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We are attaching two preliminary memorende on the probable
foreign demend for U. 8. goods in 19&5 end 1946 which have been pre-
pared by the Internationel Section at our suggestion.

The mein points of the memorsnda may be summariéed as fol-
lowss

1. Exports are expected to emount to §7 or $8 billion a year
in this period. These estimates essume that we shall continue in
operation some controls over our sales sbroad, et least for those
products like automobiles or tires thet will be critically short in
the domestic market.

2. Demand for products will fall heavily on food (fats and
oils, particulerly), textile products, industriel mechinery end sup-
plies which mey be in short supply here in this period. How great the
pressure will be on our merkets will depend on the extent end nature
of supplies end capecity released after the defeat of Germany and on
the surplus stocks of these things thet we have in Europe et that time.

%+ Total gold and dollar resources that foreigners could
spend in our markets in 1945 end 1946 will be very great. As shown
in Mr. Gardner's memo, availeble reserves in gold end official dollar
balances may amount to $2l4.5 billion and an edditional $15 billion mey
be evailable from other sources, including American imports end offi-
cial assistence. Except for the Axis group and Spain, every foreign
country has far greater reserves today than in 1929. How much of these
reserves they will be willing to use in this period is difficult to
measure.

L;. The distribution of dollar and gold resources by countries
in relation to probeble petterns of trade indicate that there may be
some finencial limitetions on exceedingly heavy purchases in our
markets, particulerly by Europe. Lurope may be feced with a very
heavy drain on its reserves, possibly 86 or §7 billion per year, by no
means all of which would flow to the United States. Europe may thus
have to teke advantage of any assistance available from loens, relief,
end foreign investment. Should this heppen, however, Latin America
mey add to its already large reserves, which, after a lag, might be
used in our markets.
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Ve [ : (CONTAINS SOME CONFIDENTIAL DATA)

C s PRELIMINARY NOTES ON.PROBABLE' FORVIGN DEMAND
. FOR UNITED STATES GOODS IN'1945-1946

A4 L. -Foreign purchases of ‘American goods in the years 1945 and
1946 will be governed by three factors:

Ly
g

1) The dollur purchasing power that foreign céuntries
are¢ in position to employ;

b) The foreign‘need for American goods;
¢) The amount of oxports this country will permit.

2. The dollars forcign countries will huve may be roughly esti- ;l
mated as follows in billions of dollars: S

Gold ut the ond of 1944 : g VO
Gold output 1945-46 2.0
Official dellor bulances at end of 1944 4.5
Dollars acquired from U.S. military
- expenditures in 1945-46 ' 1.5
, Net Fund quotns availuble 2.0 _
c : Totsl reserves ik ; 24. 5 s
: ; : 5 i
. Army relief : e oG 5
. UNRRA expenditurcs ' : i3 1.3
¥ Bxport-Import Bonk ' ' B s i
- Internctional Bnnk ' 2.0
RObbrVLS plus official cssistﬁnco ey 5§.3
,Businoss invcstment R : s | 2
Reservesy: official assistchec, tmd , i
businosu 1nvbstments iy 30.0
‘Private bo lﬂanS held hcru by forcigners ° 2.0
Regserves, official assistonce, 'nd,
private credit : - 32.0
U.S. imports cnd nct services 8.0
Total dollars (or gold) foreigners
will heve in 1945-46 ° : 1 40.0

In addition poscibly 5 or 6 billion dollars of supplies may be provided
under Lend-Lease during this period in connection with thc Japocnese war
cnd with post-war delivery of equipment ordurbd during tho Europcwn or

