International Transactions of the United States
(1946-1968) ()

In spite of the extensive literature on the deficit in the US
balance of payments, therc is a great deal of confusion on the
subject. In this article, we would propose to concentrate on the
presentation of the facts from 1046 to 1968 in a form which will

ermit of a searching economic analysis. This approach, we believe,
will bring out a better understanding of the transactions between the
United States and the rest of the world, "This method involves the
use of several accounts and sub-accounts as well as the calculation of

different types of balances.

* K K

Three majn types of account have to be examined separately.

I - The current transactions account covers regular or working
receipts and expenditures which should normally balance out in the
course of the year. These transactions are of a once-for-all nature
in the sense that they rule out the prospect of a return flow of
foreigh payments in the future. This account is the traditional type
and continues to merit close scrutiny,

I1 - The capital transactions account COvers receipts and payments
which involve at some future date a transaction in the reverse
direction (but not necessarily of the same amount), The capital
transactions may be short term (cash movements whereby funds are
deposited with or withdrawn from a foreign country), or clse long
term (investments of a certain duration which are intended to produce
dividends or interest over and above amortization), Capital transac-

(*) A revised English version of the French text published in the issue No, 86 of
Monetg e Credito edited by Banca Nazionale del Lavore. .

et 2
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tions are not in any way regular, and it is normal for a country,
c!ependmg on the period chosen, to be more of an exporter at some
time and at other times rather an importer of capital. An invest
ment abro‘aq does not constitute a deficit, in this sense that it is not
a consumption expenditure but the trade-off of an asset for another.
However, from the point of view of the foreign exchange market
this investment leads to a demand for foreign exchange which ma);
tend to raisc the exchange rate and might call for intervention to
prevent it. One should be very careful to distinguish between tem-
porary pressure on the exchange market (especially at pegged ratés)
and balance of payments disequilibrium,

_ I - Thc‘account for sertlements or offsetting transactions com-
prises transactions, generally by the Government — which take place
after the cvent — to make good certain imbalances, or which at
least appear to be so, and/or to ensure the stability of the exchange
rate. These transactions involve payments in an international cur-
rency and are designed to settle a debit balance. Settlement trans-
actions are the ones which raise the most difficult problems,

Secrion 1

THE CURRENT TRANSACTIONS ACCOUNT

- This account may be conveniently divided into two sub-accounts:
operations affecting goods and services (A), and unilateral trans-
fers (A). '

The sum total of these two sub-accounts gives the balance of
current operations which we will call BALANCE B (1). Thus,

A+ A" =B.

1. Sub-account A - Goods and Services,

Sub-account A comprises, on the one hand, exports and imports
of goods, and on the other incomes reccived or paid for services
(such as transport, insurance, the use of patents, repairs to ships, etc)
as well as the income of the factors of production (including caf)ital)j

Joives E:Iz); We have used .the same system of notation as in our book Les Probldmes moné-
crnationauy (Pards, Payot, 2nd edit., 1969}, and added a few further symbols to it,
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In Table I (see Annex), we recapitulate year by year to.fal'rfeceipts
in respect of sales to foreign countries, an_d reccipts of special interest
from certain major categories of transactions (sales of goods, travel,
income from: capital invested abroad. Column f showls the Gross.
National Product at current prices which makes it possible to com-
pare any item, in a given year, with the GNP of that year,

Table T calls for the following comments:

1) U.S. exports have constantly amounted to between 3.5 and

4 per cent of the Gross National Product (except for a marked ex-
pansion in 1946-48). _ 7

2) Foreign travel in the U.S. is increasing rapidly, but is still

at $1.7 billion, a fairly modest level for the U.8. cconomy.

Income from foreign investments has assumed Consi'dcr:jtble-

proportions ($7.6 billion in 1968) as a result of their accumulation..

In the same way Table 11 gives the expenditare side of the same
Sub-account A, namely purchases of goods and services. [t will be
noted that these expenditures have been consistently llowcir than
receipts, as is shown by the following abridged tablc Wl.uch gives the
annual averages by period. (Balance A is given in Table TII
abridged).

SuMmany or ‘TasLzs I and 11

GOODS AND SERVICES
in millions of doll_ars o

Receipts Expenditure
from sales on purchases

Annual averages by period
(inchuding military supplies)

104640 .« . . - e e e 16,964 8,792
T050-54 . e 0 e e 19,465 15,071
105559 « . . e 25653 20,475
106064 . . . e e e 32,695 T 25,434
166568 . . . . o e 44,666 . 39.,8.95

Military expenditure has increased sharply especizflly since ;1:965._

Forcign travel by U.S. citizens, including tourism, CORtinucs
— despite its regular rate of growth — to represent less than 0.5 per
cent of the Gross National Product. . I

International Frafsactions of the United States (1946-1968) 251

Lastly, it must not be forgotten that the USA also pays interest
and other charges on foreign investment. '

2, Sub-account A’ - Unilateral transfers,

In this sub-account are included payments without counterpart,
either in the same period, or in any other period. We have used
definitions and figures of the Department of Commerce (Table 1,
line 25). This sub-account comprises: private remittances, military
grants, other U.S. Government grants and varions transfers.” As
shown in Table IN abridged, these transfers, mostly planned by the
U.S. Government, do not change much in current prices and decrease
in real value,

This Sub-account A’ is, to a large extent, a measure of the gener-
osity of the U.S. towards the rest of the world, It was casily
financed as long as Balance A had substantial surpluses (See Table II1,
abridged, compare A and A"). It could be said that these unilateral
transfers were an offsetting item, namely a way to dispose of a
surplus,

In Annex, Table III gives the balances for Sub-account A (goods
and services), and for Sub-account A’ (unilateral transfers) and the
total of both balances, namely Balance B or Balance on curremt
operations (A +A’).

Below, Table IIT abridged gives a synopsis of the annual averages
by period.

Tapre III ABRIDGED

CURRENT TRANSACTIONS (for details see Annex)
in millions of doltars

A A+A'=B

Anoual average by period Balance of goods Umlater'al Current
& services transfers transactions

) (a)

1946-49 .+ . . . . . + 8,141 — 4,133 + 4,038
195054 « . o« . . . o + 4,303 —5,380 -~ o8y
IQ85°6G = + . . v e . +5,178 — 4,871 + 397
196064 .« . . . . . +7,261 = 4,179 i +3,082
1969-68 . . . . . . . +5,771 — 4,020 + 1,751

(a) Including military operations.
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3. Balance B: Current Transactions,

It will at once be obvious that, except for a short period (1g50-
1954), the balance A of goods and services has always shown a
substantial surplus, sufficient indeed to finance the unilateral trans-
fers (A”), with something in hand.

This does not mean that the U.S. have been doing good business.
If, in this sector of transactions, they have been recciving meore
money than they have paid out, it is because they have delivered
more goods and services than have been supplied to them. It is not
true that they spent more than they were earning; but, it is true
- as shown below — that they have invested abroad more than
they could afford from their trade income and that some part of these
investments were financed through financial operations.

This observation modifies the customary perspective. We must
not restrict our analysis to the money account which registers receipts,
expenditures and the balance (see Table 11T abridged, above). We
must also consider the supplies of goods and services delivered and
obtained. In this perspective of flows of real resources, it will be
noted that the U.S. have delivered to foreign countries, in 1946-68,
goods and services for a total of $639 billion (Table I), and received
only $ag9 billion (Table IT), ie. “a loss of substance ” for the
national economy of $r40 billion, of which the money counterpart
was used to finance unilateral transfers ($104) and, in part, the coun-
try’s investments, We must stress the concept that a sales surplus,
in the same way as gold, constitutes a means of financing an excess
of expenditures under other headings. To the extent to which this
“ financing in goods.and services * helps to create productive invest-
ment and future income, it.is in fact good business, If, on the other
hand, there is not enough real value, the export surplus is a loss.
It is strange that many cxperts are sensitive to gold losses and not
to “losses of substance” through excess exports!

