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Government assumes any loss from increased costs because of wage and raw
material rises, the imposition of additional taxes, and certain other cost
incresses during the six to nine month period for which the price may be
guaranteed.

The CFACE insures on its own account the usual commercial risks
of 1insolvency and failure to pay and insures other risks (except the price
guarantee) with reinsurance by the State. The exporter carries 20 per cent
of the non-commercial risks, while, depending on the degree of riskness, he
mey carry enywhere from 20 to 35 per cent of the usual trade risks.

The exporter is required to take out a comprehensive policy covering
all, or a large proportion of his exports to various markets. A policy
covering all risks except insolvency may be taken out, in which case the
premium may lie between .8 per cent and L per cent, according to reports;
when the risk of loss through the tuyer's insolvency is also covered the
prewium apparently ranges between 2 per cent and 8 per cent.

Export finance facilities -- The Banque Francaise du Commerce
Extérieure (BFCE) and the Compagne Intercontinentale d'Etudes et de
Réalizations (CITER) are important semi-public financial institutions which
help exporters secure financing. The major stockholders of the BFCE are
governmentel financial institutions; its top officers are appointed by the
Government, and its board is composed of businessmen, financiers, and traders.
It helps exporters secure financing by placing its signature on the required
guarantees, thereby, according to reports, permitting the exporter to draw
immediastely on the Banque de France. The BFCE agrees to collect on the
foreign credit. Its charge for this service has recently been reported at
5.3 per cent; the interest rate on medium-term export credits in France
often falls between 5.25 per cent and 6.4 per cent.

The CITER was formed in 1950, its capital contributed in part by
the BFCE and the remainder by the Banque de Paris et des Pays-Bas, the
largest private "banque d'affaires". It has been reported that the CITER
was created to facilitate dollar exports which are financed jointly by the
participating banks. The details of these transactions are not known. The
Compagnie also helps manufacturers make market surveys and makes some loans
to manufacturers who are intereste in production for export.

Low Countries

The exporter in the Netherlands and Belgium may secure export
credit insurance and alsc has access to export credits through institutions
especially established for those purposes by the Government or on the
initiative of the Government. Export credit insurance in the Netherlands
is handled by the Nederlandsche Crediet Verzekering Maatschappij NV
(Netherlands Credit Insurance Co., Ltd.), a private company supervised by
the Government; all risks, except some part of insolvency losses, are re-
insured with the Government. Credit insurance in Belgium is administered
by the Office National du Ducroire (OND), & governmental institution,
while insolvency risks may be insured with a private insurance company,
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the Compagnie Belge d'Assurance Crédit; the Compagnie, however, mey re-linsure
with the Government. Export credits in both countries may be secured from
quasi-governmental institutions.

Export credit insurance -- The types of risks which may be insured
are roughly similar in both countries; coverage corresponds to risks insura-
ble in the United Kingdom, including special dollar export guarantees, as
well as insurance against natural catastrophes as in France. No information
on premium retes is available for the Netherlands, while premiums in Belgium
seem 1o vary from 0.3 per cent to 1.25 per cent on short-term transactions
to & range of 3 to 5 per cent on longer-term credits. Depending on the type
of transactions and cause of the loss, the insured's own risk apparently
varies between 5 and 25 per cent in the Netherlands. Maximum coverage by
the state in Belgium seems to be 85 per cent. Only about two per cent (or
less) of Netherlands exports usually come under guarantee, and there is no
reason to believe that the proportion is any larger in Belgium.

There is an interesting provision of the Netherlands plan in cases
where an exporter's total sales for a given period are insured. The exporter
bears the entire initial loss up to an agreed amount; this would presumably
correspond to some normal business loss, which may be allowed for in the
price. Only after the initial loss does the insurer assume a liability based
on an agreed percentage of the remsining risk.

Export finance facilities -- In the Netherlands, as in other
countries, long-term financing of exports is not considered part of the
normel activities of commercial banks, excluding so-called ship mortgage
banks. As a result, the Government through the Finance Corporation for
National Reconstruction initiated the creation of the NV Export-Financiering-
Maatschappij (Export Finance Corporation) and provided it with a long-term
loan. Seven private commercial banks also participated, contributing funds
directly and apparently providing credit facilities in times of peak finan-
cial requirements. The Corporation also goes into the private market to
obtain additional funds, and the Government has guaranteed it against 1i-
quidity shortages up to a certain amount. The institution gives credit on
so-called normal commercial conditions for periods of one to five years.
Credit insurance is apparently helpful in securing these credits.

. There are two institutions outside of normal banking channels
which provide export credits in Belgium., The Institut de Réescompte et
de Garantie accepts commercial paper of over 120 days maturity which is
eligible for rediscounting with the Belgian National Bank and also grants
low interest rates in connection with dollar exports., The Societé Natiocnale
de Crédit a 1l'Industrie purchases export paper with over two years maturity
at relatively favorable rates. Coordination of the activities of these
institutions with private banks is provided through a committee composed of
representatives from government, the agencies themselves, and banks. The
committee is consulted when medium-term credits for exports cannot be pro-
vided through ordinary banking channels.