Japanese phases of the war,

& 3. The dolidrs'foroignicountrics‘wi-ll havc in the nggregate

‘.; will bc greatly in excess of what they will fecl free to cmploy. Since
gold reserves are nceded to meintoin confidence in the nation2l currency
D@n&ajmrFRASéQd to guard ogrinet internationzl drains that moy develop in the future,
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no country will ‘be prepared to strip jitself of reserves, Whot portion of
their reserves foreigners will feel free to employ. is impossible to state
with zny precision. As o group foreign countriovs may haove 24.5 billion
dollurs of reserves (including Fund quetrs) to disposc of beforc the cnd
of 1946 us cgeinst 7 billions ot the end of 1929, Except for the Axis
group wnd Spuin «lmost every foreign country hos far greater reserves to-
duy thon in 1929. "World trode in doddor terms is motlikcly te be much
larger then in 1929. Prime focic, there would appear to be substontial
disposgnble reservcs. :

o

T Aud-ol

As regards the attitude of variocus countrics toward usc of their
reserves, o few comments moy be mode. Legel reserve requirements agtinst
notes ond central bank deposits no longer heve their pre-war foree, War
has driveon home the fact that they ecn be easily rltered by ¢ stroko of
the pcn. Englond, for instance, hos eliminated legrl gold reserve require-
nents nltogether and so hove Canada cnd other countries., Nations setting
up new binking arrcngemente cfter the war, 2s o great mony will have to do,
can readily follow the fashion of the day and reduce or liberalize domes-
tic reserve requirements, which arbitrorily tie up their gold., Fronce and
other occupied countrics hove stated repeatedly that they intend to usc o
substential part of their gold roseryqs for relief ond reconstruection.
Latin American countrics hnove indiented that the rescrves they have accu-
mulated during the wer must be regarded ns temporary. On the other hend,
England o»nd Cinada have made it cleor thut they consider it necessary to
maintain substcnticlly greater rescrves thon in the pdst (quitc apart from
“ny legal reserve requirements); cnd undoubtedly, whcp the test comes, it
will be found that most countries will be reluctcnt to sce their reserves
drovm down again to the levels of 1929, Recurrcnt outflows cven of surplus
gold may unsettle confidence, and, clthough modcin systems of exchonge
control may lorgely prevent capital flights, countries will wish to avoid
the domestic consequences of diminished confidence in the currency. Hence
we might regard 10 billion dollars ~s ¢ll thot foreign ccuntries will be
willing to utilize of their 24.5 billion of gold and officicl dollar bol-
ances, This would leave them with double the resecrves of 1929 -- in prac-
tice really morc thcn that becnuse the mobile resources of the Fund, which
can be mossed at ony denger spot, are far more powerful then o corresponding
cmount of independent rescrves divided anong mapy countries.

o

Adding to this 10 billion dollare of rescrves that might be used
the 5.3 billion of funds that may be made available by the official ugencies
and the-0,2 billion of custimated business investment would reise the totel
that foreign countries might employ to 15.5 billion.. Use of private foreign
balonces would probably not citer this figure ruch, sinco such bolonces
are likely to be mcinteined at something like the presecnt volume for working
and other purposes; but, allowing for partiul use of them, we might round
off the figure to 16 billicn dollars.

If then forcign exports of godds tnd net services to the United
States are in the neighborhood of 4 bdillidn dollars a year, foreigners will
have about 24 billion dollars to spepd in the United States (without unduly
f-” reduc;ng,theirAreservcs) in the ycars 19Z5fL63 They could, of course,

vy .
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employ more than this if their needs for Americqn goods were. sufficiently
intense to justify further uge of- their reserves. In.fact, however, they
may be content to employ less because; after a gertain point is passed, P
their needs may not be of such a pressing.character that they will wish
to incur debt or diminish their rescrves, in.order to Setlsfj them wnd they
will 2djust their international controls uccordingly. £ o .
4. "The Wor Production Bocord hes made 2 confidential cstimnte
that in the two years following the ond of Europenn hostilitics United
Stotes cxports including Lend-Lense may reoch on cnnual rate of about 7
billion dollcrs (see appended tables). This ossumes. stonderds of food
consumption nbroad that are but little. higher than those muint ined during
the war, not much further appliccotion of the "scorched ‘earth" policy, and
restoration progrems aiming only ot pre-wor levels., It. ulse nssumes fi-
n:neing difficultices, shipping limitaticns, 'nd United Stotce restrictions
cn the supply of some items, It is hardly, thcrefore, on estinate of cll
thot forcign countries might deeide to buy herc if thore were no finaoneing
difficultics or nc United States restrictions on the supply.