* % ¥

'

If, as was long believed, by taking into account only t_hél money

flows, the balance on current operations is the best yardstick of the

state of international transactions, the situation in the U.S. has been
consistently “ favourable ”. However, it has deteriorated since 1964
or 1965, for Balance A has been shrinking every year, so that, in
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1968, Balance B was negative (minus $go7 million). A point has
therefore been reached at which the money surplus on goods and
services no longer enables the country to finance both unilateral
transfers and (in part) investment abroad. We must stress, however,
that the change has not taken place ten or five years ago, but very
recently. If this shrinkage of the Sub-account A persists and becomes
trend, the U.S. will no longer be able .to finance aid and foreign
investment through the surplus on goods and services.

SECTIbN IT

THE CAPITAL TRANSACTIONS ACCOUNT

‘Fransactions on capital account are’ distinguished according to
their duration (long and short term), the sector concerned (public
or private), the place of residence of the owners of the capital, and
thcr criteria, As will be readily understood, the combination of the
different criteria gives rise to rather complex classifications. In the
present account, we use the following distinction:

.~ Sub-account CA: Movements of capital belonging to U.S.
residents, and '

_ — Sub—acc9unt CE: Movements of capital belonging to fore-
ighers or non-residents.

1. Qutfloww and inflow,

~ In each sub-account, there are movements in both directions
(investments and withdrawals), but we have included the #ez move-
ments of CA and CE.
~ In Table IV, (see Annex), after having shown the movements
of private capital (column a) and the movements of Government
capital (column b), which have always been outflows of U.S. capital,
we come to tem CA as net ouiflow of U.S. capital (column c).
Column d gives us the nez inflow of foreign capital (Sub-account CE).
The figures show (column c¢) that the U.S.A. started to invest
substanua_llly abroad from rg56 on. But, it must not be forgotten
that foreigners since 1948 have never stopped sending their capital




254 - Banca MNuzionale del Lavoto - -

to the U.S.A. and that the inflow of foreign capital has swollen
since 1959 (cxcept 1965). In 1968, the inflow (CE) was greater than
the outflow (CA) by $2 billion. It will never be known whether it
is the non-resident who sends back to the U.S, the money which
U.S. citizens have lent or given.him, or whether U.S. bankers and
others are lending back to the world on long term the money which
foreigners have: deposited with them (the © Després-Salant-Kindle-
berger theory of intermediation ”), or whether there is a continuous
circuit, It may also be that there is a certain independence of each
of these ows from the other. And it is also a fact that U.S. banks
and firms are sending forth and back their money to and from their
foreign branches, or subsidiarics.

We give below an abridged Table IV, with annual averages for
CA, CE and for the overall balance of capital transactions (K), To
facilitate comparisons, we add Balance B. .

) ) Tasra 1V Anﬁmsm
CAPITAL TRANSACTIONS
in millions of dollars

Balance
Annual averages . : on current
by petiods ' CA CE K transactions
B
194549 . - 0 . = 2,544 —- 395 —3.339 - 44,038
195084 « « o o+ — 1,304 +1,310 - 6 — o8y
95559 v - =387 T L 41955 —n,332 + 397
960-64 . . . . . — 5,796 + 2,517 — 3,279 +3,082
196568 . . . . . —6,550 + 4,878 =167 + 1,751

From this Table IV, it is clear that the net capital outflow of
U.S. capital has always been larger than the net inflow of foreign
capital. o '

This can be analyzed in three different ways:

(2) a simple and naive way consists in considering the balance K
as the algebraic sum of outflow (—) and inflow (+); the result has
always been negative and can be called a cash deficiz; such cash
deficit has practically been offset throughout the period by the positive.
balance on current account (B); - :
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(b) a second way consists in considering the outflow as an

expenditure and to say that it has been “ financed ” not only by the
surElus on current account (B), but also by the inflow of foreign
capital (CE); in that case, the * deficit * for the whole period would
have been $go billion; . ' ‘

(c) a third and more sophisticated way consists in saying that
part of the inflow should be treated as regular receipts (above the
line) while another part of the inflow should be regarded as an

oﬁse:tting item; this third way will be discussed further under
Section I below, '

_ Using the first way, we have found that balance K. was -—$43
billion for 1946-68 and —$40 billion for 194767 (see Table 1V, in
Annex). For the whole period the surplus on current account has
been large enough to “finance™ or “offset” 8o per cent of this deficit,

2. Yearly flows and changes in position.

But, we think that capital expenditures should be considered
fr9rn an entircly different perspective. It is an expenditure incurred
with a stew to acquiring foreign assets. It is a quid pro quo, a
“trade-off”. The counterpart is provided simultaneously under the
form of titles or claims on properties. What will be given at a later
date is the payment in the form of dividends, profits and amortiza-
tion. In order to appreciate the meaning of the expenditure, it is
essex}tial to compare the sum of yearly flows with the increases in
foreign assets, as given by the successive “investment position of
the U.S. ", ' ) |

Tables VIII A and VIII B give the foreign investment. position
of the United States at different dates, from 1919 to 1967,

On the basis of these Tables and of Table IV (columns ¢ and d),
we have drawn up a SYNOPTIC TABLE OF CAPITAL TRANSACTIONS which
shows the changes in the foreign position of the United States (assets
and liabilities) between the end of 1946 and the end of 1967 and
makes possible a comparison of these changes in the position with
the capital flows of the years between these. two dates (1947
through 1967),

The structure of the assets has comipletely changed. In 1946,
the short-term holdings ($22 billion) were camposed almost exclus-
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ively of gold ($20.5 billion) and were substantially higher than the
long-term assets ($17.2 billion). In 1967, the long-term assets were
almost four times as large as the short-term holdings ($105 billion
and $27 billion respectively); of the short-term holdings, gold then
accounted for only 4o per cent. A new devclopment is that the
United States now has important private short-term claims on foreign
countries ($12 billion private short-term claims as against 1.3 in
1946). 'The long-term holdings have risen from $17 billion in 1946
to $ro5 billion in 1967. ' '

The labilities show a large increase, but their structure was
only very slightly modified (54.08 per cent short-term in 1967, instead
of 53.62 per.cent in 1946). ,

It is true that the liquidity ratio is no longer what it was (2,58
per cent), but it is still very reasonable (o.72 per cent of total
liquidity). It should also be noted that a substantial part of the
short-term liabilities ($15 billion out of $37 billion) is “due” to
Central Banks and is used by them as dormant reserves; in spite of
much ado about it, the likelihood of a rush is not very high.

Being willy-nilly a banker for the world, the U.S. has indeed
substantial deposits “on call ”. But, it is the philosophy and the
every day practice of any bank that all deposits are not withdrawn
at the same time, A reasonable reserve is enough. In case of an
emergency, there miust be a last resort (ILM.F., Central Banks, etc.),
not necessarily and exclusively gold. '

R

An even more interesting point, from our point of view, is the
comparison between the sum of annual capital flows and the varia-
tions in assets (gross or net). ' _

Between 1947 and 1967, the United States sent abroad capital
flows (CA) amounting to a total of $79.4 billion of which $22 bil-
lion were in the form of Government loans (2).

