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INTERNATIONAL FLOW OF GOLD AND DOLLARS, 1952

The downward movement in the total
gold and dollar holdings of foreign coun-
tries that began in mid-1951 was reversed
during the early part of 1952. At the end
of the year these holdings were 1.2 billion
dollars larger than a year earlier. The im-
provement resulted primarily from a sub-
stantial reduction in the United States ex-
port surplus, as exports declined and imports
of goods and services increased. Loans and
grants from the United States Government
to foreign countries declined somewhat and
the flow of private capital abroad remained
near its 1951 level.

Renewed progress toward monetary sta-
bility in most countries helped to bring
about the upward movement in foreign
reserves. This movement also reflected im-
proved supply conditions abroad and, in
some countries, tightening of import restric-
tions on goods from the dollar area.

Total gold and dollar holdings of foreign
countries, after falling 900 million dollars
during the second half of 1951, declined a
further 250 million in the first quarter of
1952. During the rest of the year holdings
rose nearly 1.5 billion dollars, and the in-
crease has continued in 1953.

The recovery in foreign reserves in 1952
took the form of increases in dollar holdings,
the bulk of which was invested in United
States Government securities. Foreign hold-
ings of such securities and of dollar deposits

FOREIGN GOLD RESERVES AND DOLLAR HOLDINGS
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NOTE.—Year-end data. Deposits include a small amount of
other short-term liabilities to foreigners.

attained their highest postwar levels during
the year. Foreign gold reserves declined
somewhat for 1952 as a whole, mainly as the
result of substantial sales during the first
quarter. Toward the end of the year foreign
countries were purchasing gold from the
United States, and this movement has ac-
celerated in 1953.

Although foreign countries as a whole im-
proved their gold and dollar reserve posi-
tion in 1952, changes in reserves varied
widely among countries. The countries of
Continental Western Europe as a group
added about 1.2 billion dollars to their gold
and dollar holdings, the increase represent-
ing an acceleration of the rise in process since
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1948. On the other hand, the reserves of the
United Kingdom and of the Sterling Area
as a whole declined about one-half billion
dollars, despite improvement during the
latter half of the year. The rest of the
world experienced a net increase of one-half
billion dollars in gold and dollar holdings
during the year, accounted for primarily by
increases in Canada and Japan.

Improvement in balance of payments posi-
tions in 1952, as reflected in growing foreign
reserves, has given rise abroad to reconsidera-
tion of trade and payments policies, with a
view to relaxing trade restrictions and pro-
moting convertibility of currencies.

GOLD AND DOLLAR MOVEMENTS

Changes in total gold and dollar holdings
of foreign countries result from their transac-
tions with the United States and with inter-
national institutions (principally the Inter-
national Bank and the Monetary Fund) as
well as net movements of new foreign gold
production into monetary reserves. Total
holdings of foreign countries as discussed in
this article consist of the gold and dollar
reserves of foreign central banks and govern-
ments plus dollar holdings on private foreign
account as reported by banks in the United
States.

The distribution of official reserves between
gold, dollar deposits in Federal Reserve and
commercial banks, and short- and medium-
term United States Government securities de-
pends upon the preferences of foreign mone-
tary authorities as to the form in which they
wish to hold their reserves. Private dollar
holdings, which at the end of 1952 consti-
tuted nearly one-half of reported foreign
dollar holdings, take the form largely of
dollar deposits. In general, changes in total
foreign gold and dollar holdings reflect
changes in monetary reserves, since private

dollar holdings usually show only limited
fluctuations.

United States gold transactions. During
1952 total gold reserves of foreign countries
declined 229 million dollars as compared
with an increase of 35 million in 1951 and
a growth of about 2 billion dollars in 1950.
Net sales of gold by foreign countries to the
United States amounted to 394 million
dollars during the past year, as compared
with 75 million in 1951. These annual totals,
however, conceal large quarterly fluctuations.

