August 19, 1947

By William MoChesaey Martin, Jr.
Chairman, Export-Impart Bank

The dealine in dollar exshange rescurces of many countries resulting
from the unprecedented post-wer needs for United Statesz exports is creating the
most difficult problems for the United States and all comcerned, There can
be no one answer to the prohlen. It ean be solved cnly by attack from many
sides, vith the objective of inereasing produstion in and expcrtc from net
importing countries, thus establishing a better belance in world trade, Al-
though govermmsent sponsersd loans can bo but ens facet of this many aided
problsn, the currvent cperations and policies of the Export~-Impert Dank of
Hashington may be of some intersst in this connegtion,

Expori-Import Bank is a vholly cvned govermment corporation devoted to
finanoing and facilitating exports and imports of the United.States, It is an
independent agency of the -govermment, respenzidle cnly Lo the Congreas and to
the President. It 45 authorised to have loans and guaranties outstanding at
any one time of not more than $3.5 Williom, As of August 17, the Bank had
anthorised credits outstanding totalir; chemt §2,7 billion, lssving appraxi-
mataly $800 m'1lion avallsble for additicnal aeredits, As loans are revmeid, the
sunms so returned begome availahle for new operations on a revelving basis. Al
though a considerable proporticn of its fumds have been allocated to various
Baropsan comtriesn, ite operatiomns extend to virtually all parts of the warld,
as may be sean from Table 1.

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



-2&

Z2dle 1
Total Credits of “xport-Impart Bank, Outstanding
Auzust 1947

Anount g, of Credlls
“urepe $1, 928,000, 000 27
Asia 263,000,000 13
Iatin Americe 481,000,000 66
Other ——tda 000, 200 R
TO"!:la.l #2,693,0?0,%0' }-1»3

*Thooe Cignres ars net after deducting ammunls already
yopatd, Tho figurea in mbaaquent isbles are sroas
frou which repaywsnts have nol been deducted.

Praasant on~rations and policles of the Vxpori~-Impert Bank sten in part
from the type of operations esrried on by the Bank before the omtbresk of
World 2y II and, Iin part, fro: conditions ariging Jduring @is var and nogt-

Var yeara,

The Export—-Impart Dank vas e-irbllished in 107/ o asalst in ths reviwl of
foreign trnde of the United States, During the (lrst six ysara of its oxistense,
the Bank confined iiself largely to asalsting in finencing spscific export and
import transactions, chlefly the forasr, on applicatlon of Umited Strtes ex-
porters snd importsrs, The assistanoe of the Dank was usually scught in ordes
%o mak: nossibls terms of eradit to forelgn rurehasers of United States
products longer than customary and lenger than ccamercial banks were prepared
to ascamodate,

With the advent of the war ‘n Turope, the Benk's loniding suthority ves in-
creased to assist Letin Awrican comtriea to adjust themselves to the sudden
loas of their Buropean export markets, During the Yar yoars, the Bank arranged
a series of eredits to Iatin American comtries to purchase Mnited State: goolda
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and servioces required for the development of their resourves. At the sane tinme,
the Bank carried on with 1ts sarlier type of somitaents with United States ex-
perters and importers so far as availability of goods and shipa permitied. The
Bank also played a role in financing the production and import into the United
States of strategie and oritisal materials required for the prosegution of the
var,

In the period imediately following hostilities, the Bank was called upon
to extend large emergency loans to war-toem countries to assist in the rescon~
struotion of their economies and thus to sasist with & revival of trade on a
normal peace time basis, It wes intended, however, that the “xport-Impert Bank
should play a major rels in financing vorld reconstrustion only umtil such time
as the Intermational Bank for Rssonstrustion and Devalopment was prepared to
undertaks this responaibdility., When the Intermational Bank comuenged lcaning
opsrations earlier this yoar, Txhort-Impori Bank brought to an end ite pro-
grem of large emergendy reconstruction eredits,

A1l of the B:unk'e orediis finance Mnited Thatez exnorts and fmports but
the oredite mey he dencribed econveniantly in soversl categorina,

