term Short-term Total
December 1950 113,5 38.8 78,8 231.1
December 1951 115.L 36,0 87.0 238L
December 1952 127,9 31,2 87.9 247,0
Source: -- National Bank of Belgium (Annual Revort for Year 1952),
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APPFNDIX

Table 5

Debt Management in Belgium

Net New Stock and Bond Issues of Belgian and

Congolese Firms

(In millions of Belgian francs)

1950 1951 1952 ¢/
Belgian firms T
Bonds 1,093 1,h83 2,260
Stocks 1,125 2,960 3,290
Total 1/ 2,218 L,LW3 5,550

Congolese firms

Bonds 1/ 1/
Stocks 92l 1,526
Total 1/ 92l 1,526

1/ Less than 50,000 Belgian francs,

¢/ Estimated

Jan, - Sept. 1952 ¢/
1/
1,507

1,507

Source: ~ 1950 and 1951: Ministere des Affaires Fconomiques et des Classes
Moyennes (Septieme Rapvort Relatif au Probleme des Investissements Annee

1951), 1952: derived on a comparable basis from preliminary data of
Banque Nationale de Belgique (Bulletin d'Information et de Nocumentation,

February 1953), Figures are net and represent total issues 1ess refunding

issues and costs of flotation,

NOT FOR PUBLICATION




- 13 - Debt Management in Belgium

APPENDIX
Table 6

Financing of Public and Private Investment in Belgium

(In billions of Belgian  Percentage of

franes) _ total
1950 951 1950 1951
le Private Investments
State (extraordinary budget) 1.9 06 1,2 1,2
Public credit institutions
SeN.C.I, 1.9 146 ka0 342
CuG.E.R, b9 2.6 10,7 5e3
Other 342 342 Tel 643
Capital market 1/ 1.9 346 L2 Tolt
Self-financing and mortgage loans 31.8 38,0 69.8 76,6
Total k5.6 L9.6 100,0 1000
2, Public Investments
State (extraordinary budget) 1045 1,2 55«6 70t
Public credit institutions
Credit Communal 342 2,8 16,9 13.6
C.G.E.R. 5 ol 24l 2,0
Capital market 3.6 242 19,3 10,8
Own resources _ 11 o6 5e6 342
Total 18,9 20,2 10040 10040

- -

}/ Comprises net new stock and bond issues (as shown in Appendix, Table 3) less
issues of nonbanking private financial institutions.

Source: -- Ministere des Affaires Economiques et des Classes Moyennes (Septieme
Rapport Relatif au Probleme des Investissements - Annee 1951)
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APPENDIX
Table 8

Average Yields on Belgian Securities

(Per cent; end of period)
1948 1949 1950 1951 June !'52 Dece 152

Treasury certificates L4e76  L.6h  h,92 L,98 5,00 h.82
Long-term Government bonds 1/ he76  Loli8 kL9 L.60 LeS1 Leli7
Municipal "Bons de Caisse" 5405 Le71 Le66 5,30 5422 5.18
‘Short-term private issues 6,03 5,18 5,83 6,04 6,16 5¢Th
Long-term private issues 6s29 S.M0 5,69 5,90 . 5,62 571
National Bank discount rate 3s50 3425 3,75  3.25 3.25 3.00

Shares on Brussels stock
exchange — Net yield 3689 3.22 3.35 3.80 h073 h.eh

——

;/ International Monetary Fund index of yield on L per cent perputual unified
debt bonds of Belgian Government,

Source: ~ Kredietbank, Weekly Bulletin; International Monetary Fund, Interna-
tional Financial Statistics,
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