











ervény’réhewed weakening of the French trade position will take place.
 In July, official reserves rose $184 million after ad justments, mostly
for debt prepayments ($160 million to the United States and $61 million to the
- IBRD) . (See Table 2, page 8a.) But this very large gain was made possible by a
rise of $119 million in the net foreign indebtedness of the French commercial baris,
(8ee Table 3, page B8a.) The net gain, deducting these borrowings, was $65 miiIiOn,
The official reserve gain in August was $81 million (adjusted) ; no
u;nformatian is available on the commercial banks' position since July. The ihcrease
,v%fbfficial reserves was held down by new regulations on foreign borrowing by French
business enterprises. Previously, companies could obtain abroad without official
authorization loans up to 2 million francs per loan, for up to five years, and at an
interest rate of no more than 5 per cent. Under new regulations effective August 7,
prior authorization is required if the amount exceeds 1 million francs, if the
maturity exceeds two years, and if rhe interest rate exceeds 4 per cent. The main
effect of this restriction is to make it impossible to borrow in the Euro-dollar
market where rates exceeding & per cent now prevail for 90-day deposits.
*. The reported September reserve gain was $27 million or $49 million when
adjusted for payments by several franc-srea countries of subscriptions to the IMF,
IBRD, IFC and IDA. The adjusted gain ir the week ending September 26 was only $3
million, and :t was at that time that the franc dipped slightly below its ceiling
against the dollar. It appears that French companies were repaying foreign loans
they had contracted in the spring, whick could not be renewed under the new
regulations.
Because of the six-month delay in vrelease of the figures, the latest

detailed information on the French bslance of payments relates to the first quarter.
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(in millions of dollars)

',’;France:,Officiai,Gold-and Foreign Exchange Reserves, 1963 e

Amount Change in month

: {(end of month) Unadjusted Adjusted 1/
1962 - December 3,610
1963 - January 3,744 +134 #34. -

~ February 3,889 +145 +145
Maxch 3,998 +109 +109
April 4,050 + 52 +126
May 4,200 +150 +150
June 2/ 4,258 + 57 + 49
July 4,219 - 38 +184
August 4,295 + 76 + 81

September 4,322 + 27 + 49

1/ Adjusted for changes in IMF position, debt prepayments, subscriptic
to international organizations by franc area countries, and transfer of $8
lion of IBRD certificates out of reserves in April.

2/ Scheduled debt payments of $63 million were made in June.

Source: Ministry of Finance.

Table 3. France: Commercial Banks' Net Foreign Position, 1963 1/
(in millions of dollars)

Net Position, Change
end of month in month
1962 - December -118
1963 - January -235 -117
February -226 - 11
March -275 - 49
April -260 + 15
May -229 + 31
June -241 - 12
July - 360 -119

1/ Assets and liabilities with foreigners in foreign currencies and
French francs. A minus sign indicates a net liability position. The 1963
data have been revised to show smaller net liabilities.

Source: OQECD.
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The surplus was $216 million, down $92 million from the $308 million surplus in

January-March 1962, Almost all of the decline was caused by an $84 million deteri-

- oration in the trade balance. Changes in other current items were small, and private

long-term capital inflow of 8115 million was up $2 million from a year earlier.

xrade balance improves further in June-August

Since the end of May, the French trade balance has undergone a distinct

improvement.

The seasonally-adjusted deficit (imports c.i.f.) averaged $16 million
per month in June-August, compared with a monthly average deficit of $42 million in
‘ first quarter and $27 million in April-May. {(See Table 4, page 9a.)

' Imports (seasonally-adjusted) have been at a lower level since May: their
monthly average in June-August was 4 per cent less than in April-May, when imports
were inflated by exceptional demands related to the hard winter and the coal miners’
strike. Exports have retained most of the very sharp gain achieved in the spring.
Although their monthly average in June-August was 3 per cent under April-May, it was
still 11-1/2 per cent higher than in the first quarter.

Industrial output rose vigorously in second quarter

) During the second quarter, Frerch industrial production enjoyed a vigorous
Qvival from the winter and the #arch strikes. April output, seasonally-adjusted,
was up 10 per cent from the strike-depressed level ivc March: additional monthly
gains of 1.5 and 2 per cent cccurred inMay and June, respectively. (See Table 1. page 6a§;
June output was 5.6 per cent above the December level.

Activity rose most rapidly in construction and public works in order to

make up for time lost in the winter. Consumer demand continued to increase, as

did public investment and residential building expenditures. The outlook in the

equipment goods industries improved; the decline in new orders in this sector, which

began soon after mid-1962, leveled out or was slightly reversed in the second quarter.




Tablw 4, France: Seasonally-

Adjusted Foreign Trade, 1962- 63

(in millions of dollars;

11
I1I
Iv
1963 - 1
II
1963 - April
May
June
July

August

Imports, c.i.f.

576
587
639
663
661

723

706
766
697
737

685

Source: QECD.

monthly average or month)

Exports

620
602
609
624
619

702

710
708
687
715

669

Balance

+i4
+15

~-30

+5
-58
-10
~-23

-15
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INSEE experts, writing in July (before the stabilization program), foresaw

- a continuing increase in industrial production throughout the rest of 1963 at an

_ annual rate of about 6 per cent. Their July survey found entrepreneurs remaining

}iﬁgenarallyfaptimistic about the outlook for the next few months.