o

The figure of 7 billion dollars :nmuclly is, in foet, lessg thon
United Stotes exports cfter the first World War when, for two years, ex-
ports were ot «n average rato of 8 billion dollars, considerably moré thon
three times the pre-war level. Prices, however, rosc much farther in the
c¢arlier poriod than seens probable thia timo. R,

) If United States exporto during 1945-46 do.not exoeed on ﬂgg:o-
gate of ‘14 billion dollars imcluding Lend-Lonse shipments, .the 24 billion
dollers of purchasing power which foreigners might be prop"rud to. cmpluy
‘will ‘be =mple. In fuct o question could be raised ng. to why s wvith’ that '
much purchasing power, forcign governments should mnot reapond more, eusily
%o thec pressurecs that they will be under to expedito. r;covcry and build up
~the stondard’of living of their pceople. TN@ recsons may. be °uggusted
First, the rate at -which the foreign world.ccn moke yse of,gur goods will
dcpcnd in part on how repidly it gets the processcs cf pcuc»time produc~
tion orgénized and cperating. It ccnnot .put blucprints immcdic tely into
operction. Second, the foreign world, even though it is preporcd to use

""10 billion 'dollars of its resorves, may not wish to do so in the first two
years after thc war even though these will bg the critical years. While

- these reéasons may give pluusibility to o figure substontially less thon
24 billion dollars, the fact romcins that the cstimato of 14 billion deol-
lars is ccnservotive and hos been held in check by assumed fincpeial limi-
tations and United Stutces restrictions -- fuctors thot irn this oneo lysis
arc being hondled separately.

L

If our export trude were in fact no lerger thon 14 billion dol-
lars, including Lend-Lease, ond imports werc 8 billion in the period 1945-46
it is apparent from the figures on the first page of this momorcndum thot
foreizners might find their reserves comnsiderably higher in 1946 thon the
unprecedentedly high levels reached in 1944. That this should be the cuse
2t the end of the eritical post-war poeriod scems hard to belicve in view
f-‘ of the exprossod intention of the wor-dimaged countrics to usc their re-
‘.{ scrves freely for reconstruction :nd tho pressurce of long-stnrved demcnds
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in Latin Amerjcc und elsewhere. It is possible, of course, that the 3
billion dollzrs of .loons sssumed for the ‘Export-Import Bcnk and the Inter-.
nctional Bank fogether in the two-ygar péridd is somewhat high, but it
could bo cut in half.cnd etill léave foreign reserves at.'a new peck in
1946." All this emphcsizes the conservntive .chardeter of the 14 billion
dollar figure unless this country imposes limits on the effective foreign
demond for our goods, . , ot dul

[

5. EVUn a 14 billion dollar foreign demond for: Americen, goods in
1945-46 moy prove disturbing to our markets. WHether or not ‘this is the
case will depend .upon. the commodities on which it falls, If these are to
be found in surplug inventories or can immediately be produced by plants
roleasged from war production, the foreign demnd will have a stacbilizing
effect, It.cppears, howover, thaot the demand will fcll to a comsidercble
extent on fats and oils, textile products; certain categories of industrial
machidery cnd supplies (such as trucks and tires) which, in thé language .
of the W.PR.B, report, "are likely to be under.a-system of allocation" for
the period under review., Only raw materials, amounting to about one-tenth
of total requirements, represent surplus markets in the main. Forelgn de-
m:nd directed toward raw motcrials will assist in stabilizing the economy;
but much-of the foreign demond will merely intensify the problem of control
within the United States. ' i

6. Mr. Herley hos prepared an’ Lnalysis from o rather different
stondpoint designed to show how foreign demend might be sprend around. mﬂth
much of it never reaching the United States. His analysis is glven as on
appendix to this memorondum., ‘He starts with the assumption that the prime
mover in the situotion will be Burope, ©nd that Europe will need imports
about equal in physicol volume to those of 1938 aclthough its exporting . .
power 'in physical terms will equnl only two-thirds that of 1938, This will
give Burope &n ndverse trade of about 9 billién dollars a year in the period
1945-46. Much of Burope's demand, however, will be directed to other.arens
thin the United Stotes. These othet arens will, of course, find their pur-
chasing ‘power vis-a-vis the United Stctes enlarged by the increased European
purchases of their products; but Mr. Harley nssumes that the United Stctes
will check these demonds by continuing its wortime system of allotments in
order to avoid 2 pricé seramble, and hence the Buropean purchases in these
other areas will leorgely serve merely to increase the internationel monetary
reserves of those areas rather thcn their purchases in the United States.
The final picture with which he emerges is given briefly in the table below.

