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EXPORT EXPANSION, EXPORT FINANCING AND THE 
U.S. BALANCE OF PAYMENTS 

By 
Andrew F. Brimmer* 

The expansion of exports has been a major ob jec t i ve of U.S. 

f o re i gn trade po l i c y throughout the present decade. Moreover, as our 

f o re i gn trade surplus has shrunk year-by-year s ince 1964, the campaign 

to s t imulate exports has gained i n i n t en s i t y , w i th both p r i va te industry 

and Federa l Government agencies devot ing inc reas ing amounts of time and 

resources to the e f f o r t . A cen t ra l theme c ha r a c t e r i s t i c of v i r t u a l l y a l l 

of these e f f o r t s has been the pe r s i s t en t quest for means of expanding the 

a v a i l a b i l i t y of export f i nanc ing . Unfor tunate ly , i n fa r too many instances, 

i t seems that many pa r t i c i pan t s i n the export expansion campaign are f a i l -

ing to d i s t i n gu i s h c l e a r l y between the des i rab le goal of expanding exports 

and the equal ly des i r ab l e goal of min imiz ing unnecessary c a p i t a l out f low 

i n c l ud i ng the extens ion of U.S. c r ed i t against export shipments fo r which 

fo re ign buyers can pay cash or which can be f inanced w i th f o re ign funds. 

In my op in ion, the time has come for us to move beyond the 

f am i l i a r r h e t o r i c of f o re ign trade promotion to a c a r e f u l reassessment of 

the r o l e which increased U.S. f i nanc ing ( p a r t i c u l a r l y that o r i g i n a t i n g 

w i th commercial banks) can p lay i n f a c i l i t a t i n g a more rap id growth of 

*Member, Board of Governors of the Federa l Reserve System. I am 
g r a t e f u l for the ass is tance of severa l members of the Board1s s t a f f 
i n the preparat ion of t h i s paper. I am p a r t i c u l a r l y indebted to 
Messrs. Bernard Norwood and Gordon Grimwood who work c l o se l y wi^h 
me i n the admin i s t ra t ion of the Voluntary Fore ign Cred i t Res t ra in t 
Program. Mr. Dan ie l Roxon was p r imar i l y respons ib le for the ana lys is 
long-run trends i n U.S. f o re i gn trade. 
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exports . One such reassessment was recen t l y completed i n the Federa l 

Reserve System i n connect ion w i th a bas ic review of the Voluntary Fore ign 

C red i t Res t r a i n t Program (VFCR). Numerous aspects of export f i nanc ing 

were explored i n a se r i e s of seven reg iona l meetings which I held between 

l a t e January and mid-March w i th representat ives of commercial banks and 

nonbank f i n a n c i a l i n s t i t u t i o n s p a r t i c i p a t i n g i n the VFCR. From the f i nd -

ings i n these meetings, plus the evidence submitted subsequently by many 

of the lenders , I am convinced more than ever that th i s country does not 

face a shortage of funds to f inance i t s exports. Moreover, I am a lso 

convinced that a d r a s t i c increase i n bank c r ed i t geared to exports would 

produce l i t t l e i n the way of add i t i ona l export shipments - - wh i l e adding 

g r ea t l y to c a p i t a l out f low. 

For these reasons, I d i d not recommend to the Federa l Reserve 

Board that the VFCR be modi f ied to provide sub s t an t i a l l y greater leeway 

fo r the repor t i ng banks to extend loans to f o re ign borrowers. Fur ther-

more, I saw no need whatsoever to recommend that export c r ed i t s genera l l y 

be exempt from the c e i l i n g s es tab l i shed under the VFCR program. More 

fundamental ly, I see no reason at a l l to support the suggest ion (made by 

a number of observers) that a f a c i l i t y be es tab l i shed i n the Federa l 

Reserve Banks to d iscount export paper -- p re fe rab ly at a subs id i zed 

i n t e r e s t ra te . 

In the remainder of t h i s paper, I s h a l l set f o r t h the evidence 

and l i n e s of reasoning on which the above conc lus ions r e s t . The substance 

of my views can be summarized b r i e f l y : 
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- Although our trade surplus has dec l i ned sharp ly 
over the l a s t few years (and v i r t u a l l y disappeared 
i n 1968), our exports have genera l l y performed qu i t e 
we l l . Rather, the de te r i o r a t i on can be traced almost 
e n t i r e l y to the enormous r i s e i n imports s t imulated 
by mounting domestic i n f l a t i o n . On the other hand, 
our performance i n pa r t i cu l a r export markets abroad 
has been spotty. The adverse e f f e c t s o f the growth 
of trade w i t h i n the Common Market, which had been 
severe, moderated l a s t year. Neverthe less, r i s i n g 
domestic i n f l a t i o n a r y pressures, and the concomitant 
cl imb i n U.S. export p r i ces , are having an i n c r ea s i ng l y 
detr imenta l impact on U.S. export performance. 

Commercial banks apparently f inance a much smal ler 
propor t ion of U.S. exports than i s gene ra l l y supposed. 
Whi le any quan t i t a t i ve estimate must ne ce s sa r i l y be 
imprecise, i t appears that banks as a group f inance no 
more than o n e - f i f t h of our export shipments. I f t h i s 
est imate i s even approximately co r r e c t , the capac i ty 
of commercial banks to f inance exports (desp i te the 
r e s t r a i n t s imposed by the VFCR program) i s apparent ly 
more than adequate. 

In f a c t , the r e a l e f f e c t of the VFCR as f a r as export 
f i nanc ing i s concerned has been to increase the 
i nequ i t i e s among banks of d i f f e r e n t s i z e or l o c a t i o n 
w i th respect to the i r a b i l i t y to share i n f o r e i gn 
business. In recogn i t i on of th i s s i t u a t i o n , a l l of the 
add i t i ona l leeway allowed under the rev i sed VFCR guide-
l i n e s publ ished i n ear ly A p r i l was r e s t r i c t e d to smal l 
and medium-sized banks. 

I would not support the establ ishment of a re -d i s count 
f a c i l i t y i n Federal Reserve Banks f o r export paper. 
As ide from the lack of conv i c t i on as to the need for 
such a f a c i l i t y , I hold f i rm ly to the v iew that c en t r a l 
bank c r ed i t should not be used to subs id i ze a p a r t i c u l a r 
sector of the economy. 

Instead, as fa r as export f i nanc ing i s concerned, I 
th ink encouragement should be given to p r i va te e f f o r t s 
to employ p r i va te funds to f inance those exports (such 
as a i r c r a f t ) which are beyond the capac i ty of i n d i v i d u a l 
lenders. In th i s context, the e f f o r t s to e s t a b l i s h a 
P r i va te Export Finance Corporat ion should be commended. 
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At the same time, however, we should make sure that even 
p r i v a t e U. S. f i nanc ing i s ava i l ab l e only f o r those 
exports which otherwise would be l o s t wi thout i t . 