The Benk contimues to conaider c¢r-iilta $o finance trade vith comtries
undorgoing reconstrustion, provided such credits are in accordance with its
genaral suthority and poliecdes appliicable to all loans, Twe recent oredits 1l-
Ingstrate the transition from its sarly type of cmergsnoy reconstruction losn teo
the Donk's current policies, UWheress, most of the esrlisr reconstruction
eredits vere for the purpose of purehasing in the United States a great varisty
of aquipment and materials needed during the reconstrustion period,
such as food, medical suppliez, materials and equipment of all
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kinis, 2 resent cr>dit to tustria Cor apprexisately 13 milldion and one to Italy
for #1090 million are restricted - mesifizally to the pumehaso in the ‘nited “tates
of certain asterials and equipment required to reestablish mamufacturing operise
tiommof specifis industries in those couniries, enmabling them to resume and ome
pand thadr export treds, Idkevise, these recent loans oall for repayment over

a short period o ywars, vbhereaz the “ormer gredits extanded over terns as

long as 25 years, ‘he shorter tomm of matwrity 42 made posaible heeause of

the drect effest of the goods yurehassd upon the expeansion of exports “rom

the berroving couniries, %Tahie 2 lists the Bank's totsl veecustrustion

eredits by couriries,

Austris $ 13,005,000
Nelgien 100, 000, 00U
Thina 33,793,750
Uaneark 20, 000, 00
“thiopia 2,500,000
Tronce 1.2&"”9"—
iy 1001 200, :00
» 200,
Finland 65 00 mﬁ
Horvay 50,0(30,000
Peland 40,030, 00
“audi Arebla ~—104000,000
£1, 960, 298, 750

*Txelusive of $100 milldian 4o the “etherlands
Tapt Indles and 15 :1licn adiitienal to
Jsodi Arebia, sgroemmmts fer which have nover
formalisad,

In addition %o theszs reecnstruation aradits, “he Zank han axtended
eredite for the murchaszs in the "nited Stater of specific rav sorwoiiiing,
sush 2= sotion an? tobanco, Thens erailss axtend aver serieds of “rom Y
Digitized for FRASER

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



o8 o

to 2} years, long enough for the shipment and processing of the comsodities
end the sale of the fingl product. Theso eredits ars summarised by countriss

in Table 3.
Zable 2
Cemodity Credits by Export-Import Bank, by
~—Somtriea Outetanding in Miguet 1N7
Sountey Aant Gommedd ty
China ¢ 33,000,000 Rav cottom
Caechoslovakia 20,000, 000 " .
Cuechoslowaiia 2,000,000 Tobacce
Finland 7,000, 000 Rav cotton
Germmny . 19,000, 000 2o ¥
Ttaly 25,000, 000 " .
Itely 5,000,000 Tobagoo
®urope (Umallosated) , Rav oot.ton
$140, 000, 000

A third ¢lass of oredit is that of loans grented upom application of
Americen exporters together vith certain orodits suthorized at the instanse
of fareign entities for development of the preductive resourses of the borrovers'
countries, In these credits, also, the Bank is placing mmch emphasis on the
selsction of such loans as should quite diresctly improve the balance of pay-
mont position of the borrowing eountry. Furthermore, the Bank s mding to
confine 4tself to a greater extent to loans of shorter maturities, lsaving
the large long term development loen fumstion to the Internstional Bank, The
maturity of these exporter eresdits usually is commnsurate vith the terms ex-
tended by Eurcpean exporters and banks prior to World Var 11, These credits
are summarised by countrieca in Tabls 4.
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3able 4
U, S, Mmmtﬂmudw
BRAE S UERE, OT CONRLracs. ALRTUR
Saniry Aooqunt
Argentina £ 210,000
Austria 750, 000
Solivia 18,500,000
Brasil 138,939,377
Canada 5, 700,000
Chile 76, 351, 260
China 86, 000, 000
Coloshis 39,220,600
Costa Rica 7,000,000
m 8’%,%
Dominican Republic 3,000,000
Fouador 17,460,000
Tgypt 5,600,
Pinland 42,500,000
Haitd 10, 500,000
Hondurss 2,700,000
Mexiso 150, 800, 000
Netherlands 3,161,813
Hisaragus 4,000,000
Paraguay 6,400,000
Peru 450,000
Portuguesc West Afriea 300,000
Pusrto Rico 450,000
Salvador 1,726,000
Turkey 28,060,000
Uruguay 32,085,000
e -
arroy s Couh/ries , 24 )0 150
Total §749, 205, 200