L
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ESTIMATED ANNUAL FOREIGN TRADE IN 1945-1946 PERIOD
(In billidns of dollars) ‘

[

Eggorts h; ' "Imgorts . Balance
(To world)‘.‘ (From world) SRy
United States ) i7.8 : 3.0 4.8
E‘lrope X 1055 i i" 2001 . -2.1 H
: : ‘ C=he3
(To U.S.and °  (From U.S,and
Europe) Furope)
Latin America 3.3 2.0 1.3'
Canada 23 1.1 1.2
Asia ‘ 1.9 1.5 ol
- Oceania 1.5 6 9
Afric& 108 l.L E 0[‘
4e2

A few comments may be made on this table. Mr, Harley comes cut with a
somewhat larger export totcl for the United Stotes thon did the War Pro-
duetion Board, even though like the Boord he is assuming cllotment limi-
tations on our exporte cnd even though he assumes a lower physicul volume
of exports to Asia thon in 1938. He obtains o lower figure for cur imports
then wes assumed earlier in this memorcndum -- 3 billion dollars as against
4 billion. His 3 billion dollar figure represcnts about the same physical
volume of imports as in 1938 whon our foreign buying wes on a2 reduced scule
following collcpse of the inventory boom of 1937. e,

«

The most notewcrthy feutures of Mr. Harley's table, howeve,r_,_'z:re
the heavy net imports of Europe and the fact that he has every area outside
of BEurope adding substontially to its alreciiddy swollen war reserves, Iuro-
pecn net imports for the two years are nssumed to be 18 billion dollurs.
Mr. Haerley onticipates that some 5 billion of this will be covered by puy-
ments on services, Just how the remcining 13 billion dcllars will be fi-
ncnced is something of a question. Europe should heve over 12 billion deol-
lors of gold wnd dollar bolonces at the end of 1944. New gold production
and United Stoates military expenditures moy add cnother half billion; ond
official assistance might bring the total up to 17 billion dollars, Addi-
tion2l amounts might be squeezed out of private bnlcnces and business in-
vestment and a billion or two from the Fund., Continucnce of Lend-Letse
to Englund ond possibly other Europeon countries while the Japunese wor
lasts cnd continued Lend-Lease deliveries thereafter in fulfillment of
war orders for ecquipment such cs oil pleonts or ruilway signnl systems,
which take o long time to producc but are ¢s useful in pcace as in war,
m~y supply Europc with soveral billion dollars of goods for which it does
not hove to find immediate means of payment. But on Mr. Harley's assump-
tions it would lock 28 if Europe would have to moke the most of cvery pos-
8ibility of outside nssistonce unless it is prepared to mcke very substan-

& tial drafts on 1ts reserves of gold cnd officicl dollar belomces,
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perience. He concludes, for instunce; thet Lotin Americo, which has
built up reserves several times those of the pre-war period and which
has cecumulated large unsotisficd demunds for durable consumer goods

ond industrial equipment, will =2dd further extrcordinary cmounts to these
reservos instocd of draowing upon them to meet those demonds on o more
generous scale and to roise the stondard of living of the people. His
figures indicate thot 'this cmassing of gold und dollars would toke plzce
without cny borrowing on the part of Lotin America from the Export-Import
Bonk, the new World Bonk, or the Fund, If this picture proves to be cor-
rect, Latin America is in for further inflationary expericnces, <nd when
the United Stotes lifts its controls on ‘exports Latin American demend for
goods may be of unprecedented magnitude,