Trends i n U. S. Fo re i gn Trade 

As i s gene ra l l y known, l a s t year, the U. S. merchandise export 

surp lus v i r t u a l l y disappeared—amounting to only about $100 m i l l i o n . Th is 

was about $3-1/2 b i l l i o n less than i n 1966 and 1967 and i n sharp contrast 

to an average export surplus of over $5 b i l l i o n between 1960 and 1965. 

For the f i r s t quarter of t h i s year, the trade balance showed a d e f i c i t 

of a bou t$ l - l / 4 b i l l i o n at a seasonal ly adjusted annual r a te . Th is d e f i c i t 

can be t raced to the recently-ended dock s t r i k e . P r i n c i p a l l y because the 

back log of exports has been greater than of imports, the resumption of 

t rade can be expected to show an export surp lus i n the second quarter . 

The s t r i k e makes any assessment of our bas ic trade p o s i t i o n extremely d i f f i -

c u l t . However, a rough guess at t h i s time would p lace the s t r i ke -ad jus ted 

export surp lus i n the f i r s t quarter at an annual rate of s l i g h t l y more 

than $1/2 b i l l i o n - - somewhat bet ter than the rate i n the l a s t h a l f of 

1968. 

Imports: The major f ac to r i n the worsened trade performance 

l a s t year was the excep t i ona l l y large year- to-year increase i n the value 

of imports . Measured from the second h a l f of 1967 to the second h a l f of 

1968, the inc rease was 25 per cent. A year e a r l i e r ( that i s , from the 

second h a l f of 1966 to the second ha l f of 1967) imports had advanced 
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by about 3 per cent . The d i f f e r e n t experience po in ts up the slowdown i n 

domestic economic a c t i v i t y i n the f i r s t h a l f of 1967 and the sharp c y c l i c a l 

r i s e that s ta r ted l a t e that year . On the average i n the 1960-67 per iod, 

imports grew less than 10 per cent annua l l y . 

The e x t r a o r d i n a r i l y large r i s e i n imports l a s t year resu l ted 

p r ima r i l y from the very strong expansion i n aggregate demand, as the 

current value of Gross Na t i ona l Product (GNP) increased by 9 per cent . 

The cont inu ing sharp r i s e i n domestic p r i c e s i n recent years has probably 

a l so been a major f a c t o r i n the expansion i n sa les o f f o r e i gn goods here, 

though t h i s i n f l uence i s d i f f i c u l t to measure separa te ly . The d i f f e r e n -

t i a l p r i c e changes between the Uni ted States and f o r e i gn countr ies may 

be of i nc reas ing importance, because they have r e i n f o r ced the long-term 

s h i f t i n the composit ion of U.S. imports away from foods and i n d u s t r i a l 

mater ia l s toward more h i gh l y f i n i s hed goods. I t i s i n the l a t t e r category 

of commodities that f o r e i gn supp l i e r s have been most success fu l i n making 

gains i n the domestic market. 

With imports i n 1968 r i s i n g near ly 2-1/2 times as f a s t as 

domestic expendi tures, the r a t i o of imports to GNP reached a peak 3,9 

per cent f o r the year . Even w i th imports at a r e l a t i v e l y low l e v e l i n 

the f i r s t quarter of t h i s year , the import-GNP r a t i o ( a t about 3.4 per 

cent) was s t i l l h igh . 
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Mariy f o r e i gn items that at times have been regarded as merely 

the marg ina l or supplemental items requi red when domestic supp l i es are 

i n s u f f i c i e n t to meet demand are now w ide ly recognized to have a permanent 

and i n c reas ing share of the t o t a l supply i n t h e i r respect ive product 

l i n e s . Last year — f o r the f i r s t time — imports of f in i shed manufactures 

reached about one-ha l f of t o t a l imports. I n 1960 such goods were only about 

a t h i r d of the t o t a l . Long-term uptrends i n the import share of domestic 

expenditures f o r the major components of f i n i s h ed manufactures (automobi les, 

other nonfood consumer goods, and c a p i t a l equipment) cont inued i n 1968. 

The h ighest rate of increase i n imports l a s t year was i n imports of auto-

mobi les, w i th both U. S. types made i n Canada and f o r e i gn types imported 

from Europe and Japan inc reas ing by 60 per cent . Imports o f other nonfood 

consumer goods i n 1968 accounted f o r near ly double the p ropor t i on of t o t a l 

domestic expenditures on such goods i n 1960. 

The 20 per cent increase i n purchases of f o r e i gn c a p i t a l 

equipment i n 1968 was near ly t r i p l e the ra te of increase i n t o t a l domestic 

investment expendi tures. The share of imports i n these t o t a l c a p i t a l 

out lays was about 5-1/2 per cent i n 1968, almost twice the 3 per cent 

share of 5 years ago. The increase i n imports o f e l e c t r i c a l machinery 

l a s t year was p a r t i c u l a r l y heavy, r e f l e c t i n g w i th a lag the surge i n 

pub l i c u t i l i t y investment that began around the end of 1966. Purchases 

of food and i n d u s t r i a l ma te r i a l s , other than s t e e l and copper, increased 

i n 1968 by 15 per cent . 
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Exports: Last year exports d i d w e l l , ga in ing about 10 per cent 

i n value i n response to the genera l upswing i n world demand. Th i s was 

cons iderab ly more than the average 6-1/2 per cent annual increase recorded 

between 1960 and 1967. I t may be noted that the suggested n a t i o na l export 

target f i gu re of $50 b i l l i o n by 1973 would represent an average annual 

increase of about 8 per cent from the $33 b i l l i o n i n 1968, about the 

same rate of advance dur ing the years 1965-1968, and below the strong 

r i s e l a s t year . 

The expansion of exports l as t year was e n t i r e l y i n shipments of 

nonag r i c u l t u r a l products, p a r t i c u l a r l y manufactured goods. The va lue of 

exports of a g r i c u l t u r a l products dipped s l i g h t l y as foodgra in crops reached 

record amounts both i n import ing and supplying coun t r i e s . Our o v e r - a l l 

share of t o t a l wor ld exports to markets other than the Un i ted States has 

shown l i t t l e year-to-year v a r i a t i o n since 1965, averaging about 19 per cent , 

and only a s l i g h t dec l i ne from the 1960 to 1964 average. I n wor ld exports 

of a l l manufactured goods, the U.S. share has increased i n the l a s t two 

yeais, and i n 1968 our share was higher than i n 1965, and about equal to 

our r e l a t i v e p o s i t i o n i n 1963 and 1964. 