The mansgement of the Bank s vested in a Board of Dlrectors eonsisting
of the Secretary of State, gx gffigig and four full time members appointed by
the President of the United States by and with tho sivice and consent of the
Senats, ot more than thres of the {ive members may be of any one politieal
party, The Chairman of the Boaxd iz a member of the National Advisory Caumeil
established by the Bretton Woods Agreements Aet, whieh Coumoil was established
to coordinate the “creign lending operations of the United States Government,
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In addition to the Chalvman of the Denk, other members of the Fatiomal Advisory
Cameil are tho Oeerctary of the Treamuary, the Seoretarics of State snd Commeroe
and the Chalmman of the Doaxd of Governoes of the Pederal Reserve Syatem,

Through this advisory council, the lending operations of the Dank ~re soordi-
nated with other Governmant agencies conducting foreign eradit operations, sueh
as the Treasury Department, Office of the Poveign Iigquidation Comigsion and
others, Likeviss, the operations of the Sxpori-Import Bank are eocordinated by
the Fationel ‘dviocory Commcll with the positien talkeu by the American represen-
tative to the International Bank,

The Bank is directed b7 Cengress by statute anly to maks loans whiech offer
reasonsble assmuvance o repayment. Profit is not a primary cbject. Requests
for the uss of the Bank's aredit, however, must be appraised in terms of the
Bank's statute, The Pank refeds nany credit roquests on this sccomnt, hovever
vorthy and deairable susch eredits might e in ths general intermational in-
terest, Iikevise the Mank does mot furnish equity capital,

The Congress aleo directs the Bank not to compate with private capital,
™he Bank must operatq, therefore, on ealgulated risks which private oapital
vill either not mndertake at sll, or only te a partial axtemt, The Bank
makeg overy effort to interest priwat: eapital in mrticiretion i{n its louns,

| When a credit of £200 million was eulherired to the llatherlands in 16, the
Bank was able to pecure perticipstion of private banks at thekr on risk for
aporoxinately one half of. the loen., In an increeasing number of irsztances,
private banks are narticipating with Export~-Import Bunk for some portion of
eredits extended %o foreign purchasers upon application of American exporters.
On nearly all loans directly relating to speeific Amsrican exparters, the
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axporior 2leo ia meweted to partisivate at his om risk for n rnortien of the
pare-n o ~riee Af tha eminmont,

"ays and means by Aich tha 3ank can sneourape and fecilitate imreorts aye
of major coneern to the Bank, Only by inmereansing {morts into the 'nited %tates
emn = high lovel of axports be meintained and the “ank's leans he wenald. The
foreism »alioy of the State DNepartment lookinm ta/ards the yeduetien of 211
fome of travls darriers end Yrade restrietions i of major gonsequemce to the
Bank, although the Daul hag no direct resonsibiiitien in the eondnat of +his
polioy. Very few of the “nnk'sg gredits, howewr, partain direetlv %o im-orts,
The feat that the tmrm of borreving by an importer is usually malatively short
ard much loans umally gan be mede with rrgourse on Lhe immorter malwa uch
finanaine suitable for comwarelal danks, The mejor eontridbution of “wpart-
Tmpert Nank %0 the problam of a better Lalance o exparts end fmports of the
Undtad a 23 Uos tn the seleotlion of expert eredits whish will nerve direefly
either Lo inereass produation in horroing comivries for export, er o inevease
their mroduetion of roodls they nov imnort, thas increacing thelr av:’!lshle
dollar and hard currency sxschange., ihe Bank doas nol usually extend credits
under precent ¢onditions for the export of “eonmumers goods® but suphnsizes
rathey Lhe ~als of “produders gools,”

Ri{Johnsonthme
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