C Meanwhilc he pictures other arecas uvndergoing un opposite ox-

While these commente raise 2 number of qucstions, Mr, Harley's
pilcture of a Burcpeun demcnd that is not confined to the United Statcs
alone, but that spreads around the world, is significant. Though ¢ con-
siderable portion of this demond muy ultimctely rcach the United States,
there are innumercble possibilities for delay, or even for o permonent
bottling up of the effects, in the intervening countries.

o

Aug. 31, 1944

o
¢
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Occupied end enemy countrieo

‘GOLD AND DOLLAR RESERVES OF FORETGH cmm'rmm

ESTIMATED AS OF FND OF 1944

g in Burope P e g b o 5 vl S
France g loads i, 2.6
U. s. S. R. 1.8
Belgium .8
Netherlands 5
Rumenia e
Germany g
Italy A
Other .8
Total &1
United Kingdom 3.2
Buropean neutrals
Switzerlend $aly o
™ Sweden - o6 4
L, Portugnl 3 bt
Spain el
Toteal 1.9 _
""" Totzl Europe ¥
Latin America 3.0 2
Asia 248711
Union of South Africa B
Canada . B
All other 2l
Graond Total 19.0
Note: Areas are listed in this table somewhat in the
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order of the pressure they mcy be under to draw
down their reserves. Asia is listed below Latin
Americc only because importont scctions of it
mey be involved in war and on o Lend-Lease basis
for much of 1945-46.
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SECRET
U ACTUALL ’ND FORECAST EXPORTS OF CIVILIAN IYPIL COMMODITIFS ../
o ; A Bk AP T
) 1.949” AND 19431945
"~ Commodities ‘ 1939 ] 1943 ‘ 1944 ! 1945
(In millions of current dollars)
TOTAL * * 3,123 6,465 6,768 6,963
Food 312 1,689 1,900 1,905
Raw materials 557 1,072 """ 928 750
Machinery, and equipment 778 1,062 1,149 1,440
All other 1,476 2,642 * 2,794 2,868
(In millions of consteant dellars at 1939 pr_;'c':es) b/
TORAL 3,123 5,130 o SRS 5;535
Food 312 1,125 . 1,260 1,270
Raw materials 557 ' 965 " 8 675
~ Machinery.and equipment 778 920 " 990 1,240
& All other v 1,476 ° 2,170 " 2,295 2,350
8/ Excluding munitions.
_/ 1943 prices assumed applicable to 19[.4-1945 e P s
Source: p. 16 of Document No, 19, War Production Boqrd Bureuu of
Plzmning and Statistics, Planning Division, -
~
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ES'J.‘IMATED EXPORT REQUIREMEN‘TS 19 Aél,—l91.5
ASSUMING FUROPEAN WAR FNDS IN THL FALL OF 1944, _/
(In milJ.ions of 191.3 dollars)

: 1944 - 1945
1st Half|2nd Half|let Hclf|2nd Half
ALL EXPORT REQUIRMMENTS: TOTAL 3,160 3,608 . 3,883 3,080
Relief requirements: Total 110 73 1,38 755
Podid AT 200 275 180
Textiles, clothing & leather . 20 161 325 190
Medical and scnitary supplies 8 40 55 15
-Soap ' 3 12 20 13
Industrial rcechabilitation 18 -2t - 621 306
Agricultural rehabilitation 11 43 62 5L
Other export requirements: Totzl 3,050 2,875 2,525 2,325
~ Food ~ 850 800 750 700
- Textiles and clothing 175 175 175 175
Machinery and equipment 450 350 . . 200 200
Raw materials 475 450 400 350
All other 1,100 1,100 1,000 900

2/ Includes Lend-Lease and Direct purchases. :
Source: p. 11. csf Document No. 19, War Production Board, Burequ'of
Planning cnd Statistics, Planning Division. iy
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Note in explanation of the figurepon page 1

()

1. Gold at the end of 1944: Estimate largely besed on reserves reportéd |
by individuel foreign countries andjusted for foreign gold production
subsequent to dute of latest . reports.