For severa l ca tegor ies of manufactures, however, there have 

been s i z ab l e s h i f t s . Our share i n exports of commercial a i r c r a f t and 

of automobiles and par ts has r i s e n (the l a t t e r r e f l e c t i n g the e f f e c t s 

of the 1965 Agreement w i t h Canada). Our r e l a t i v e share i n chemicals 
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de t e r i o r a t ed from 1965 to 1967 but recovered i n 1968, and the share of 

adjusted wor ld exports of e l e c t r i c a l machinery has changed l i t t l e i n 

the l a s t three yea rs . There has been a fu r the r worsening of our p o s i t i o n 

i n n o n - e l e c t r i c machinery, consumer goods, and semi f in i shed i n d u s t r i a l 

products such as paper products, metal manufactures and t e x t i l e ma te r i a l s . 

By geographic areas, the compet i t ive p o s i t i o n of the Uni ted 

States has been spo t ty . Our share of the Canadian market has r i s en 

s t e a d i l y s ince 1960, but a l l of the increase s ince 1965 has resu l ted from 

the U.S.-Canadian Automotive Agreement. Our share of t o t a l imports of 

the L a t i n American count r ies has moved r e l a t i v e l y l i t t l e from year to 

year , ranging between 42 and 45 per cent s ince 1960. 

Wi th the strong growth l a s t year i n exports to Europe, there 

was a s lowing i n the reduct ion of our share of t o t a l imports i n t o t h i s 

area (adjusted to exclude trade w i t h i n the European Economic Community.) 

Before adjustment f o r intra-EEC trade, our p o s i t i o n i n t h i s market area 

had dec l i n ed sharp ly ; intra-EEC imports had increased from near ly 35 

per cent o f t o t a l imports of the Community count r ies i n 1960 to about 

45 per cent l a s t year . Our share of t o t a l imports of the Un i ted Kingdom 

has increased s t ead l y s ince 1963, r i s i n g from 10.5 per cent that year 

to 13.5 per cent l a s t year. However, the increase i n the U.S. share 

i s below the ga in r eg i s t e red by the EEC coun t r i e s , p a r t i c u l a r l y Germany. 

Apparent ly the sources of the U .K . f s imports have s h i f t e d away from Canada 
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and the less-developed count r ies toward the Un i ted States and Europe. How-

ever, there appears to have been a cons iderab le worsening i n our p o s i t i o n 

i n Japan, w i th our share dropping from over a t h i r d of that country 's t o t a l 

imports i n 1960 to s l i g h t l y more than one-fourth l a s t year . 

I t i s , of course, d i f f i c u l t to determine the reasons f o r the 

weakness i n our exports to c e r t a i n areas and i n p a r t i c u l a r commodities. 

The increased i n t eg r a t i o n of the Common Market, c y c l i c a l changes i n a c t i v i t y 

here and abroad, and compet i t ion w i th regard to de l i v e r y t ime, se rv i ce 

f a c i l i t i e s and s t y l e or des ign preference undoubtedly cont r ibu ted to these 

trade v a r i a t i o n s . But c e r t a i n l y a major element that should not be over-

looked i s the r e l a t i v e change i n U.S. and f o r e i gn export p r i c e s , e spec i a l l y 

i n the l a s t few years . The U.S. index of un i t values of exported manufac-

tured goods (g i v i ng an approximate measure of average export p r i c e s ) increased 

by near ly 8 per cent from 1965 to 1968 a f t e r changing very l i t t l e between 

1960 and 1964. I n contrast exports p r i c e s of Germany, a major competitor, 

have increased on ly s l i g h t l y s ince 1965, and only a moderate r i s e was 

recorded f o r Japan and I t a l y . The deva luat ion of s t e r l i n g i n l a t e 1967 

succeeded i n r o l l i n g back the d o l l a r equ iva lent of B r i t i s h export p r i ces 

to below those of 1965. 

The sharp d i s p a r i t y i n these r e l a t i v e p r i c e movements suggests 

that the d e t e r i o r a t i o n i n our costs and p r i c e s ranked h igh as a causat ive 

f a c t o r i n the worsening of our compet i t ive p o s i t i o n i n c e r t a i n world 

commodity and area markets. 
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In genera l , the performance o f U.S. exports i n recent years 

has not been who l l y d i scourag ing . Whi le some products have shown l i t t l e 

or no progress, others have d i sp layed cons iderab le s t rength. However, 

the recent accentuat ion o f the r i s e i n U.S. p r i ces r e l a t i v e to those of 

a number of i n d u s t r i a l count r ies - - i f a l lowed to cont inue -- would 

undoubtedly have a s e r i ou s l y adverse impact on our export performance. 

Th i s i s another reason for b r i ng i ng domestic i n f l a t i o n a r y pressures to 

an end. Unless we succeed on t h i s f r on t , campaigns to expand exports 

are l i k e l y to y i e l d l i t t l e r e s u l t s . 

Commercial Banks and Export F inanc ing 

As I mentioned at the outset , a quest f o r more c r e d i t ( pa r t i c -

u l a r l y commercial bank c r ed i t ) has been a key feature of export expansion 

e f f o r t s f o r severa l years. P a r t l y because of t h i s quest, the view that 

i n s u f f i c i e n t c r e d i t i s hampering the growth of U.S. exports has been 

w ide ly accepted. However, the evidence support ing such a v iew i s f a r 

from c l e a r . In f a c t , i t has been extremely d i f f i c u l t to est imate the 

extent to which U.S. exporters a c t u a l l y export on c r e d i t ; the degree to 

which exporters encounter t roub le i n ob ta in ing bank c r e d i t to cover exports 

has a l so been d i f f i c u l t to e s t a b l i s h . 

A l though we s t i l l cannot provide d e f i n i t i v e answers to these 

quest ions, the in fo rmat ion c o l l e c t e d dur ing the rev iew of the VFCR 

program l a s t w in te r , when combined w i t h other evidence, does a l l ow us 

to make a somewhat f i rmer judgment about the s i g n i f i c a n c e of bank f i nanc ing 
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of U.S. exports. Th is est imate i s presented below. But be fore pursuing 

i t f u r the r , we should t r y to put i n to focus the extent to which c r e d i t 

o f any k ind i s used to f inance exports. 