According to cur synoptic table (line 8), the gross asscts have
increased over the period as a whole by almost $93 billion, The
United States, therefore, have made a gain of 17 per cent on their
investment (in addition to dividends). If account is taken of the

{2) In the account of settlement transactions, we will extract certain capital fmoyemenis
from the Capital Account and treat them separately.
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deprecia}tion of purchasing power of the dollar and of the constant
economic expansion, this is not a very remarkable achicvement. Even
if we cgnsidcr only private capital, the result is still modest. The
flow of investment amounts to $57 billion, and the increase in private-
assets to $8o billion, i.e, a capital growth of 40 per cent over 20 years.

SyNorric TasL
CAPITAL 'TRANSACTIONS e

in millions of dellars

Foreign investment position Sum of
of the U.8.A, yearly fows
Diffetcnce
End 1946 | End 1967 | 1046-67 1947-67
(1)
I Shors term )
I A.'ssefs' g 22,003 27,140 |- + 5,137
2 Liabilities 8,515 37,051 | —20,136 | US capital
3 AssETS -
LIABILIYIES . . . . . 13,488 | — 10,511 | ~23,000 | 79,387
4 Liquidity ratio (1:2) . . . . 2,58 0.72
11 Long term
5 Assets . 17,219 104,087 | + 8,708
6 Liabilities : ’ Focelgn
7,365 1,962 | —24, capit:
- Aosars - ( 31,9 24,597 capital
LIABILATIES . . . . . 9,854 73,025 | 461,178 +38:723
Total
8 Assetls T+s) o 00 30,222 132,127 |+ 92,905
g Liabilities (2+6) - . . . . . 15,880 09,613 | —
10 ASSETS - s et flow
LIABILITIES {347 or ~ 40,664
8~y . . .. .. 23,342 62,514 | 439,172

(1) Sign {+) means improvement and sign (—) means deterioration.

As to foreign investors, they sank $38. billion (Table 1V,
column d) in the United States, Their “ holdings ” (represented by
the U.S.A. liabilities, line g in the synoptic table) have risen. from
$15.9 billion to $69.6 billion, ie. by $53.7 billion. Prima . facie,
forc.ngn investors have been somewhat more successful in increasing
their capital (+64.5 per cent) than United States investors abroad.
qugver, the most explicit reservations must be made as regards the
reliability of statistics. It is possible, for example, that movements
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of foreign capital to the United States have been underestimated
and/or that U.S. holdings abroad have been underjvalucd_ : _
Furthermore, this is a very rough estimate which does not take
into consideration the dates and duration of investments; if ﬁorelgn
investments had been in the early years and U.S. investments in later
years, the former would have increased more because they would
have had more time to do so. .
" 1f we look at the net flow of expenditure and if we compare
it with the net increase in the foreégnbiﬂvestmmt position, the situa-
ion appears to be one of near equilibrium. o
e H[;E\)ring spent $79.4 billion a%d r'eccivcd $38.8 billion, the U.S.
had a net expenditure of $40.7 billion, The net assets (Synaptic
table, line 10) have increased by $39.2 billion. Practically both
amounts balance exactly, a rather poor rcslult. .
One may very well ask whether U.S. investment abroad is good
business. 1 would like to see an investigation made on the following
point: are American firms able to invest wisely abroad and to manage

properly their investments there?

# % Kk

If we go back to the period 1946-1968, from a cash point of
view, the capital account is as follows (Table 1V):
Expenditures (CA) column ¢ . 89.940
Receipts (CE) column d . .. 46.845

Amount to be financed  43.005

The ﬁnancing' for the latter-amount has come mainly from the
surplus on Account B: ($35.6 billion). o

* % K
3. 'Balance 'B on current transactions and balance K on capital
transactions. '
Table V enables us to compare, year by year, the balances B

and K and to arrive at a provisional idea of a kind of deficit wh1ch
we will call A (=B +K). (See column <) :
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This deficit A is obtained by a scrutiny of recorded transactions,

and turns out to be very low in relation to the figures for the deficit
which are frequently guoted.

For the period 1946-68 as a whole, this deficit has amounted to
only $7.5 billion, The annual average for 1960-64 was less than
$o.2 billion and the figure for 1965-68 was $0.074 billion, It should
be emphasized that this deficit A is, in this view, that part of net
capital outflow which is not offset by a surplus on current account.
Or, in other words, that part of nez foreign investment which is not
financed by a trade income surplus. (Under other circumstances, the
same formula might show a deficit as that part of the “ trade deficit ”
whichis not financed by a net inflow of capital.) However, this is
only a tentative approach to the study of the deficit which must be
carried a stage further by an analysis of the settlement account,

Secrron 111
THE SETTLEMENT ACCOUNT

While the current account and the capital account are supposed
to record business transactions, the  settlement account ” is intended
to show how discrepancies between the twa have been “financed ”
or “settled ”, for instance by borrowing or by sending gold. But,
it is possible to proceed the other way round, namely to figure out
first “the settlement deals” and to deduce from these deals that
there must have been some sort of “ discrepancy ” to settle. Thus
the deficit is measured by the “ settlement transactions ”. The result
is that the deficit is — statistically — the sum of whatever transactions
are listed as “ settlement transactions”. Since there are many ways
to define a settlement transaction and to make a list of such trans-
actions, therefore, there are many ways to figure out a “ deficit 7,

By analogy with business accounting and, in particular, with
the “ Bank ” account, a settlement operation is 2 payment (or a with-
drawal of funds) designed to straighten up a balance, i.c. to eliminate
any decbt or credit outstanding, It is assumed that, from time to
time — for example at the end of the year — the credit and debit
items resulting from various transactions are added up to give an
algebraic sum. If this is a negative balance, the customer pays in
an equivalent amount in cash in order to “balance” his account.
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Assuming that the customer “ settles ” his account once a year by a
special cash payment, this cash payment may be regarded as the
repayment of a loan granted by the bank or as a measure of the
excess of debits over credits during the period. A positive balance
at the end of the year could be settled hy a withdrawal, but most
people do not care to do so.

~ In practice, deals with the Bank are much more flexible. During
the year, the customer who feels that he is likely to run an overdraft
replenishes his account, in various ways and in advance, but it then
becomes ¢ difficult to single out the true settlement . This brings
us to the heart of the difficulties involved in determining the deficit
in the balance of payments by adding up the settlement operations.
What should be included in these operations?

* % *

In a simple model of international accounts, we may assume
that the Government instructs its Central Bank (or its Foreign Ex-
change Department) to keep an account of foreign transactions, and
to evaluate the deficit by the settlement operations which the Bank
is obliged to carry out at the end of the year (c.g. by drawing on
the International Monctary Fund or by borrowing from a foreign
bank), When the Government and/or its Central Bank take charge
directly, it is easy to recognize a “ compensatory official financing”
as an ex-post settlement of the deficit. But, life is more complicated
and we can discover five different methods of describing and listing
“ settlement transactions ”.

1. Gold only.

The first method — a very simple and primitive one — is to
consider any official disbursement of gold and only that as a settle-
ment transaction, The fall in the gold stock is regarded as a “credit "
which has been used to balance the account, and it is deduced from

this operation that there was a corresponding deficit. The inflow -

of gold or increase in metal reserves, on the contrary, reflects 2
surplus in the balance of payments. The deficit will therefore be
defined and measured by the decrease in gold stocks and not by th
analysis of transactions, as was the case above. _ :
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2. Reserve assels,

- Arsecond method — a slightly more refined one — is to count
all the reserves — be they gold, convertible currencies, gold tranche
of the International Monetary Fund. " We shall call DR the move-
ment of these reserves, When DR diminishes, the cbuntfjis’&editéd
with the payment in"its general account, which leads us to assume
_that there was a corresponding deficit, measuréd by the variation
in reserves.