The large inflow of gold to the United
States that began in mid-1951 continued
through the first quarter of 1952, when sales
to this country amounted to 557 mil-
lion dollars. As may be seen from the table,
the United Kingdom accounted for most
of these sales. In the second quarter the bal-
ance of payments of the Sterling Area im-
proved and gold sales by the United King-
dom to the United States ceased; as a result
net foreign sales of gold to this country de-
clined substantially. The United States sold
268 million dollars of gold in the fourth quar-
ter when the Netherlands and the United
Kingdom converted a portion of their rising
dollar reserves into gold.

Largely as a net result of these movements,
the monetary gold stock of the United States
rose during 1952 from 22.9 to 23.3 billion
dollars. Gold sales in early 1953 brought the
total back to 22.8 billion at the end of Feb-
ruary. The United States share amounted to
64 per cent of world gold reserves (exclud-
ing those of the U.S.S.R.) at the end of 1952,
compared with 60 per cent at the end of 1945.

Other gold transactions. The newly in-
stituted service whereby the International
Monetary Fund acts as an intermediary
for member countries who wish to buy
or sell gold has facilitated transfers among
foreign countries. These transactions, as
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N E T FOREIGN PURCHASES OF GOLD FROM THE UNITED

STATES, 1952 1

[In millions of dollars]

Area and country

Western Europe (other than
United Kingdom):

Belgium and Belgian
Congo

Germany (Federal Repub-
lic of)

Greece
Netherlands
Switzerland
Other Western Europe. . .
Bank for International

Settlements

Total

Other Continental Europe

United Kingdom . . .
Union of South Africa
Canada

Latin America:
Argentina
Colombia
Mexico
Uruguay
Other Latin America

Total

Asia

Grand total

Jan-
Mar.

—20

12

—23

- 2

-33

—520
- 4

18
— 11
- 1 0

- 4

3

-557

Apr.-
June

- 7
y

5
-101

2

- 9 4

2

-106

July-
Sept.

2

2

(2)

1

Oct.-
Dec.

26

10

100

10

2

148

80

20

25
- 5
- 2

38

2

268

Year

6

10
12

100
- 2 3

10

115

-440
- 1 2

- 7

20
23

- 8 8
- 1 5

2

- 5 7

7

-394

1 Minus sign indicates net sale to the United States.
2 Sale less than $500,000.
NOTE.—Details may not add to totals because of rounding.

well as European Payments Union settle-
ments in gold, resulted in a consider-
ably greater volume of gold transfers among
foreign countries in 1952 than in previous
years, when a relatively larger proportion
of gold transactions had involved the United
States as buyer or seller.

Net foreign gold sales to the United States
plus net transfers of gold to international in-
stitutions by foreign countries amounted to
556 million dollars during the year, but the
net decline in foreign gold reserves was only
229 million. Thus foreign monetary au-
thorities acquired about 325 million from
new foreign production. Since total foreign
production (exclusive of the U.S.S.R.)
amounted to an estimated 790 million dol-
lars for the year, however, it would appear
that some 465 million of gold went into in-
dustrial uses, private holdings, or was other-

wise not accounted for. This residual was
25 per cent smaller than in 1951, though sub-
stantially larger than in previous years. The
decline in the residual coincided with a fur-
ther softening in the so-called free market
price of gold.

Changes in foreign dollar holdings. Dol-
lar holdings of foreign countries increased
more than 1.4 billion dollars during 1952,
renewing the upward trend which, with in-
terruptions in 1949 and 1951, has been in
evidence since the end of 1947. The increase
in 1952 was shared by most foreign countries
and was concentrated in official holdings,
which rose 1.3 billion dollars. Official de-
posits at Federal Reserve Banks changed
little during the year, while such deposits at
commercial banks increased about 400 mil-
lion dollars.

In adding to their official dollar holdings
in 1952, foreign countries invested more than
800 million dollars in United States Govern-
ment securities, mostly held for their account
at Federal Reserve Banks. The net increase
in foreign security holdings continued an up-
ward trend evident since the end of 1947.
From that date, when United States Govern-
ment securities represented about 12 per cent
of foreign official dollar holdings, monetary
authorities have held an increasing propor-
tion of their rising dollar reserves in the
form of securities; by the end of 1952, 50
per cent of official dollar holdings were in
this form.