The only systematic attempt to measure the use o f c r e d i t f o r 

t h i s purpose was made by the U.S. Treasury at the end of 1965 - - when 

there was concern that the t igh ten ing of domestic c r e d i t cond i t i ons and 

the VFCR program might be h inder ing exports .* The response i nd i c a t ed 

on ly very m i l d concern about c r ed i t problems at that time (the response 

to the same quest ions now might be sharper). I t turned out that - - i f 

the response was representat ive — about 1/4 of export sa les were 

accompanied by c r e d i t (def ined as terms c a l l i n g f o r payment i n more than 

90 days) . The r e su l t s a lso i nd i ca ted that about 40 per cent o f the c r e d i t 

extended went to f o re i gn subs i d i a r i e s of the expor ters . Moreover, the 

respondents were aware of on ly small amounts of c r e d i t be ing extended to 

t h e i r f o r e i gn customers by U.S. f i n a n c i a l i n s t i t u t i o n s - - about $200 - 300 

m i l l i o n i n 1964 and 1965. 

As I s t ressed above, there are no data a va i l a b l e from which to 

c a l c u l a t e accurate ly the propor t ion of t o t a l U.S. exports that i s f inanced 

by U.S. bank loans to f o re igne rs . P a r t l y to remedy t h i s d e f i c i e n cy , i n 

connect ion w i t h the recent eva luat ion of the VFCR program, the banks most 

prominent i n the i n t e r na t i o na l area were asked to prepare a c a l c u l a t i o n 

showing export c r ed i t s as a percentage of t o t a l f o r e i gn c r e d i t s outstand ing. 

*The r e s u l t s were publ ished i n Survey of Export F inanc ing , 
September, 1966. 
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The banks which responded to the request account fo r approximately 80 per 

cent o f a l l f o r e i g n assets he ld by U.S. banks. The percentages reported 

ranged from 11 per cent to 31 per cent, w i t h most r a t i o s f a l l i n g w i t h i n 

the range of 14 - 16 per cent. However, most banks be l i eved that the 

r a t i o as c a l c u l a t e d d i d not inc lude a l l export c r e d i t s . In order to take 

t h i s p o s s i b i l i t y i n to account, a rough est imate might p lace the r a t i o of 

export c r e d i t s to commercial banks1 t o t a l f o r e i gn c r e d i t s at approximately 

20 per cent . 

Us ing these proport ions (and making some broad assumptions to 

r e l a t e the f l ow o f f o r e i gn loans dur ing 1968 to the amount of f o re i gn 

loans outs tand ing at the end of 1967 and 1968), one may make a very rough 

est imate o f the importance of bank f i nanc ing of U.S. exports . (See Table 1 

a t tached. ) 

In round numbers, banks may have extended c r e d i t cover ing more than 

$6 b i l l i o n (or somewhat l ess than 20 per cent) of the $33 b i l l i o n o f t o t a l U.S. 

exports i n 1968. Th is estimate i s b iased toward export f i nanc ing as a 

percentage o f t o t a l f o r e i gn lend ing by banks, s ince i t i s der ived by 

u s i ng the upper end of the range of r a t i o s reported by the l a rge r banks, 

and i t assumes tha t a l l f o re i gn loans of the smal ler banks f inanced U.S. 

expor t s . 

As o f January 1, 1969, banks r epo r t i ng under the VFCR program 

cou ld inc rease t h e i r f o r e i gn lend ing dur ing 1969 by approximately $750 

m i l l i o n . Th i s f i gu r e i s der ived from the leeway of $475 m i l l i o n ava i l a b l e 

at the end o f 1968, p lus $400 m i l l i o n added by the rev i sed gu ide l i nes 
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annoimced i n ea r l y A p r i l - - from which an estimated $125 m i l l i o n must 

be deducted to r e f l e c t the expected repayment of term loans to Western 

Europe dur ing 1969. Fragmentary in format ion suppl ied by the la rge banks 

i nd i ca tes that short-term export c r ed i t s to fo re igners exceed long-term 

c r ed i t s by a r a t i o of 60-40. Using that r a t i o , and assuming that the 

average short-term matur i ty i s 180 days, one can p lace the banks1 

po t en t i a l export f i nanc ing capac i ty dur ing 1969 at about $1.2 b i l l i o n . 

I t should be noted that t h i s f i gu re i s i n add i t i on to the $9.3 b i l l i o n 

of t o t a l f o re i gn c r ed i t s subject to the VFCR c e i l i n g at the end of 1968 - -

much of which w i l l be repa id dur ing the current year and thus ava i l ab l e 

for re lend ing to f inance exports. 

I f our estimate of the r a t i o of bank export f i nanc ing to t o t a l 

exports der ived above i s w i t h i n the cor rec t range, $1.2 b i l l i o n o f addi-

t i o n a l c r ed i t made ava i l ab l e could support an increase i n U.S. exports 

i n 1969 of about $6 b i l l i o n - - or 18 per cent above the $33 b i l l i o n of 

exports recorded l a s t year. Such a po t en t i a l increase f a r exceeds even 

the most op t im i s t i c p ro j e c t i on of exports f o r 1969 - - and i t would exceed 

any annual increase i n the l a s t e igh t years. 

Export F inanc ing and the Voluntary Fore ign Cred i t Res t ra i n t Program 

As the Federa l Reserve has emphasized many times s ince the VFCR 

program was launched i n ea r l y 1965, a ca rd i na l ob jec t i ve has been to 

r e s t r a i n banks1 f o r e i gn lend ing wh i l e at the same time prov id ing fo r the 

f i nanc ing necessary fo r the maximum poss ib l e expansion of exports . The 
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VFCR program has been assessed f requent ly s ince 1965, and i t has been 

the judgment o f those who administer the program that i t has f u l f i l l e d 

t h i s ob j e c t i ve . Neverthe less, some observers (both i n the banking 

indus t ry and i n the Federa l Government) have argued that the program has 

had an adverse e f f e c t on exports, and they have urged that more f l e x i b i l i t y 

be a l lowed fo r export f i nanc ing -- and p a r t i c u l a r l y that export c r ed i t s be 

exempt from the VFCR gu i de l i ne s . 

When the Federa l Reserve Board announced l a s t December that the 

VFCR program would be cont inued, i t a l so sa id that i t would review the 

program ea r l y i n 1969 to determine whether add i t i o na l f l e x i b i l i t y fo r 

f i nanc i ng U.S. exports might be provided i n the gu i de l i nes . As i nd i ca ted 

above, such a rev iew was c a r r i e d out, p a r t l y through a se r i es of r eg i ona l 

meetings he ld dur ing January, February and March w i t h bankers and other 

lenders p a r t i c i p a t i n g i n the program. P r i o r to these meetings, a d e t a i l e d 

quest ionna i re was sent to the 160 banks which submit monthly reports 

under the VFCR program. Whi le the review covered the program i n i t s 

e n t i r e t y , the primary emphasis was g iven to the banks1 experience i n 

f i n anc i ng exports under the VFCR gu ide l i nes . The completed quest ionna i res 

were supplemented by views and statements g iven i n the meetings, and most 

of the banks l a t e r confirmed these i n l e t t e r s p rov id ing more d e t a i l e d 

in format ion. 