Let us, at this point, look at-Table: V (Annex).. - -
" e

5 G .. . - . . - n . g . A “w -
i We find “our” A, calculated by the analysis of recorded trans-
actions: ' o ) ' o
S B+ K = A (see column c). e
_ In-column f, we have set ouf the variations'in DR eserves 28
given in the President’s Report (January 1969, page 335 which agreés
with Survey of Current Business, Table 111, line 4. '
. Thc lef_ft;re{l(;(::‘ between A and DR corresponds exdctly — except
in 1954 — to the “ ervors arid omissions ® shown by "S.C.B., for the
specific reason that the data obtained from recorded- transactions have
b?(tl'l“ reconciled with those from the reserve changes, by the use of
the “errors and omissions ” item. ’
. We can write; '
[0 B+K=4
[2] DR — A = EQ.

?e{;? tlot. i-siglf:tl.dchtoOd_l thét c.a.lcglatlf)ns. m-ferc, made lb_y_ working from
We could also write that the actual deficit is ﬁbt- B+K=A
but B+K+EO=4" or A+EO (column ¢). From equation fé'l’
above, we might deduce: DR=A+EO=4". —_—
y 'll:*‘mally, ‘one ‘might believe that it-is casy to find out the true
ICHC'It by the formula DR'= A" working ‘in reverse frofa DR to &';
onlng at column f would he 2 wonderful short-cut!. S ’
Y cqurs.,e,’aldl this reasoning is purely- tautological and brings
no more than' the starting assamption’: ©if they had to pay out so

- much, there must have been an equivalent deficit *, By adding the
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appropriate adjusting item EO to the deficit as measured by recorded
transactions, we make this deficit equal to the settlement transaction,
At this juncture, we are left with an alternative, Either, we
stick to statistics of. recorded transactions and we try to improve
them. Or we believe in the indirect approach by  measurement of
the settlement transactions * and, in that case, we endeavour to get
a good definition and a good list of * settlement transactions *: if
this is at all feasible, :

3. Official rescrve position (Bernstein).

The specialists consider that certain transactions included in CE
(Table IV, column d) should be transferred to the righthand side,
be regarded as offsetting operations and be used to give the measure
of the deficit. Should we not, for instance, include in them all new
commitments vis-vis foreign Central Banks? Should we also
include commitments to commercial banks? Iz is clear that the
move items are transferred to the right-hand side, the longer the
list of settlement transactions becomes, and the larger the deficit (3).
Let us analjf&c further several * listings ” of settlement transactions.

" The third method (the Bernstein method) — which we will

call DB — consists of analyzing the variations in the official reserve

osition, counting pot only rescrves (assets) but the official commit-
ments (Habilities) (4).

In practice, of course, there is no question of balancing an
account by an actual “ scttlement ” at fixed dates (5). The monetary
authorities, in various circumstances and sometimes on a day-to-day
basis, call on their gold or foreign exchange reserves to meet requests
for conversion from foreign Central Banks or to intervene on the
foreign exchange and gold markets, or enter into new commitments
vis-a-vis forcign authorities, From time to time, they take stock of
their reserve position and compare it with the position at an carlier
date,

(3) Instead of this horizontal algebraical presentation, it is possible to use a vertical
presentation of accounts, the sign = being replaced by a lime, With she vertical model, the
question is whether an item should be abovs the line (on- the left-hand side) or below the
line {on the right-hand side),

{4) Some Cemtral Banks do not give clear accounts of assets and liabilities; it is
therefore difficult ta know what is the net reserve position. In France, there has been some
confusion sbout this, particularly at the time of the devaluation of the franc {August 1g6g)-

{5) This has happened, however, to the Buropean Payments Union, and still hoppens
between * foreign exchange offices ”, )
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le:rc is detertoration when assets have diminished and commit-
ments 1nc.rcasc-d. The total is considered to be a settlement operation
and the sign of a deficit of an equivalent amount,

The increase in gross reserves and the diminution of commit-
ments, on the contrary, reflect an improvement in the balance; and,
hence, a surplus in the balance of payments, - : -

. Of course, both changes, in assets and liabilities should be con-
sidered; the nez change gives the proper figure. no

Below we give the jtems used to calculate the balance accor.cii:ﬁg
to the Bernstein method (DB). S : '

VARIATIONS IN THE OFFICIAL RESERVE POSITION (DE)

in millions of dollars

1965 1966 196y 1668
T Official reserves (1): | -
(0} Gold , . e e e Lot 1,665 + 571 + -, 170 1,173
(by Convertible foreign exchange . — 349 |~ s40 ] —1,024 — 1,185 -
() IMF gold tranche . . . . . ] —~ g4 [+ 53’} - , 94 1o ,872
Totdd (1) . . . . . . | 41,222 +l 568 + 52 — 8%
2 Gfficial Labilities (2): -
(d) ;tquilc:l Cee e —. 18 — 1,505 s ,062 | =310
(ey Nondiquid ., . . . . . |, + 85 ) + 1,29i +2,373
Total (2 . . . . . . 07 - 834 +3,353 .~ 737
Total 1 and 2 (). . . - 41,285 | — - 266 +3.405 | 1,617
Assumed deficit or surplus () . . . —1,28¢ + 266 — 3,405 +1 6[7"
. 22 3

(1) "Fhe plus sign indicates a drop in rescrv i i ; it
ign indi . ‘ ! es which gives risg to a credit, The minus
sign indicates an increase in assets, & ) ) maus
(2} The plus sign indicates an increase in liabilities, i.c. loans which, i
. i E rease in liabilities, i.e. loang which,.in i .
diate future give rise to a credie, S ! . T the imme

(3) The plus sign indicates the total of settlement e ions which " )
1 | 0 ment transactions which have :
settled an assimed deficit (or surplus). - ' Thish ba P"'?Wmab-Yl

(4) Minus means deficit; plus means: surplus,

IF should again be emphasized that the method cofisists’ of-
assessing the deficit on the basis of transactions which are con-
sidered as having served to finance it. S

(See in Table VI the series of balances since 1960). -

The Bernstein method obvicusly constitutes an improvement on
the reserve method (DR), for it takes account of the new indebted-
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ness of the monetary authorities (or of the reduction in their debt).
Just.as a private individual, in order to assess the change in his posi-
tion, has to take into account not only the changes in his- liquid
assets and holdings, but also the cvolution of his liabilities, a country
has to bring into the picture its official indebtedness. Whether- a
deficit has been settled by paying a billion to or borrowing that sum
from the Bundesbank, both cases represent the setlement of a
deficit, - S » : :
_Nevertheless, the Bernstein method is open to criticism on at
least three scores, St SR

(2) It is not certain that the increase in the commitments vis-a-vis
foreign Central Banks corrésponds entirely to a settlement transaction
ie. to a loan made with a view to financing the deficit. It is also
possible that, in part at least, the foreign Central Bank- has deemed
it to its advantage to deposit funds in New York, in other words,
that there has been an autonomous capital movement, Why should
an investment by the Banca d’Italia in New York be treated auto-
matically as a settlement transaction, whereas an _investment by the
Credito Commerciale Italiano is regarded as an export of capital
(to be placed on the left-hand side of the equation and regarded as
a regular receipt)? '