FOREIGN RESERVE POSITION

The increase of 1.2 billion dollars in 1952
brought aggregate gold and dollar holdings
of foreign countries to 20.4 billion at the end
of the year. The latter figure compares with
the postwar low of 14.7 billion in September
1948 and is close to the postwar high at the
end of 1945. In 1945, however, the value
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ESTIMATED CHANGES IN FOREIGN AND INTERNATIONAL GOLD RESERVES AND DOLLAR HOLDINGS DURING 19521

[In millions of dollars]

Area and country

Western Europe (other than United
Kingdom):

Belgium-Luxembourg (and Bel-
sian Conco)

France (and dependencies)
Germany (Federal Republic of).
Italy
Netherlands (and Netherlands

West Indies and Surinam)...
Portugal (and dependencies)...
Sweden
Switzerland
Other Western European coun-

tries and accounts3

Total

Other Continental Europe4

Sterling Area:
United Kingdom
U. K. dependencies
Union of South Africa
Other sterling area 6

Total

Canada

Latin America:
Argentina
Brazil
Cuba
Mexico
Uruguay
Venezuela
Other Latin America

Total

Asia:
Indonesia
Japan
Philippine Republic
Other Asia

Total

All other countries

Total foreign countries.

International7

Grand total

Holdings at
end of 1951

Gold
re-

serves

697
2 568

28
333

340
283
152

1,452

791

4,644

319

5 2,200

190
436

2,826

850

268
317
311
208
221
373
257

1,955

279
133

7
363

782

178

11,554

1,530

13,084

Dollar
hold-
ings

201
885
406
300

184
48
72

521

403

2,470

35

643
100

7
160

910

1,307

250
100
264
158
85
72

476

1,405

W
596
330
317

1,384

150

7,661

1,641

9,302

Increase or decrease (—), 1952

Jan.-Mar.

Gold
re-

serves

4

" i 3

24
9

62
- 2 0

84

176

-700

- 2 1
11

-710

24

10
- 2 3
- 1 0

"ii
- 9

15

15

- 5 0 4

2

-502

Dollar
hold-
ings

-1
-88
-44
-8

-6
1

-9
H

38

-43

-2

141
5
2

-15

133

33

-60
-1
24
14

-1
-5
43

14

86
2
4

92

22

249

-79

170

Apr.-June

Gold
re-

serves

46

64

4

- 1
- 2 4

95

184

- 7 5

"-2 i"

- 9 6

19

- 3
-115

3

-115

1
- 1 5

1
3

- 1 0

- 1 8

5

- 1 3

Dollar
hold-
ings

22
48
91

—25

57
-1

6
66

-35

219

-11

10
-2

2
H

34

163

-43
-18

28
H
14
63

-18

50

35
49

-1

84

-21

518

51

569

July-Sept.

Gold
re-

serves

50
10
26

- 1 8
3

- 1 1
- 4

- 3 5

21

- 5 0

""io

- 4 0

- 1

•'-38'
17

- 2 1

1

1

- 4 0

146

106

Dollar
hold-
ings

17
105
33
25

148
10
9

14

175

536

1

72
5
1
I

79

42

-17
8
5

37
-6
25
6

58

-89
42

-13
73

13

-18

711

-31

680

Oct.-Dec. P

Gold
re-

serves

- 9
15
22

218
9

- 1 8
7

- 1 9

225

125

137

4

20

" - 6 6 '
57

- 4

••• — •

6

- 4 5
3

3

- 3 9

333

9

342

Dollar
hold-
ings

12
-69

65
16

-136
9

13
27

-63

8

-54

12
7

-31

21

9
-16
-20
—2

1
-9
50

13

-26
35

-5
27

31

-26

-47

13

-34

Year?