Ninety-one repo r t i ng banks responded to the quest ionna i re , 

i n c l ud i ng a l l o f those which p lay a s i g n i f i c a n t r o l e i n i n t e r na t i o na l 

l end ing . Some of the banks r e p l i e d i n general - - rather than i n s p e c i f i c -• 

terms. In the case of 78 banks, the responses were qu i te s p e c i f i c . An 

ana lys i s of these r e p l i e s i nd i ca tes the fo l l ow ing: 
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- Twenty-eight banks reported s p e c i f i c a l l y that 
they had not been l im i t ed i n extending export 
c r ed i t s to fore igners by the VFCR c e i l i n g . 

S ixteen banks, almost a l l banks w i th smal l l end ing 
c e i l i n g s , reported s p e c i f i c instances of export 
c r ed i t s l o s t because of the VFCR. In most of these 
cases, the f i nanc ing had been done by another U.S. 
bank. 

Twenty-seven banks be l i eved that U.S. exports had 
been i n d i r e c t l y a f f e c ted by the program. The 
po int most o f ten c i t e d was that banks no longer 
were aggress ive ly seeking new export f i nanc ing 
bus iness. Another f a c t o r mentioned was the 
reduct ion of acceptance l i n e s of c r e d i t to f o re ign 
banks (usua l ly Japanese banks) which the U.S. 
bankers be l i eved might have been used to f inance 
exports. 

Only seven banks reported cases where they be l i eved 
that exports had been l o s t to the country because 
of a l ack of f i nanc ing . In some of these cases, 
however, i t appeared that fac to rs other than the 
VFCR program, mainly c r e d i t terms, were respons ib le . 

As a r e s u l t of t h i s review, i t appeared that exports have not 

been hampered by the VFCR program -- that i s , no s i g n i f i c a n t amount of 

exports has been l o s t by the United States and gained by other countr ies 

because of the program. However, many bankers appeared to be l i eve 

(although l i t t l e evidence was supp l ied to support t he i r b e l i e f ) that 

exports might have been higher i n the absence of the program. But, from 

the review of the program, i t was a lso c l ea r that a gu ide l i ne exemption 

f o r export c r ed i t s probably would increase U.S. bank f i nanc ing of exports. 

Unfor tunate ly , i t was equa l l y c l ea r that the c r e d i t expansion would lead 

to a s ub s t i t u t i o n of sa les on c r e d i t for sa les that otherwise would take 

p lace on terms more favorab le to the U.S. balance of payments. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



-16-

In the absence o f c l ea r evidence that U.S. exports are being 

adverse ly a f f e c ted by the VFCR program, and i n the b e l i e f that f o re i gn 

l end ing p o t en t i a l ava i l ab l e under the rev i sed c e i l i n g i s more than 

s u f f i c i e n t to f inance any reasonably expected expansion o f exports, the 

Board decided aga inst exempting export c r ed i t s from the c e i l i n g . Any 

marginal improvement i n the trade account r e l a t ed to an export c r e d i t 

exemption almost c e r t a i n l y would be more than o f f s e t by a d e t e r i o r a t i o n 

i n the c a p i t a l account. 

The Equ i ty Problem and Export F inanc ing 

As i s genera l l y known, the Board d id a l l ow some add i t i o na l 

leeway to banks when the VFCR program was rev i sed i n ea r l y A p r i l . Th is 

greater f l e x i b i l i t y was intended p r ima r i l y to ease some of the i n equ i t i e s 

inherent i n the program, but i t should a l so be h e l p f u l i n p rov id ing a 

modest st imulus to exports . 

The complaint most f requent ly heard dur ing the reg iona l meetings, 

p a r t i c u l a r l y those outs ide of New York and San F ranc i sco , was that the 

program had had an i nequ i t ab l e e f f e c t among banks. Many banks had j u s t 

s t a r t ed i n the i n t e r n a t i o n a l business when the program was announced. 

Others d i d a seasonal bus iness, such as the f i nanc ing o f commodity trade, 

and were caught at a low po in t by the s e l e c t i o n of the December, 1964 base 

date. 

Banks i n t h i s p o s i t i o n sa id that , under t h e i r r e s t r i c t e d guide-

l i n e c e i l i n g s , they were unable to handle the growing i n t e r n a t i o n a l bus iness 
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of many of t h e i r l a rges t customers and that t h i s business was being taken 

by banks (p r imar i l y banks i n New York C i t y ) that had been long es tab l i shed 

i n the i n t e r na t i ona l business -- and thus have la rger c e i l i n g s , f o re i gn 

branches, and greater f l e x i b i l i t y . In some cases, these smal ler banks 

sa id , the domestic business o f t he i r customers had fo l lowed the migrat ion 

of t he i r i n t e r na t i ona l business to another bank. 

When the VFCR program o r i g i n a l l y was designed, the Board 

recognized that the s e l e c t i o n of a base date would tend to f reeze the 

compet i t ive s i t u a t i o n as of the date chosen and that there would be i n equ i t i e s 

i n the program no matter which date was chosen. However, the Board decided 

that the i nequ i ty must be to l e ra ted i n view of the ser iousness of the over-

a l l balance of payments problem, i n view of the f a c t that the r e s t r a i n t 

program was designed to be temporary i n nature, and i n v iew of the prospect 

that other techniques would e n t a i l other drawbacks at l e a s t as ob jec t i onab le . 

As i t has become necessary to carry t h i s program forward from 

year- to-year , we have become i n c reas i ng l y concerned about i t s e f f e c t upon 

the compet i t ive s i t u a t i o n . In November, 1967, we acted to reduce the 

inequ i ty to some extent by p rov id ing that banks whose f o re i gn assets were 

smal l i n r e l a t i o n to t o t a l assets could use a percentage of t o t a l assets 

i n c a l c u l a t i n g t he i r c e i l i n g s fo r 1968. Unfor tunate ly , the ser ious balance 

of payments s i t u a t i o n that developed i n the four th quarter o f 1967 made 

i t necessary to adopt a more r e s t r i c t i v e program on January 1, 1968. Conse-

quent ly, about two-th i rds o f the add i t i ona l c e i l i n g which had been provided 

had to be taken back. We d id , however, preserve the p r i n c i p l e o f c a l c u l a t -

ing a c e i l i n g based upon t o t a l assets . 
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The d i s t r i b u t i o n of f o r e i gn assets among banks as d i s t i ngu i shed 

by the amount of t o t a l assets has not changed g r ea t l y s ince the beginning 

of the program (Table 2). Banks w i t h assets o f $2 b i l l i o n and over accounted 

f o r about 84 per cent of covered f o r e i gn assets outstanding on December 31, 

1964, and on March 31, 1969, the l a t e s t date fo r which de t a i l e d data are 

a va i l a b l e . There were some r e l a t i v e l y minor s h i f t s i n the proport ions he ld 

by banks i n the smal ler s i z e groups. 