2. Gold output 1945 463 Figure uomewhat below normnl pre-war production
reported in individual foreign countries plus about 400 million dollars
estimated for U.S,.S.R. on leas conclusive evidence. British consider

- our‘U S.58.R. figure as an undorstatement. 1 o ol

32” Official dollar balances at end qr 1944: Estimeted on basis of regular

reports of United States bnnks. -

4. Dollars acquired from‘Unitod St‘tes military expenditures in 1945-1946
The Far East will probably require 1 billion dollars ~nd it will “toke
time to disentangle ourselves from Burope.

5. Net Fund quotas available: 50 per cent of foreign quotns (which con be
drawn upon by members at the rate of 25 per cent o year) minus the
foreign gold contribution. The round figure somewhat understaotes the
net quotas and furthermorc the Fund. ecn 1n 1ts discretion lend assis-
tance beyond the quotas.

6. Army relicf: About 500 million dollars hns already been cllocated by
the Army for various countries in Eastern Europe. The remaining 500
million dollars is o rough estimate of Army relief in Western Burope
cnd enemy countries. This estimate has been arrived at in consultution
with Mr. Bennett, hecd of the Food Division of F.E Ad

©)

7. UNRRA expenditures: This is the whole amount which the United States
hes agreed to subseribe. Presumably it will 21l be spent in the first
_ two years. Should more be nceded Congress may provide i, .- -~eeemnen —oe

8. Export-Import Bank: This estimate, too, may have been -rounded off.om '
the up side; but plcns for expamding the Bank's resources aure clready
being worked out on the assumption that this institution may . have boir”
toke cdre of substonticl needs beforg the Intornatiomel Bank.starts
operating. !

9. Internationcl Bank: The Bank can hardly start operations before 1946;
but the demands upon it at that time may be enormous. Some economists
estimate the total foreign investment needs at 30 billion dollars in
10 years. One must balence the concentration of needs in the early
years against the difficulty of getting programs developed and approved.
Two billion dollars may be a bit optimistic.

10. Business investment: Anybody's guese; but it moy not tnkc American
industry long to start reclizing opportunities for expaonsion in this
Hemisphere ond some other arcas once copitol equipment for civilian
purposes is available., The figure given is low in comparison with the
~ average outflow of the inter-War period.

~
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Private balances held here by forcigners: Estimated on basis of
regular reports of United States benks.

U. S. imports and net services: The annual figure of 4 billion
dollars is about the rate at which imports have been running in
1944. The Commerce study of "Foreign Trade After the War" sug-
gests that with a nationel product of 175 billion dollars we

should expect imports of over 6 billion dollare a year. Even if
we could use such a volume of imports immediately, however, foreign
countrics could hardly supply them in the transition period, Hence
continuance of the existing rate is assumed with some imports de-
clining charply as stockpiling ceases and war demands shrink, but

a wide reonge of imports developing simultcneously to meet civilian
needs.

Net services are estimated at zero. Actuelly they were a
source of dollars to foreigners in the pre-war years and mey become
a substuntinl source again as the tourist trade develops. Even in
the immediate post-wor years, before the tourist trade attains large
proportions and while the United Statee is supplying its own shipping,
it is estimated that the bolonce will run slightly in fevor of the
foreigners. Travel expenditures, remittences to families, and pri-
vate contributions should 'be more than enough to take care of net
interest ond dividends duec the United States.

Federal Reserve Bank of St. Louis
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ESTIMATED PATTERN OF EARLY PQST-WAR TRADE' i
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C..R. Harley T b ER o
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The attached tables serve the limited purpose.of showing, first,

the probable general pattern of Furopeanm .buying in the early post-war years,
and, secondly, the probable pattern of United States trade during the same
period., They may prove helpful in two- respects: they will indicate the
rapidity with which European reserves may be drawn down even though the
United States restricts European purchases in its markets; and they will
glve some indication of the manner in which gold and dollar resources moy
be redistributed during the period.