Gold
re-

serves

91
25

112
13

228
21
32

- 4 1

125

606

-700

" - 2 0 *
11

-709

46

20

" - 9 7 '
- 6 4
- 1 4

-139

- 4 4
- 1 2

2
21

- 3 3

- 2 2 9

162

- 6 7

Dollar
hold-
ings

50
46

145
8

63
19
19

121

178

649

-4

169
12
17
17

215

259

-111
-27

37
73
8

74
81

135

-80
212

-15
103

220

-48

1,431

-46

1,885

Holdings at
end of 1952 P

Gold
re-

serves

788
2 593

140
346

568
304
184

1,411

916

5,250

319

5 1,500

170
447

2,117

896

288
317
214
144
207
373
273

1,816

235
121

9
384

749

178

11,325

1,692

13,017

Dollar
hold-
ings

251
381
551
308

247
67
91

642

581

3,119

31

812
112
24

177

1,125

1,566

139
73

301
281
93

146
557

1,540

61
808
315
420

1,604

107

9,092

1,595

10,687

p Preliminary.
1 Dollar holdings represent both official and private holdings reported by banks in the United States and include deposits, U. S. Gov-

ernment securities maturing within 20 months after date of purchase, and certain other short-term liabilities to foreigners.
2 Represents gold reserves of Bank of France and French dependencies only.
8 Includes holdings of Bank for International Settlements (both for its own and European Payments Union account), gold to be dis-

tributed by the Tripartite Commission for Restitution of Monetary Gold, and unpublished gold reserves of Western European countries.
4 Excludes gold reserves of, but includes dollar balances held by the U.S.S.R.
* Estimated gold holdings of British Exchange Equalization Account, based on holdings of gold, U. S. and Canadian dollars as re-

ported by British Government.
6 Excludes Eire and Iceland, which are included under "Other Western European countries and accounts."
7 Includes holdings of International Bank for Reconstruction and Development, International Monetary Fund, and United Nations

and other international organizations. Excludes holdings of Bank for International Settlements, which are included under "Western
Europe."

NOTE.—The total referred to most frequently in the text is total foreign countries, shown in bold-face type. International insti-
tutions are shown separately for the purpose of providing more complete coverage of the movement of gold and dollar holdings.
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INTERNATIONAL FLOW OF GOLD AND DOLLARS, 1952

of world trade was considerably lower than
in 1952. International institutions added
more than 100 million to their gold and dol-
lar holdings during 1952, as is shown by the
next-to-last line of the table on the preceding
page.

There was considerable variation from
quarter to quarter in the movement of for-
eign gold and dollar holdings. Most of the
year's increase occurred in the second and
third quarters. In these periods there were
large increases in dollar holdings and only
small reductions in foreign gold reserves.
In the first quarter, when gold reserves
fell sharply and dollar holdings rose only
moderately, there had been a net decrease
in total foreign reserves. The subsequent
increase in total gold and dollar holdings,
which reached its peak rate for the year in
the third quarter, continued in the fourth
quarter. In that quarter foreign countries
also began to convert their dollar accretions
into gold.

The International Bank for Reconstruction
and Development and the International
Monetary Fund made small net gold and
dollar disbursements to foreign countries in
1952. A net inflow of gold and dollars to
the Fund was more than offset by net dollar
disbursements by the International Bank to
foreign countries. Most of the Bank's dollar
receipts were obtained in the United States.
It floated over 100 million in dollar bonds
primarily in this market and also sold mod-
erate amounts of dollar loans from its port-
folio to United States investors.

United States balance of payments. Net
transfers of gold and dollars to foreign coun-
tries as a result of transactions with the
United States are shown in the bottom sec-
tion of the chart. The United States export
surplus on current account—which includes
goods, services, and remittances—declined to

1.8 billion dollars during 1952, compared
with 3.2 billion during 1951. This reduc-
tion resulted from a fall in exports (net of
military aid) and a rise of similar magnitude
in total imports of goods and services and
United States remittances abroad. In the
third quarter, when the effects of the do-
mestic steel strike and of increased foreign
restrictions on dollar imports were felt con-
currently with the seasonal low in agricul-
tural exports, the United States had a small
import surplus, as is shown in the top section
of the chart.