Th is i s not to say that there has been no e f f e c t upon the com-

p e t i t i v e s i t u a t i o n . I t i s h i gh l y probable that , i n the absence of the 

program, t o t a l f o r e i gn assets would have been h igher , and i t i s l i k e l y that 

the bu lk o f the increase would have occurred among the smal ler banks. 

One should a l so note the change i n the d i s t r i b u t i o n of the 

ava i l ab l e leeway between the end of 1964 and March, 1969. I t i s ev ident 

that the l a rge r banks have cont inued to be ac t i ve i n the u t i l i z a t i o n of 

t h e i r c e i l i n g s , wh i l e the banks i n the smal ler s i z e groups have tended to 

be l e s s a c t i v e . 

Th i s i s cons i s ten t w i t h what we learned at the reg i ona l meetings. 

Many banks, faced w i t h very l im i t e d lend ing a b i l i t y under the gu ide l i nes 

c e i l i n g , e i t h e r disbanded t h e i r f l e d g l i n g i n t e r na t i o na l departments or d i d 

not permit them to grow. These banks are not aggress ive ly seeking new 

i n t e r n a t i o n a l bus iness, and i n some instances they are a c t i v e l y d i s -

couraging i t . The r e s u l t i s that the leeway ava i l ab l e to those banks 

(which number 110 of the 159 banks shown) tends to remain unused. 
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In another e f f o r t to improve t h i s s i t u a t i o n , the gu ide l ines as 

rev ised i n A p r i l permit banks to use t h e i r end of 1968 c e i l i n g or 1.5 

per cent of t o t a l assets as of the end-of-1968, whichever f i gu re i s l a rge r . 

Th is formula added about $400 m i l l i o n to the aggregate c e i l i n g , and the 

increase went to j u s t over one-hal f of the banks repor t ing under the 

program. We be l ieved that the $400 m i l l i o n was about the maximum that our 

balance of payments could a f f o r d i n 1969, i n the l i g h t o f our assessment o f 

the out look fo r the U.S. balance of payments fo r the year. 

The a l t e rna t i ve c a l c u l a t i o n has provided some r e l i e f f o r banks 

that had been encounter ing great d i f f i c u l t y i n meeting the requirements of 

t h e i r regu lar customers. I n add i t i on , i t became apparent dur ing the d i s -

cussions at the reg iona l meetings that the great bu lk of t h e i r stated re-

quirement was f o r the f i nanc ing of U.S. exports . Whi le i t appeared that 

a l l of t h i s business was being f inanced i n any event, the add i t i ons to the 

c e i l i n g s may encourage some banks to become more ac t i ve i n developing new 

export business i n t h e i r trade areas. 

Rediscount F a c i l i t y f o r Export Paper at Federa l Reserve Banks 

I t was suggested severa l times dur ing the r eg i ona l meetings, and 

i t has been suggested by other observers that the Federa l Reserve Banks 

operate a f a c i l i t y i n connect ion w i th the d iscount window which would 

provide concess iona l treatment to paper represent ing the f i nanc ing of 

U.S. exports . I t i s argued that some of our most important f o r e i gn com-

pe t i t o r s provide f a c i l i t i e s of t h i s so r t , thereby g i v i ng exporters i n those 

countr ies an advantage i n o f f e r i n g c r ed i t terms. 
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A s im i l a r suggest ion has been made before i n other connect ions, 

p a r t i c u l a r l y w i th respect to Federa l Open Market Committee purchases of 

Fede ra l housing agency paper. The Board of Governors has r e s i s t ed these 

suggest ions because i t be l i eves that such operat ions are not proper ly a 

f un c t i on of the c en t r a l monetary au tho r i t y . 

Under i t s s ta tu to ry au tho r i t y , the Federa l Reserve attempts to 

adjust the a v a i l a b i l i t y of c r ed i t to a susta inab le l e v e l of economic 

a c t i v i t y by i n f l u en c i ng commercial bank reserves. W i th i n the supply of 

reserves a v a i l a b l e , the banks a l l o c a t e c r ed i t accord ing to the demands of 

the market. A commitment to supply funds fo r any s p e c i f i e d purpose, re-

gard less of the cond i t i on of the market, might (and under current circum-

stances c e r t a i n l y would) run counter to the e f f o r t s of the monetary 

a u t h o r i t i e s to r e s t r a i n o v e r a l l bank lend ing. 

I hard ly need to po in t out that there are many sectors i n our 

economy which people might th ink have as h igh a p r i o r i t y as our balance 

of payments, and which they be l i eve to be j u s t as deserv ing of s p e c i a l 

advantages or of be ing i n su l a ted from the e f f e c t s o f a r e s t r i c t i v e monetary 

p o l i c y . Obv ious ly , any p r o l i f e r a t i o n of t h i s approach would make the task 

of the monetary au t ho r i t i e s imposs ib le . 

The opera t ion of a d iscount f a c i l i t y fo r export paper of the type 

suggested invo lves a subs idy, and a subsidy implies a d i v e r s i on of resources 

which i s c o s t l y both i n f i n a n c i a l and r e a l terms. I n my op in ion , one reason 

that i t i s suggested that the f a c i l i t y be operated by the Federa l Reserve i s 

that the f i nanc ing would not come from appropr iated funds, and the cost would 

be h idden i n the o v e r a l l operat ion of the d iscount window. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



-21-

I be l i eve that i f the Federa l Government should decide that a sub-

s idy i s requ i red f o r export f i nanc ing f o r compet i t ive reasons, the cost of that 

subsidy should be r ead i l y apparent and should be ava i l ab l e f o r cont inu ing 

cos t -bene f i t analyses. There i s an agency i n the Un i ted States Government — 

the Export-Import Bank— which has been created express ly f o r the purpose 

of encouraging U. S. exports. The Bank cu r ren t l y i s operat ing a rediscount 

f a c i l i t y which could be expanded i f the Government f e e l s that that i s necessary. 

The s t a f f of the Export-Import Bank i s bet ter q u a l i f i e d — and has a be t te r 

chance to assess the e f fec t i veness of the f a c i l i t y — than are the d iscount 

o f f i c e r s at the Federa l Reserve Banks. 