(b) The movements of funds between the private and public
sectors abroad are reflected in the form of deficits or surpluses in
the United States balance of payments, while the U.S. itself is not
in any way responsible for this fact. Thus, when Frenchmen pur-
chase - dollars from the Banque de France, the result is that the
official U.S. commitments to thc Banque de France (and hence the
deficit) diminish. At the same time, the U.S, commitments to the
French private -sector increase by the same amount. The creditors
have changed but the. overall U.S. liability,r_cmains the sarne buit
Bernstein has recorded an improvement of the official reserve position
and not the detericration on thie other side. Later, when the French
sell back the dollars to the Banque de France; the U.S. deficit
increases. It will be seen below that the Lederer method avoids this
drawback.. ‘ : S S
() Lastly, the variations in the gold tranche in the L.M.F. may
have no relation to the U.S, balance: of payments. When India
draws dollars, theigold tranche increases, and this makes the deficit
staaller; but when India repays its: drawing; it reduces.the U.S. gold
tranche and: increases: the apparent deficit to the same extent: -
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4. Ligquidity position (Lcdercrj (DC D

| fl‘_he fourth method — the Lederer method - is older than the
previous approach and has been worked out by the Department of
Commerce since 1946. It is not really an instrument for measuring
the deficit, but rather the variations in liquidity. | S
As regards official reserves or assets, the Lcdétcr accoﬁnt is
cxactly the same as the Bernstein account, B
_ .I.n’ the case of liabilities, Lederer omits non-liquid ” official
liabilities (Roosa bonds and the like) but he adds liabilities to foreign
commercial banks and to “other non-residents”, o
This will be clea from the following table:

VARIATIONS IN LIQUIDITY (DC)
in millions of dellars

1965 " 1966 | 1967 1968

1 I\l\cservcs [ F1222 | 4+ 568 + 52 —  B8a

2 Liabilities: : o
Liquid official | . ;

1 e e e e, — 18 -1 —

- To commeteial banks . . . , + 116 +a:gg; j:'zzl _;3,1:30
o) . - 1,202 “3a302
To other foreign residents 4+ 306 + 212 + ' Iz - :l_s’.jes ‘
To international organizations . — ;agr — 525 :1; -.4 738

: 5 | — 218 | 4. 8
Total - . .  « ... + 113 + 589 + 3,519 o l
Towl 1 aad 2 . . . +71,335 +1,357 +3,571 —. 158
Balance . .

. —L335 | L35y | —hsm |+ 158

o In 1966 and even more so in 1968, there were transfers from
l'orb?'llgf.l official c.rcd1tors o foreign private creditors, “Thus, in 1968,
iabilities to formgn official institutions fell by $3.1 billion, but; as
agaépst this, it was the commercial banks which acquired short-term
zrc 1tts (3.4)- ‘cﬂlhth the Lederer method, it is the net result that
ounts — a moderate surplus— while Bernstei i
. stein a

ool | p | : 1Tc'co_rd§ a- substantial
: Bm, tkc; Lederc'rf'“ balance V' is not a measure of the deficit. It
lfz,lb'f(l)' a large extent, influenced by a questionable component i.e.

thties to foreign commercial banks and foreign residents, The

LY
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increase in these liabilities is not necessarily a settlement transaction
required to offset an existing deficit. It may be traceable to an
inflow of foreign funds for legitimate business or to “line of
credit ™ granted by American banks to foreigners (or to their branches
abroad). Moreaver, the Lederér account does not take into consider-
ation the increases in U.S. short term private assets abroad.

At this poing, an examination of the two settlement accounts
— DB and DC — brings out a number of interesting points.

in millions of dollars

.7196‘5 1966 1967 1668
Bernstein {DB) . . « .o s o e b7 1,289 4+ 266 —3,405 +1,617
federet (DCY . -« « o+ - —1,335 1,357 — 3,571 4 158

Yee 9 more complete series in Table VI

oth methods,

(2) In both accounts, 1967 was 2 bad year by b
ficit (see also

but we are far away from a persistent and increasing de
Tables V and VI).

. (b Calls on -official reserves declined (1965 $1,222. million;
1966: $568; 1967: $52), and these reserves increased-in 1968 (see
Table * Lederer * above), :

(c) There is also a change in the official reserve position, the

‘ncrease in convertible currencies and drawing rights offsets (and
more than offset) the fall in the gold stock. -
Points b and ¢ are confirmed by the following figures:
— _in billions of dellars

' 1965 1966 | 1967 1968
Geld i . . e o s e e 14.06 13.23 12,06 10.89
- Canvertible currenictes .. e < o.78 1.32 2.34 3.53
International Monetasy Fund . . . o.60 ©.33 0.42 LAy
Total . . 15,45 14,88 14.83 1573

Source: LS.

i G

N
L
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Thuls, the U.S. is moving away from the gold standard if this
n?c:ans the exclusive use of gold as a reserve, and towards an ex-
z ;Sangc standard in which foreign currencies and drawing rights

ume an important part in the composition of i

n im | reserves (am '

to one-third in 1968). P famounting
- (d) The nature of “settlement transactions” also changes

1&;: is lcs.s recourse to reserve and more to credit, as is brought
out by the increase in labilities. In this respect, 1967 was a typical
ycz:ir. A huge deficit was financed by only $52 million from reserves
and $3,353 million by official credits.

() Credits on sight have been i '

o . replaced by medium-term
liquidy credits. P ! fm (o

in millions of deflars

Variations in official Jiabilities
Hauid’ © non liquid
:ggz e e e e - 18 + B
]967: C e e e e e +1,595 + b1
1968 : P e e e e s + 2,002 ) -1-1.,;!;;1
e e e e e e Tl + 2,300
- 2,661 +.4.497

5. Symmetrical liquidity position (DC").

A fifth method is, in our view, indispensable if the shortcomings
of the Lgdcrcr method are to be made good. o ’
th Admittedly, Lcdcrf::r i.s .right if the question is considered from
the narrow angle of liquidity and of the risks which withdrawals
of f.unds would involve for the dollar on the foreign exchange market
It is not enough, as Bernstein does, to take into account forei n
official liabilitics. We must also envisage the possibility of sa ga
Gccll‘man ‘cornmercial bank withdrawing its deposits from Nc?w ‘Ly(;rk
:Eth(i?t);lcng. Mar{])cls_. {f the sums involved are substantial, the U.S.
e fms are o iged to el Mar'ks on the market to prevent the
o e ;n ﬁgo'mg over the permissible hmzt' and, to do so, they have
o ofﬁciailh1;11§?t lrcslcirvclji (and credit facilities). In other words,
o rivace 21%25,5 ould guarantee not only official _c:omm:itmcnts
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However, the Lederer account.is.not symmetrical, for it does
not include; as we have said, variations in .private U.S. holdings
abroad. “These holdings might, in the example. aboyc,-b—c used. to
sepay the:German bank (by drawing o.n-thcaU.S. claims on s_.moth‘far
German bank). In any case, if we wish to study the variations in
the, official-and private. position, we must take account not only of
the changes in debts but.also the changes in claims, This brings us

to an acceunt DC’ or .k;Lcde,rer__accounﬂtj.'purgcd of its asymmetry
(Table VI).. - 7 . AR