UNITED STATES BALANCE OF PAYMENTS
SELECTED COMPONENTS

U. S. GOVERNMENT
ECONOMIC GRANTS and LOANS

OUTFLOW of
PRIVATE CAPITAL

NET TRANSFERS
OF GOLD and DOLLAR HOLDINGS

TO FOREIGN COUNTRIES <

1951 1952

NOTE.—Quarterly data. Net transfers of gold and dollar
holdings, compiled by Federal Reserve, include net foreign
purchases of gold from United States plus net increase in
foreign dollar holdings. Other data are derived from U. S.
Department of Commerce statistics. Export surplus is the
excess of exports of goods and services (minus military aid)
over imports of goods and services (plus remittances). U. S.
Government loanŝ  and outflow of United States private capital
are on a net basis and exclude short-term funds.
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INTERNATIONAL FLOW OF GOLD AND DOLLARS, 1952

The ability of foreign countries to increase
their gold and dollar holdings during 1952
despite their continuing, though reduced,
dollar deficit on current account is explained
by the utilization of United States Govern-
ment loans and grants and the continuing
flow of private capital from this country.
Loans and grants (excluding military aid)
declined from 3.1 billion dollars in 1951 to
2.3 billion in 1952, and private long-term
investment amounted to more than 800
million dollars in 1952.

CHANGES IN HOLDINGS OF INDIVIDUAL AREAS

The over-all increase in foreign gold and
dollar holdings was distributed unevenly
throughout the world. Continental West-
ern European countries (including the Bank
for International Settlements and the Euro-
pean Payments Union) added over 1.2 bil-
lion dollars to their holdings whereas those
of the United Kingdom and other Sterling
Area countries declined about 500 million
dollars. In the Western Hemisphere, Ca-
nadian holdings increased about 300 million
dollars, while those of the Latin American
countries as a group showed little net change.
The countries of Asia added about 190 mil-
lion to their holdings.

The gold and dollar holdings of the
Sterling Area fluctuated more widely than
those of other areas, as the chart shows.
The large outflow in the second half of
1951, amounting to 1.3 billion dollars, con-
tinued in the first quarter of 1952, but was
almost halted in the second quarter. In the
last half of 1952, however, reserves increased
somewhat as more stringent monetary pol-
icies and tightened import restrictions made
themselves felt.

The distribution of reserves among Euro-
pean and Sterling Area countries was af-
fected by European Payments Union settle-

ments as well as by transactions with the
United States. The United Kingdom, which
settles the accounts of the whole Sterling
Area, had the largest deficit with the EPU.
It paid 490 million dollars to that institution
during the first nine months of the year; a
substantial improvement in the United King-
dom's intra-European payments position in
the last quarter enabled it to regain 215 mil-
lion dollars from the EPU during that
period. France was another large debtor on
EPU account; its payments in gold and dol-
lars amounted to over 225 million during the
year. Belgium, Germany, and the Nether-
lands were important net creditors, receiving
220 million, 150 million, and 110 million
dollars, respectively.

In addition to its EPU surplus in 1952, Ger-

FOREIGN GOLD RESERVES AND DOLLAR HOLDINGS
BY AREAS OR COUNTRIES

CONTINENTAL
WESTERN EUROPE

Billions of Dollars

UNITED KINGDOM and
OTHER STERLING AREA

s. ^

10

1946 1948

NOTE.—Quarterly data.

1950 1952
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INTERNATIONAL FLOW OF GOLD AND DOLLARS, 1952

many received dollars from large United
States military expenditures, which enabled
it to offset its trade deficit with the United
States and to build up its gold and dollar
reserves. In the third quarter Germany paid
its gold subscription of 33 million dollars to
the International Monetary Fund and its
dollar subscription of nearly 7 million to
the International Bank.

Thus far European countries have earned
only small amounts from the recently in-
stituted program under which the United
States Government procures military equip-
ment abroad for the use of foreign coun-
tries. As orders are filled, however, such
earnings are expected to rise significantly.
The only large dollar outpayment on this
account in 1952 was an advance of over 150
million dollars to France by the Export-
Import Bank in the third quarter, to be re-
paid from dollars earned through the off-
shore procurement program. About 50 mil-
lion of this advance was repaid before the
end of the year. France obtained enough
dollars last year from these advances and
from United States economic aid to increase
somewhat its gold and dollar holdings, not-
withstanding its deficits with EPU and the
dollar area.

The continuing upward trend in the gold
and dollar holdings of Continental Euro-
pean countries since the beginning of full-
scale aid in 1948, and the difficulties of the
Sterling Area in maintaining a satisfactory
reserve position, are reflected in these areas'
relative shares of total world reserves. In
1945 the Sterling Area held 20 per cent of
world gold and dollar holdings, as compared
with 39 per cent for Continental Western
Europe; by the end of 1952 the proportions
were 16 per cent and 41 per cent, respectively.