Fur ther , opera t ion of a rediscount f a c i l i t y by the Export-Import 

Bank does not invo lve the supply ing of reserve funds to commercial banks — 

and i t must be remembered that such reserves are the bas is f o r a mu l t i p l e ex-

pansion of depos i t s . Hence, such a f a c i l i t y at the Export-Import Bank i s not 

d i s r up t i ve of monetary p o l i c y . However, whether such a f a c i l i t y should be 

expanded by the Export-Import Bank i s a matter f o r others to dec ide. 

Establ ishment of a rediscount f a c i l i t y f o r export paper i n the Federa l 

Reserve that would meet the s pe c i f i c a t i o n s of those who urge i t would requ i re an 

amendment to the Federa l Reserve Act , which cu r ren t l y i s s p e c i f i c concerning the types 

and matu r i t i e s of paper that can be accepted for d iscount or as c o l l a t e r a l fo r 

advances from Federa l Reserve Banks. 

F i n a l l y , as I h&vm stressed above, the Federa l Reserve Board i s not 

convinced that a lack o f export f i nanc ing i s a ser ious part of our trade problem. 

As we be l i eve would be the case w i t h an export c r ed i t exemption, concess ional 

d iscount terms fo r export paper, p a r t i c u l a r l y i n times of monetary r e s t r a i n t , 
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c e r t a i n l y would r e s u l t i n more export f i nanc ing — but not necessa r i l y i n more 

expor ts . C red i t sa les might w e l l be subs t i tu ted f o r cash sa les , and i t 

would be extremely d i f f i c u l t from an admin i s t ra t i ve standpoint to assure 

that funds furn ished through the d iscount of export paper a c t u a l l y were 

used to prov ide a d d i t i o n a l f i nanc ing of exports . 

P r i v a t e E f f o r t s to Broaden Export F inanc ing 

At t h i s po in t i t might be w e l l to take b r i e f note of the p r i va te 

e f f o r t s which are being made to organize an i n s t i t u t i o n whose main ob jec t i ve 

would be to mob i l i ze long-term funds to f inance l^ ig-t icket export i tems. 

These are the e f f o r t s to e s t a b l i s h a P r i v a t e Export F inanc ing Corporat ion 

(PEFCO). Since these e f f o r t s have t h e i r o r i g i n i n the i n t e r e s t expressed 

by the Bankers A s so c i a t i o n f o r Fo re i gn Trade, there i s no need at t h i s 

po in t to prov ide an extens ive review of the developments to date. How-

ever, on the bas i s of the p lans f o r PEFCO as they are known today, severa l 

features of the proposa l are of cons iderab le i n t e r e s t to the Federa l Reserve 

Board. 

Apparent ly PEFCO would be a s ta te-char te red company, owned ( i n 

whole or i n par t ) by a number o f U.S. banks. I t seems a l so that the 

bank ownership w i l l be p r i n c i p a l l y through bank-owned Edge Corporat ions. 

P o s s i b l y other U.S. businesses may acqu i re some of the EEFCO shares at a 

l a t e r date. The business of PEFCO would be devoted p r ima r i l y to the f i nanc -

ing of j e t a i r c r a f t and other large i tems. A l l of i t s export c r ed i t s 

would be guaranteed by the Export-Import Bank. 
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Of the range of issues involved i n the p lan to e s t ab l i s h PEFCO, 

the Federa l Reserve Board's i n t e r e s t i s p r i n c i p a l l y i n the quest ions 

ra i sed by the proposal to use Edge Corporat ions as the veh i c l e s through 

which commercial banks would invest i n PEFCO and i n the balance of pay-

ments imp l i ca t i ons - - i n c l ud i ng poss ib l e e f f e c t s of the f i nanc ing on 

the VFCR gu ide l i nes . Under sec t i on 25(a) o f the Federa l Reserve Act and 

under Regu la t ion K, the Board's s p e c i f i c consent would be requ i red fo r 

i n d i v i dua l Edge Corporat ions to invest i n PEFCO shares. Some o f the 

Edge Corporat ions apparent ly would be newly chartered, and probably some 

would be owned by severa l banks. Under the proposed arrangements as now 

understood, no one Edge Corporat ion would have e f f e c t i v e con t r o l o f PEFCO. 

However, a l l o f the p a r t i c i p a t i n g Edge Corporat ions would together own 

e i t he r a l l or a majo r i t y of the shares i n PEFCO. 

I f the f i n a l o rgan i za t i on of PEFCO does take t h i s form — and 

i f the Board approves new charters and Edge Corporat ion investments i n 

PEFCO, a quest ion would a lso be ra i sed by the p r ov i s i on i n se c t i on 25(a) 

of the Federa l Reserve Act r equ i r i ng that the l i a b i l i t i e s of an Edge 

Corporat ion outstanding at any one time upon i t s debentures, bonds, and 

promissory notes not exceed 10 times i t s p a i d - i n c a p i t a l and surp lus . 

Apparent ly those developing the plans for PEFCO an t i c i pa t e a much higher 

debt - to-equ i ty r a t i o . This d i f f i c u l t y would c l e a r l y have to be reso lved. 

Of course, what p o s i t i o n the Board would take w i th respect to 

the d i f f e r e n t issues that would be r a i sed by the p a r t i c i p a t i o n of Edge 

Corporat ions i n PEFCO would turn on the examination of a s p e c i f i c and 
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d e f i n i t i v e proposed o rgan i za t i ona l arrangement fo r PEFCO. The Board 

would a l so have to assure i t s e l f that appropr iate cond i t ions could be 

e s t ab l i s hed under which adequate leeway would be ava i l ab l e to PEFCO for 

the issuance of any necessary debt instruments - - which could be acquired 

by Edge Corporat ions. 

I obv ious ly cannot p r ed i c t how the Board might act upon the 

necessary char ter app l i c a t i ons f o r new Edge Corporat ions or upon the 

app l i c a t i ons by the Edge Corporat ions f o r the Board's p r i o r consent to 

i nves t i n PEFCO. However, I urge those respons ib le f o r the o rgan i za t i on 

of PEFCO to present t h e i r proposed arrangements - - at l e a s t i n fo rma l l y - -

to the Board's S t a f f fo r a rev iew as ea r l y as pos s i b l e . 

Wi th respect to the balance of payments imp l i ca t i ons of the 

PEFCO proposa l , severa l i ssues should be considered. The f i r s t i s the 

est imate of the volume o f exports which might requ i re f i nanc ing o f the 

type which PEFCO could prov ide . The l a t e s t p r o j e c t i o n we have rece ived 

on an t i c i p a t ed j e t exports i s that they w i l l run to between $13 b i l l i o n 

and $20 b i l l i o n i n the per iod 1968-77. Such shipments might average $1.3 

to $2.0 b i l l i o n annual ly , although exports would be smal ler than that 

e a r l y i n the per iod and would increase along the way. I t has been 

suggested that such a heavy volume requ i res except iona l f i nanc ing 

resources and that some new method to mob i l i z e funds i s requ i red . 