Other Furopean Countries

As far as is known, the Scandinavian countries and Switzerland
have export credit guarantee facilities but do not have special programs
involving export financing ocutside normal banking channels. An export
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eredit insurarce and finance program has been proposed by the Italian Govern-
ment, but has not yet been approved by Parliament.

The export credit insurance programs of the Scandinavian countries
are administered directly by the Government and, from the available informa-
tion, resemble the United Kingdom's program; however, less than one per cent
of these countries' exports have come under guarantee in recent years. In
Sweden, which has & well-developed and apparently well-known program, less
then one-half of one per cent of exports came under guarantee in 1952. Swiss

credit insurance facilities and the Italian proposals will be briefly des-
cribed below,

Switzerland -- Political and transfer risks (including exchange
rate variations) may be insured with the Swiss Government; commercial
risks, i.e., insolvency and default, will be insured by the government only
if the debtor is a government or public entity. Credit insurance covering
losses from insolvency and default on exports to private buyers may be ob=-
tained from a private corporation.

Unlike most of the insurance plans considered, the Swiss Government
guarantee is not based on the invoice price of the shipment but on that price
less the net profit on the order and any advance payment. The guarantee will
usually cover about 60-70 per cent of this price and no more than 80 per cent.
The premium is apparently about one-half of one per cent. It has been esti-
mated that about 10 per cent of all Swiss exports are covered by government
guarantee.

Swiss banks usually finance the guaranteed portion of export sales.
On exports to foreign governments or public corporations, they advance the
guaranteed sum on the basis of guarantee bills of exchange; these notes may
be rediscounted with the Swiss National Bank. Credit mostly for investment
goods on terms up to a maximum of five years (and recently at somewhat longer
term) is provided in this way. Claims on private credit insurance corpora-
tions may also be turned in to banks in return for credit, but these claims
are not eligible for rediscount.

Italy -- The proposed Italian export credit insurance apparently
would not differ radically from programs previously considered. It would
involve the establishment of a public insurance agency, which would insure
for its own account and would reinsure private insurance companies against
credit risks involving terms of payment no greater than four years. This
proposal would apparently apply only to limited categories of goods, largely
capital goods.

Export financing, presumably for insured goods, would be provided
by e government medium-term credit institute, the I s tituto Centrale per il
Credito a Medio Termine, which would rediscount export bills held by the
many medium-term credit houses in Italy. In the interest of preventing a
possible over-expansion of bank credit based on medium-term export loans,
a proposal that ordinary banks be allowed to rediscount such credits with
the institute was rejected. It was thought that the distinction between
short-term operations suitable to commercial banks and medium-term activi-
ties, which may not be, should be preserved.
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Export credits not provided by commercial banks is provided in
Japan through its Export-Import Bank, which is in many respects similar to
its United States counterpart; the Bank also guarantees certain credit
transactions., Its stated purpose is "to supplement and encourage the ex-
port and import financing of ordinary financial institutions for the purpose
of facilitating the foreign trade of Japan through financial aid."

The Bank undertakes four types of transactions: (1) export finan-
cing, which will be described in more detail below; (2) financing of overseas
investment through loans to Japanese corporations or individuals who may wish
to invest in foreign corporations or lend equipment to them; (3) providing
funds to Japanese who wish to install equipment overseas; and (4) guaran-
teeing liabilities related to loans under transactions one and three above.

It only extends credits that commercial banks and other financial institutions
would find difficulty in granting on ordinary terms. It was financed by a
capital contribution by the Government and may borrow from the Government

or foreign finencial institutions.

Direct export financing constitutes the bulk of the Bank's trans-
actions. It finances exports (of equipment mostly) by making loans to
Japanese exporters or manufacturers on & participation basis, by redis-
counting notes for banks that have made such loans, and, to a much smaller
extent, by making loans to foreign govermments or firms who wish to buy in
Japan. As a usual practice, the exporter applies for a credit through his
own commercial bank, which, if it cannot handle it alone or in conjunction
with other banks, refers the credit to the Export-Import Bank. If the Bank
takes the loan, there is usually some participation by a group of commer-
cial banks, unless the credit matures over more than five years. The Bank
usually takes 80 per cent and commercial banks the remainder. If the loan
matures in six months or less, commercial banks may take 50 per cent of the
credit. Maturities vary from 3 months to as high as 10 years on credits
to finance exports. The standard interest rate on the Bank's export financing
was 7 per cent during the twelve months ended March 1953, while the minimum
interest charge was 5 per cent,

Gross disbursements by the Bank during the April 1952-March 1953

period amounted to the equivalent of $23 million. Total Japanese exports
during this period were near $1.2 billion.
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