6. Doubts. = - ..

Finally, it is very doubtful that the concept of :“-"Sc:‘t@lé’l’licnt
transactions ® is usable as a tool to measure up the “ deficit”. If
it is limited to gold moverments, ‘it is obviously too narrow. ”Bu_t,
when one decides to enlarge it, one does not .know where to stop.
It is necessary, of course, to bring into the picture the changes in
the official reserve position (i.e. position toward the LM.F. and other
central banks). But, it may be wise to CO[}S}C%EI‘ also the changes
in the ‘short term position (assets and liabilitics) towards foreign
commeicial banks. At this point, one may wonder why a Govern-
ment long term borrowing, from outside funds, would not be a set-
tlement transaction. And how about the long term bond issuc of
a nationdlized enterprise or a private issuc guaranteed by the Gov-
crnment ? o

If the Government applies a policy to attract, by var1fms“1_nduce_-
ments, the investment of foreign capital, it could be said that the
induced inflow of capital is a scttlement transaction intended to
cover a deficit, . L . :

T would even go as far as saying that there is no reason, why
an “export surplus” would not be a settlement transaction,

The truth is that there is na way. to define a deficit. Perhaps
there is never a deficit because receipts and payments always balance.
" One should not be. surprised to find so many hgures for the
“ deficit.”. S

* ok #

Table VI (rcproduced in the Annex) recapitulates the various
balances for the years 1960-68: . :
..+ Balance, A -Goods and services;

Balance B: Current transactions;
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+ - . DBalance K Capital transactions; :
Balance A: B+ K (recorded transactions);
~ Balance DB or Bernstein balance;
. _;_:‘Bahi‘nce DC 61:.“,Lcdc.r;ér' balance;- .

and ‘Balance DC’; or Lederer balance purg-cd"'of asymimetry.

It will'be scen that the total for the eiglit years ranges, Aaccording
to the criterion chosen, from a surplus of $47.3 billion (A) to a
deficit of $20 billion (DC), or even to a deficit of $23 billion (K).

Table VIII shows the means whereby the Lederer balance was
finguced, or, which comes to the same thing, the settlement opera-
tions which. in. their totality measure this balance, It will be noticed
that, in the last nine years, gold and foreign exchange represented
25.66 per cent (column ¢) and liquid commitments to official bodies,
13.5 per cent ($2.7 billion), *The most important part (over 6o per
cent, columns f and g) comes. from private commitments, i.c, private
short-term capital movements, which are not necessarily settlement

transactions, If this item were suppressed, the deficit would be only
$8 billion (20 — 12),

Sucrion 1V
~ CONCLUDING REMARKS

1. The so-called “balance ” of payments is a statement of the
short-term: foreign position of the U:S.A, -1t can be. referred to as a
“cash and “near-cash: position ” or as a * liquidity position ”;" This
position results from a comparison between assets and liabilities.
From one date to another, the position changes, It deteriorates when
assets decrease and liabilities increase. - It improves when assets in-
crease and. when liabilities decrease, A deterioration of the net posi-
tion is called a deficit of the period between two:dates. An improve-
ment is called a surplus, But these deficits and surpluses refer only
to the cash and near-cash position. They have nothing to do with
loss and profit as understood in usual business, - : S

2. In the U.8:A. there are two methods to compute the Hguidity
position. “They both cotrespond to .our: definitions. under 1. above.
The.main. difference is. that the Bernstein balance uses only the
official liquidity position, while the Lederer. balance takes into account
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the private-and-the-official liquidity (but omits certain U.S. private
assets abroad).

3. On a long-term perspective (1946-68) and on the basis of
five-year averages, the Lederer balance (the only one -available
throughout the period) has never been a serious problem. There is
no trend for the worse and, in peak years, the deficit was less than
half of one per cent of the Gross National Product.

DEFICIT OR SURPLUS “ LEDERER ™ (DC)
in millions of dollars

1 ' 1946-40 | 1950-54 | 195559 | T9f0-64 | 196568

]

} Average by period . . . +1,539 e 1,085 L4 — 2,769 — 1,526

Noze: In constant dollars, the 63-68 deficit would he much lower than the onc in the
fifties. : - :

4. The “account on goods and services” records business deals
(purchases and sales). All throughout the period, this account shows
a surplus of receipts. This means that the U.S.A. have supplied to
the world far more goods than they have received (at market
prices). This might be considered, in real terms, a loss of substance
or as an offsetting item.

5. All throughout the period, the U.S.A. have made® unilateral
transfers” (gifts); with one exception, these transfers were financed
by the surplus on goods and services. ' -

6. The balance on current transactions (B) is the sum of * Goods
and Services” and © Unilateral transfers ™. Except in 195054, this
balance was positive during all periods (see Table IID).

=, The “ capital account”, as described in Section 11, shows as
expenditures the net outflow of U.S. capital and as receipts the net
inflow of foreign capital into the U.S.A. All throughout the period,
the net outflow has exceeded the net inflow (the situation is now
changing) and there has been an excess of expenditures over receipts.
This is not a true deficit. One has to compare the expenditures
abroad with the (long term) assets acquired, - :
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8, The overall account from recorded transactions (current ac-

count + capital account) shows a rathér small cash deficit (Table V,
column c). S

9. The deficit of the U.S. has béen grossly exaggerated for
three main reasons: a mishandling of the item “ liabilities to all
foreigners ¥; a misinterpretation of the function of “banker of the
world ” of the U.S. and a confusion between a liquidity problem,
an exchange market problem and a “ balance of incomes ”,

10. An increase in liabilities to foreigners is handled by both
Lederer and Bernstein (their “ coverage ® is different, but this docs
not matter here) as “ offsetting transactions ” (below the line) and
not as short-term capital imports; yet, some substantial part of these

foreign deposits with U.S. banks” have nothing to do with the
settlement of a deficit; they reflect the propensity to hold dollars
for various purposes (also by Céntral banks).

11. Being a banker to the world, the US. carries larger and
larger “ liabilities *, because the dollar has become an international
currency; the increase in liabilities is confusing because it may
originate in an import of short-term capital or in an “export ” of
U.S. capital (line of credit granted). The increase of labilities of

the banking system has not much relation to the situation of the
U.S. as a trader.

SUMMARY OF MAJOR ITEMS (AVERAGES BY PERIODS)
in mittons of dotlars

Negative items Positive items

Asmaal R
amerage (o AV (— CAY 4 (~ DRY4 (~EOY=FO + A+ CE + DR
periad Unilareral |US capical Increass Erzors Trrors Goods Foreign Use of