Under the PEFCO plan, apparent ly about one-ha l f of the average 

annual $1.3 to $2.0 b i l l i o n of j e t exports would need f i nanc ing from 

PEFCO and from U.S. commercial banks - - and from the Export-Import Bank 
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i f those sources f a i l e d to produce the funds. The remaining amount would 

be met by cash purchases and by cash down payments. 

We do not know whether th i s d i v i s i o n between sa les based on U.S. 

bank c r e d i t to fo re igners and other sa les should be considered normal. 

F i r s t , we do not have data that show the d i v i s i o n i n recent years. How-

ever, we be l i eve i t has run some 30 per cent to 50 per cent fo r both 

Export-Import Bank and U.S. commercial bank c r e d i t to fo re igners . Secondly, 

we do not know whether the an t i c i pa ted increase i n po t en t i a l export sa les 

w i l l c a l l f o r a l a rge r propor t ion of the payments to be f inanced i n the 

U.S. market. 

However, on the bas is of what i s known to date, i t appears that 

the PEFCO arrangement would not make our balance of payments problem (nor 

the VFCR program r e s t r a i n t s on c a p i t a l outf low) more d i f f i c u l t than would 

be the case i f PEFCO d id not come i n to ex is tence and i f U.S. commercial 

banks and the Export-Import Bank therefore continued to o f f e r lend ing 

f a c i l i t i e s . In f a c t , PEFCO1s c rea t i on could have some sa lu ta ry e f f e c t s . 

With no change i n the VFCR gu ide l i nes , i f PEFCO were to come 

i n t o being, banks could extend c r ed i t s to fo re igners f o r export of b i g 

t i c k e t items to the same extent as they are able to do now. I f , as i s 

intended, the PEFCO export c r ed i t s were guaranteed by the Export-Import 

Bank (the PEFCO po r t i on of the c r ed i t ) or were pa r t i c i p a t ed i n by the 

Export-Import Bank (the sponsoring bank's po r t i on of the c r e d i t ) , they 

would be exempt from the VFCR c e i l i n g s . This exemption i s ava i l ab l e to 

commercial banks now. I t i s c l ea r that PEFCO i s designed to mob i l i ze 
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longer-term funds than are ava i l ab l e to commercial banks. This would 

enable i t to provide longer ma tu r i t i e s fo r j e t a i r c r a f t f i nanc ing than 

can the commercial banks. However, t h i s would not neces sa r i l y lead to 

a s i g n i f i c a n t l y h igher l e v e l of U.S. f i nanc ing than wi thout PEFCO. 

Whi le I obv ious ly cannot p r ed i c t the p o s i t i o n the Federa l 

Reserve Board might take w i t h respect to PEFCO, I pe rsona l l y f e e l that 

e f f o r t s to e s t a b l i s h a p r i va te f i nanc ing o rgan i za t i on l i k e PEFCO deserve 

support. There i s c l e a r l y an enormous amount of a i r c r a f t export f inanc-

ing to be done, and I am a f r a i d that v i r t u a l l y a l l of i t would g rav i t a te 

to the Export-Import Bank i n the absence of some such arrangements. Non-

bank f i n a n c i a l i n s t i t u t i o n s w i l l not have much i n t e r e s t i n these f inanc ings - -

s ince there i s l i t t l e or no p o s s i b i l i t y of p rov id ing an opportuni ty fo r 

equ i ty p a r t i c i p a t i o n . Thus, i f the Export-Import Bank must support such 

f i nanc i ng i n some form, i t seems bet te r that i t s ass is tance come through 

the use of i t s guarantee rather than through d i r e c t loans. 

Concluding Remarks 

In conc lus ion, l e t me repeat that our bas i c ob jec t i ve should 

be to make c e r t a i n that f i nanc ing i s adequate to assure that the growth 

of exports can be susta ined. However, we should be equa l l y a l e r t to avoid 

expanding the a v a i l a b i l i t y of c r e d i t to fo re igners beyond what i s needed 

to support our exports. To do otherwise would simply add to the c a p i t a l 

ou t f l ow wi thout p rov id ing any r e a l bene f i t s to our balance of payments. 
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Table 1 

Estimate of Bank F inancing 
of Exports i n 1968 

(M i l l i o n s of do l l a r s ) 

I . Flow of bank c r ed i t to fore igners i n 1968. 
A. Short-term (monthly average outstanding) 8,934 

Assume average maturity 180 days 2 

17,868 

B. Long-term (Dec. 1967 minus Dec. 1968) -432 

C. To ta l f low 17,436 

I I . Export c r ed i t s o f large banks 
A. Large-bank share of t o t a l f low 

(80 per cent) 13,950 

B. Per cent devoted to exports (20 per cent) 2,790 

I I I . Export c r ed i t s of a l l other banks 
Assume 100 per cent of fo re ign c red i t s 

for exports 3,486 

IV. To ta l estimated export f inanc ing 6,276 

V. Export f inanc ing as per cent of t o t a l 
exports, 1968 18.7 
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Table 2 

D i s t r i b u t i o n of Fore ign Assets, 
VFCR C e i l i n g and Leeway by 

Size o f Bank 
(Do l la r amounts i n m i l l i o n s ) 

To t a l Assets 

$5 b i l l i o n or over 

] 

No.of 
Banks 

10 

DECEMBER 19C 

Out-
standing 

6,864 

>4 

% of 
To t a l 

72.3 

Ce i l i n g 

7,207 

7. of 
To ta l 

72.4 

Leeway 

343 

% of 
Tota! 

72.4 

$2-5 b i l l i o n 13 1,146 12.1 1,203 12.1 57 12.0 

$1-2 b i l l i o n 30 748 7.9 785 7.9 37 7.9 

$0.5-1 b i l l i o n 31 412 4.3 433 4.3 21 4.4 

Less than 0.5 b i l l i o n 75 314 3.3 330 3.3 16 3.3 

TOTAL 159 9.484 

MARCH 1969 

9,958 474 

$5 b i l l i o n or over 11 6,493 71.1 6,773 69.8 281 49.1 

$2-5 b i l l i o n 12 1,195 13.1 1,235 12.7 40 7.0 

$1-2 b i l l i o n 28 800 8.8 828 8.5 27 4.7 

$0.5-1 b i l l i o n 31 210 2.3 292 3.0 82 14.3 

Less than 0.5 b i l l i o n 79 432 4.7 574 5.9 142 24.8 

TOTAL 159 9.130 9.702 572 
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