The net increase in the gold reserves and
dollar holdings of Asiatic countries outside

the Sterling Area was concentrated in Japan,
which continued to earn large amounts of
dollars from United States troop expendi-
tures and procurement orders to support and
supply forces in Korea. During the third
quarter of 1952, Japan made subscription
payments of 62.5 million dollars to the Mone-
tary Fund and 5 million dollars to the Inter-
national Bank.

Among the Latin American countries,
Argentina, Brazil, and Cuba experienced
sizable reductions in gold and dollar hold-
ings. The decline of 27 million dollars in
Brazil's holdings was accompanied by an in-
crease in Americans' short-term claims on
Brazilians, as reported by banks in the
United States, of about 170 million dollars,
bringing such claims to about 355 million at
the end of the year.

MONETARY RESERVES AND PAYMENTS POLICIES

As 1952 ended, most countries of the free
world were experiencing high levels of eco-
nomic activity without marked inflationary
pressures. Despite larger defense expendi-
tures, balance of payments difficulties were
again declining in importance, as during the
pre-Korean period. Furthermore, the im-
provement during the year in the balance of
payments of the Sterling Area did not retard
progress by many other countries toward bal-
ance in their external accounts. Reflecting
these conditions, total foreign gold and dol-
lar reserves were again rising and most coun-
tries of the free world were sharing in the
increase. These favorable developments may
be regarded as an indication that the coun-
tries of the free world have for the most
part succeeded in adjusting to the changes
in economic conditions brought about by the
Korean conflict.

During the first year after the Korean
outbreak, the upward movement in foreign
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monetary reserves, that had begun after the
exchange rate adjustments of September
1949, accelerated markedly in response to ex-
pansion in both volume and prices of United
States imports. Subsequently, from mid-1951
through the first quarter of 1952, foreign
reserves were reduced significantly. This
decline resulted primarily from a sharp de-
terioration in the balance of payments of the
United Kingdom, Australia, India, and cer-
tain other members of the Sterling Area as
well as Brazil and a few other countries. It
reflected inflationary pressures and the re-
building of low inventories in the United
Kingdom; higher spending in other coun-
tries much of which was in response to the
earlier increase in export earnings; and de-
clines in prices of raw materials. The United
States and a number of the countries of Con-
tinental Europe by mid-1951 had already
succeeded, largely by the use of monetary
and fiscal measures, in overcoming the in-
flationary tendencies which followed the
Korean outbreak.

During 1952 the United Kingdom and the
other principal Sterling Area countries were
more successful in combating inflationary
pressures. The downward movement in
their gold and dollar reserves was reversed
by means of more restrictive internal finan-
cial policies and tighter direct controls on
imports. This improvement has continued
in 1953.

In these circumstances, attention is being
focused on the desirability of a fresh approach
to world trade and payments problems. A

progressive replacement of aid by trade that
is based on currency convertibility and free
international commerce is now widely recog-
nized as an objective that will provide an
appropriate framework for sustained expan-
sion of world output at stable prices. Both
the recent British Commonwealth Economic
Conference and the Fourth Annual Report
of the Organization for European Economic
Cooperation have emphasized the need for
early action toward the achievement of this
objective. The United States has for many
years supported these views.

Progress toward greater freedom in trade
and payments depends upon further easing
of those balance of payments strains that
have given rise to existing restrictions on
trade and on the transferability of currencies.
Policies that foster internal financial stabil-
ity, and therefore contribute to the achieve-
ment of over-all balance in the external ac-
counts of deficit countries, are generally rec-
ognized as prerequisites for relaxation of
trade and payments restrictions. A further
prerequisite is that creditor countries main-
tain high levels of economic activity and
pursue commercial policies that encourage
foreign trade. Finally, if the conditions for
sustainable balance in international accounts
were fulfilled, a more satisfactory level of
monetary reserves would help foreign coun-
tries to progress toward greater freedom of
trade and payments with confidence that un-
predictable reactions would not necessitate
new restrictions.
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