waners | oin | % | oot | ommens | Sckes | adam | R
1946-49 | 4,133 | —2,944 | — tads o787 1 +8,171 [{(—e.395)
1950-54 | —5,3%0 | —1,304 ‘ +0,335 | +4,393 | +1,370 1 40,009
1055-59 | 4,781 | —3,387 +0,640 | +5,078 | 71,955 | +0,295
w6y | —4.079 | —3.908 — 0,708 +9,361 | +2,517 | +0,966
1y65-68 4020 | —6,550 ~ 0,354 | +a.971 | +4,878 | +o0,240
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12, Of course, as a banker; the;U.S. should be concerned about i Tawx 1
its liquidity: atio.- But, jn. general, foreign holders of dellar balances EXPORTS OF GOODS AND SERVICES
Jo not intend to convert them into gold, These balances are intended . in billions of dollars
as dormant reserves, as purchasing power good all over the world, . - S s
as claims. on. U.S. securitigs, as currency to. purchase other curren- - ) 1
e h e RN B e D v - . e ol tot: PR A : 5
cies, etc., It/is no longér necessary. to have a 100 per cent gold reserye, S e (7 eoeeead whichs
We are not in 18441 To be sure, there may be. at times “traffic. jams” : e N iare swosk: Mot o | GNP at
h s L P o Do e S . renle s i L1113 A ITes - 5. il y NCOme v
and “ bottlenecks” on. the foreign, _exchange market, and some a ) ¥ Supplies | Nofi- military goods from | current
arrangements should be worked out for “ peak, hours” ot “ peak j ko » a7 Travelling | foreign | prices
L . AL R PR - R Sooh b gy - b ! 4, 11 & i P b o . mvest-
davs *. But, there is no reason why the whole structure of interna- g | exdiuding SoNp | 7 ents
vional trade and international investment should be disturbed by the ‘ ' scB | scw sCl SCB - | SOB i
devarf problens” of the balarice of payiients of the U.S.A. o , line x| linea | line 3 line 7 |y 412413
e SFC AR ROTN ' e : * b 2 . o e f
17 Indeed, there is no cause for all this firss, disturbing un- 1046 vaBoq | 14ms 6 ' '
R R R TE Y . N ‘ e . T4 ey voo50r b ol :
reasonably“the innternational monetary system, and still less for meas- _ AR gl e AT g;gi o772 2205;'.2
ures pertlous to the world economys - = * - SRR oS B 1678 | magy | 52 0.334 1.340 oy
FRR PRI . : EPE R B N DR ) 949 - .. 15.001 . 15,770 11,149 473 ©o0.302 1.395 |° ° 2565
. S s . . Ma, . .o, . 16,064 |7 3 T ’
- 7 % " Roperr Mosst e | basy | 13266 5-56 0340 risz P 2384
Grenoble 1950 . oo |37 | ondor | oroar | 355 L o 1593 | . 284.8
LY B o i9§:§ R T A 4123 | 430 1 0473 1.882 ) 323:4
193" R 20.574 | 17.992 13,319 7 385 7 "0.550 1.B28 " 345.5
1953 e )RR [oafar | st e 330 0y rgro [ 3376
954 < o - S2TA2E [ 17759 12999 [ 350 | 0.565 1.888 364.6
: ‘ ‘ 7 Ma, ..o g 3'9.465, 17049 dasy L 370 | esm 222 | 3648
. A S R . 1935 R .- C22.392 | 19.804 “14.280 | 358 iy “0.6 . . 7
A vy - -2 3+ 054 2.444 398.0
i:}sﬁ e 26,162 [0 23.505 7,379 | -4 I ;L0085 2,662 ‘ 329'2
1()5% L. 28800 | 20481 16,390 | . 430 L+ 0.78g 2.817 ¢ gq4na
958 . ... 25353 23,067 16.264 | 383 0.825 2.845 | 4473
1959 « « - 25.463 23.489 16.295 336 7 ooz 3.043 o 43.).:"7
, ) 9 Ma, L. L[ 25653 | 23087 oo | 381 | oy am62 |7 azn8
b L. L, . 20.000 27,325 10,485 T s i '
- i e Lo 27,32 . 19.487 386 I o919 ; .
! :gg; SR I N 28.609 19044 | 383 0 ooqy ?3:2 ' ;‘232
L ) 7 . 9l e 31,882 10.343 20,606, [ 367 1 easy |- sare [T g60.3
TR e e Igﬁg A 3%-994 32.432 ce2071 f 373 ) nots | 4.840 - 500.5
: N . _ o 38437 137008 25207 | 400 . .T.207 | 5.386 | . 633.4
; v - _ . o 6
: a . . . . | 3605 361 argBt 4. 382 |, t.om 4340 |, . 5614
ES - . Tohs Lo. . .o opo40824 |- 3 . C
: ‘ - 30.196 36,244 383 1380 g1 683
. PR e o | 132? W e T4 | 43.T42 29176 |- 392 150 ggsi . 74;2
‘ o od Ce e .}6.661 L4550 1 0.68 [ 388 | nbgb 6859 |  85.0
. - - cooee | 5ve36 | 019 333y 10 388 1 nghe 7.685 | 86o.0
» i S M., : - S .
) 7 ;. o . B ) 45666 | 44.573 | 2.6 | 388 1.504 6. H68.0
T. 5046-68 ¢ ' .
4_7 . :_63_9.595 __602‘.816 425.980 | 3.97 ) _19.266 75975 10,581.30

Sources: Surpey of Currenmy Busines;.
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TaeLe [H

BALANCE OF CURRENT TRANSACTIONS (Net alances A, A’ and B)
in billions of dollars

274 .
Tapy 1
IMPORTS OF GOODS AND SERVICES
in billions of dellars
af whic b ) .
1 o N ' . Income
Non-mitjtary d frem in-
Sum Non-militaty goo s_" Mifitary | | from o
ot T T expen- Travelling paid to
as @ % diture forcign
of GNF countries
[N SR E—— ,T ....... gé{}_l;%
o o 1'-g CB( ill(:,l({::‘BIs 21 422
line 14 line 15 ine 16 l '
¥ ¢ d -
ST N SO S e o
- — u.q4h — (212
1946 . — 6uwgg1 | — 5.073 2.43 0.493 u.4b2 -0l
— 8208 | — s5.4879 2.58 — 0.455 | — ©.573 0245
‘94; 10349 | —  7.563 .93 S I SR B o.2fo
wd .. — 16.3 567 ) o e
049 - ~ ~ogbn | - 6By 268 | - o0 | 0T #.ﬁ,}-gg
AR Ot - S
M. - 8mga | — 0373 247 — 0,502 0.591 6
) i N
1950 . — 12,028 | ~ g.08 3.19 — o0.576 m.75j ] 62:2
— — 17,202 341 - L0 00757 '
1657 15.073 17, 3 : " o
- - 10,838 3.13 - 2,054 | — 0.540 .
982 . v . 15,7066 10,83 : m o
1 - 16,561 | — 10.00D 3.01 — 2.615 | — 0.029 8.4
ot - 10 2.83 — a.b4z | — n00g | 7 0420
54 - 15.93F 354 293 0 T | Aees o o
[P Al - g
Ma, . . — 16071 | — 10.498 3.10 - 1831 w837 487
5 - R — LIS} — 0,480
1955 . — ©798 | — 11527 2.8 2.901 5 T
1950 . ~ 3628 | — 12804 3.08 — 2440 | — L1.275 :
=~ 13.201 3.01 —~ b | — 1372 ) O 39
g R T : G — 0.669
w58 . ~ 20,861 | — 12,952 3.8y — 1.435 | — T.4bo .8 )
o 23,342 | — 15330 3.160 — 3107 | - nbra | - 02
1939 At POl B et ISR S ——
M.z . ~ 20,75 | — 13176 | 3.00 - 3021 |~ 374 :
1960 . . — 23.355 | — 14744 2,92 - 3087 | — s50 |~ 1.063
I 6.1 ) 2-3.151 — 14522 2.88 —~ 2998 | — rybs | ~ To97
1-962. . - 25.358 -~ 16.219 3.1I ~ 3,108 | — L.g39 | — LIW
1?)63 - - 26..620 - 17,014 2.88 — 2960 | - 2014 | - 1.32?
oy« ~ b6 | - 16} zeq | = 2bC | Al | TR
[ SRTG E- | S
! M.a, . - 25.434 | — 18.648 2.8 - 3,005 1.039 1.19
' - - Co3 — 2045 |~ 2438 | — 1729
65 . — 32,204 21.516 3.14
- ‘ ?6)2 — 38663 | — 26,691 3.43 — 3735 | — 2687 | — 2.074
' 1?)67 . — 40080 | — 25541 3.3 — 440 | — 3795 | 7 2-;93
. | : ~ — 3.087 | ~ z2.80
R T | aw |l [ | e
T iages | - - : — 2,22
M., . \m 30.805 | — 26.830 3.40 — 3.80% 2.843 ?
’ — 7. — 4.6 —21,120
~ T. 1946-68 . ~ = 499659 \ ~32.338 | 3.0 57.741 34.007

SouscEs: Swrvey of Current Busitiess,

1946 .
1947 -
1048
1949 .