In preparing these tables certcin assumptions were necessary. We
assumed, first, that the pre-war pattern of trade reflected the most desir-
oble distribution of labor possible under pre-war economic institutions end -
that post-war trade would tend to resume the same pattern in so far ad!con-
ditions permitted. Thc trade pattern of 1938:is therefore the foundation
on which the estimates are built up. We assumed, secondly, that the -general
price level of intcrnationally traded.goods during 1945 ond 1946 would be on
the average 50 per cent higher them in 1938. This is about the extent of
the price increase for imports into the United Stutes between 1938 and 1943.
During the two year period considered prices mey be both higher =nd lower
than at present; the 50 per cent figure is necessarily arbitrary., Price
increases during the war have naturally varied from commodity to commodity
and it might be possible to assume various price levels for imports.depend- -
ing upon their nature. This would involve allowance, for various price s
levels in the several exporting arcas in accordence with the type of com- '+
modity exported, Theso refinements have not been attemptcd in this paper.»-‘”

5y T

@

Implicit in the assumption of o post-Wﬁr pr;ce lcvel similur to
that of 1943 is the assumption that governmental controls willl contihue into
the post-war period. We assume that cxport controls, import controlo, and
price controls will be continued either ps.domestie policies of ‘the various
nations or through international authorities similar to tho Combined Boards.

The oporation of controls in turn implies that resources will be
allocated in some monner other than that of competitive bidding in the mar-
ket., We have tried to. estimate from pre-war;etatistical deta supplemented
by such knowledgo 08 wo hgve of wapstime trpde-devclopments what allocation
of physical resources appears reosqnable. iIt.does not appear reasondble,
for example, that the physical velume-of exporta from Asia-in ‘the immediate
post-war period will be as great as in the pre-war yeers. On the other
hand, the increased, productivity. qf :the United States economy end of the
Canadian economy provide the. opportunity for 1ncreased axports from these
countries. ol . T PRI , A

)

(..
i
'
i
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On the demand side the assumption has been made that European
needs will approximate thosc of 1938 in physical volume. On the basis
of our estimatos of the availability of'resources we £ind:.in Table I
that Burope will be able to import the quantity imported in 1938 if Euro-
pean exports (and hence intra-European trade) do not fall below two-thirds
of the 1938 volume, Under this pattern European imports would be valued
at 20 billion dollars annually, exports at 10.5 billion dollars and the
annual unfavorable belance on trade account at 9 billion dollars.* From
this latter figure we may deduet 2.5 billion.dollars as:.the;estimated in-
come of Furopean nations on service account,” interest paymemts, etes, . -
leaving an unfavorable balance on total current account of 6.5 billion
dollars ennually or 13 billion dollars over the two-year period, - The third
column of Teble I shows the estimated distribution of the. unravorable bal-
ance on trade account 2nd indicates that less thrn one-half of the total .
(approximately 43 per cent) will result from trade with the Unitcd States.

()

Table II changes the assumption as to Buropean export capacity
during the period and reveals that a fall bf Furopean exports to one-half
the 1938 level in quentity terms (and a comparable fall  in the intra-
European -trade) would result in a fall of Furopean imports below the 1938
level, If:the needs of Furopean countries during this period are, in fact,
accurately estimated as equal to 1938 imports it is apparent that the
pressure of Buropean demands under the assumptions- of Tabler IT would be
much greater thon under the assumptions of Table I and controls weuld be
required over u greater range of products.

Table III attempts to fit United States trade into the pattern
of Europe's trade shown in Table I. On.the import side, the tables are.
closely interrelated and Furopean and American requirements. have been
mutually adjusted to the estimated total supply. On the export side,
United States trade is assumed to ‘be subject.to fairly rigid controls:which
would prevent departures from the pattern:shown. The level. of United States
exports shown is somewhat higher then total exports in 1943 less.thc muni-
tions component of Lend-Lease shipments., The third column of Table III
shows the totel estimated favorable balance of 'the United States on trade
account at 4.8 billion’ dollars annually. - : = 2¢  TORR

. @D

It may be unnecessary to mention that trade data covering,the
war period is not available for most areas, The reasonableness of. the .
estimates of world exports to Europe as shown in Tables I and II may be
judged in connection with the following comment3°
From the United States - L 5 biLlion dollars. this is higher than & “q
1943 recorded exports to Europe minus the munitions component - -
of Lend-Lease. Double our 1938 exports to Furope in quantity ‘
terms. (Note. Based on confidential trade data.)
From Canada -1,6 billion dollars.x this 18 double the valuc of .
- Canada's exporte to Burope .in 1938 in terms of quantity and is, -
I believe, more than Cenada's present total exports to Europeen |
~ allies (including munitions).

L

* See Table I for explanation of apparent discrepancy.
Transport costs in Buropean trade account for the difference,
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~
‘.’ From Latin America - 2,25 billion dollars: at assumed post-wer

Fronm

o

From

From

[

C. R. H.

prices exports from Letin America to Burope in 1938 would
have amounted to around 1.95 billion. I am ellewing 1 bil-
lion of exports from Latin America to the United States which
is well above the 1938 level,

Asia - 1.5 billion dollars: pricing Burope's 1938 imports
from Asia at assumed post-war level they emounted to 1.9 bil-
lion. .:If the.war aguinst Jupan should end six months after
the Furcpeen war a lerge backlog of products might be nveila-
ble for export from Asia, An average level for the two yeers
at 75 per cent of the pre-war level does not appear pessimis-
tia,

Oceania - 1.4 billicn dollars: an increase of 25-30 per cent

over 1938 in quentity terms in spite of the heavy demand for

Australian and New Zealand products for use of United Nations
forces in the Far Bust during the war in that area,

Africa - 1,6 billion dollars: thie is perhaps somewhat low.
It is only slightly above the 1938 level in terms of physical

.quantities.

Letpintys

Aug. 26, 1944
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| ESTIMATED PATTERV OF BOSTWAR HIROPRAN TRADE _/
| ANNUAL AVERAGE 1945+1946

(Millions of U.S. dollars)

.;Aroa iy d s ‘ 520225 to !ggprta erQKLTI Balance

“United States pii By e, ‘600"" AT T 23,900

Canada ; ) manid g 20 e f L 1,600. - =1,400

Latin Ameri§d Sl 750 2,250 " 1,500

Furope ' s "'6,600"7 ok 7,200* e

Asia - e B e £05. 900 vt ois 1360_ e ".', -600

Oceenia 350 1,400 -1,050

o Africe _1,000 _1,600 -600
- Total 10,500 20,050 -9,050

_l/ On the assumption that European export capacity is two-thirds
of 1938 cepacity in quantity terms.
* Differcnce represents transport costs.
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ESTIMATED PATTERN OF POST-WAR BUROPEAN TRADE 2/
ANNUAL AVERAGE 1945-1946 '

(Milliox;,s. of .‘Irs~ ‘,dolla'.rs) :

‘::1_\_1-23 e Exports t‘?: - Imports from Balance
United States 450 4,500 -4,050 |
Canada '. 150 1,600 -1,450
Latin America 575 2,250 ."13;_6;7.5 ‘
Burope 5,000 5,350* .
Asin . 675 1,500 =825
Occenia 275 1400 ,‘.-1'125
~™ Africa 150 _1,600 ___-_-22(_)_
v Total , 7,875 18,200 -2,97‘5'_:

1/70n the assumption ‘that Buropean -export capacity is one-half

. of 1938 capacity in quantity terms.
* Difference represents transport costs.

~
v
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*  APPENDIX 26z ATTHTA

L S ——
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TABLE TI1
' ESTTHATED POST-WAR UNTHED BTATES TRaDE Y/
VAVERAGE 1945-1946

(Mil1idds of U!S. dollars)

4 2 TOgmS PP 3

a2 Ly fewisl 2 EXporte-$6-  Imports from Balance

Northérn North Agerieca 500 700 Sod T Lageul
Latid America = 1,200 1,000 200
Eufope” ol A otromh abdad

U.S.8.R, 1,200 200 1,000% -
**"United Kingdom' 1,500 200 1,300
‘Al other | 1,800 200 1,600

a4

R 29051 40b..... 400 2001+

o

Ocesnin 200" 100 237100

Africa | R - 400 200 200

{ . - —————— o P » | p————— gt o
QOrLLe A d o) 1 % 30 LY AR \ ¢

16. % ol

Total oy B oo o v 800
T e F L‘_'fm_ . i s Y8 e ST, ._7..: ‘-'-"-"'-;“;L. P

1/ On the assumption that Teble I reprosents tho better estimate
of Buropean trade..
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