M.a.

950 .
1951
tg5z .
1953
1954 .

M.a, |

1955 .
1936 .
957 .
igsh .
1059 .

M.a, ,

1960 .
g6y .
mh2 .
1663 .
1964 .
M.a,
1965 .
966
967 .
968 .
M., .

T. 1946-68 .

Net balances of goods Unilateral transfers
T et Net balance
and services {A) (A" of current
e : transactions
Military transfers Military transfers (B)
included excluded inchuded cxcluded SCB lines
'" 23+ 25 or
SCB line 23 | SCB line 24 [8CB linc 25 |SCB line 26 | 24426
a h c d c.
=813 7.744 - 2,901 - 2022 + 4.822
11.626 11.529 - 2722 — 2.625 + 8B.904
G888 6440 — 4973 | — 4525 + 101§
6.360 6,149 — 4849 — 5,638 + 0511
8.171 7.965 ~ 4133 | — 392y + 4.038
2.209 LYY = 4537 | — 417 — 2.238
5.010 3.6091 — 4954 — 3.815 + 0,156
"4.808 2,236 - 5.113 — 2,531 - 0.305
4.502 ©.386 — 6.637 — 2,481 — 2.095
5.1g0 1.828 —  5.642 - 2.280 — 0.452
4.393 1.978 - 5.3% — 2.964 — o0.986
- 4.597 2,009 - 5.086 — 2.498 — 0.489
6534 3.967 — 4y | — 2423 + 1.544
8.147 5.729 = 4703 | - 2.345 + 3.384
4.492 2,206 - 4b47 —~ 2,361 - 0.155
2.121 2.811 — 4422 — 2,448 — 2,301
5.178 0.147 - 4.781 — 2.41% + 0.3g6
5.735 300 —  4.126 — 2,301 + 1.60g
6,923 5.458 —  4.043 — 2.578 + 2.880
G.524 4.985 ~ 4236 | — 2,697 + 2.288
70374 5.812 - 4370 —~ 2.808 + 3.004
9.45 8.409 — 4124 — 2484 + 5.625
9,261 5,746 - 179 — 2.645 + 3.081
8.529 901 —  4.403 - 2.815 + 4066
6.082 5.080 —  3.927 — 2.025 + I.6g2
5.673 4.768 — 3081 — 3.070 + 2.155
2.80z 1,965 — 3409 — 2.872 — 0.00%
5.771 4.8 —  4.020 — 2927 + 1751
139.938 103,158 —104.325 —67.545 +28.613

Sounces; Swrvey of ‘Current Business, June 1968, .
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Tapee IV
CAPITAL TRANSACTIONS
a “in billions of dollars
. 6.8 Government | Outflow Inflow ;
Pr}:vzi:;:' 2 holdings -apart o R K |
1ok s from reserves |+ GA ‘~ !
(- mincreaic) (— ==increase) ' ‘
SCH l_mg 32 | SCB line 41 | - axb $CBE line 50 | (CA-CE)
o l) K. €. (1 - [
1.945‘ : = 6.413 — 3.a19 — 3432 — 0.8 - 4-41;
1947 — .98y - 4224 - 521t | — 137 | — 653
948 . ~— 0500 — 1.024 — 1.030 + 0,558 — L.372
1649 — 0.583 - 0.652 - 1,205 + 0.174 i Im,r
Mﬂ . - ayig - 2229 - 2044 - 0.395
1950 . —~ 1.268 — o.156 — I,421 + 1.912 + 0.4yt
1051 — Lo48 — ;150 — 1,204 + o.581 - 0.62:;
952 . — 1.160 - 0.420 — llr58o 1073 + 0.003
1953 — 0.383 —~ @218 — 9.6o01 4 Lo74 | b 03
195;:, . — 1Az — 6,093 ) j;,I”?!S + u_:,mﬁ_w 0140_5‘_
M.a. . —~ togs | — o.208 ~ 1304 + 1.310 + 0,005
1958 . - 1.255 - 0.310 — 1865 + 1,357 ~ .26l
1956 . — 3071 — 0629 - 300 | b 2487 | - 1243
957 . 3.577 -~ 0,958 = A535 b TI32 ) & 3403
‘1'(')58 , - 2,936 - 0071 3,007 1 1.25% — .2‘248
950 . — 2375 |~ 0353 | - 2,728 M: 3570 | 4 o 4'?,
Ma, . — 3878 — 0.644 - 3,287 + 1985 | — 1331
1960 . — 2642 — I1.1I04 — 4082 + 2.120 — ?t862
wht .« . — 4.180 - 0.526 - 5,100 + 2.467 — 2.635
ghz . . -~ 3,436 — 1.004 - 1520 + r6g7 | - 3823
'igég . — 4459 — 1,661 — 6120 + 2.983 — 3137
196;; . — 6,578 — Loy ] — 854 + 3518 — 4i930
M.a, . — 4.504 - 1.202 — 5.406 + 2,517 - 3.274
1965 — 3794 — 5562 ~ 4356 |+ 0383 | — 4973
1966 — 4208 — 3,411 — 5.832 + b.704 - a5
1967 . ~ 5.504 — 1.534 — 7415 + 3.320 — L
£968 . — 4.86a — 2.261 — 7131 + 5307 + 1.986"_.
Ma, . - 4.61’4 - i.g42 - b.g56 + 4.878 — 1077
T. 1946-68 — 62,538 27,412 —8g.940 +46.845 | —43.003

Sources: Swrvey of

Current Businass, * ..

International "Transactions of the United States (1546-1968)

RECORDED TRANSACTIONS AND RECONCILIATION
WITH CERTAIN CHANGES IN RESERVES .
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TasLr V

Net Net
balance balance
of current | of capital | B+K=A | EO A*%‘? DR
operations | operaticns ou

B K

a b . d e £
1040 . + 4822 | — 4417 + 0,405 + 0,218 40623 —0.623
047 . 4 8.90q4 | — 6.538 +2.366 +0.949 +23.315 —3.315
w48 . + Fgr5 | — L3R | a4l +1.193 + 14736 —1.736
949 . . - 4 0511 § — L.O3X - 0.520 t0.786 +0.266 —0.266
M.a, . + 4.038 | — 2.339 + 0,698 +0.780 +1,485‘ 1,485
1950 . ~ 2.238 | + 4.49T | -4y | —o0Il | —r458 | 41,958
1951 . + 056 | — ob23 - 407 +0.500 +0.633 ~ 0,033
1952 . -~ 0,308 + ©.003 212 - +0.62_7 +0.415 = 0.415
1953 - — 2.008 | + 0.473 — .62z +0.366 - 0,666 +1.256
1954 - — 0482 | — 0.405 —0.857 +a.701 —1.256 +0.480
M., | - 0.986 | -+ 0.005 —0.08 +0.334 —0.040 +a.60g
1955 . — o.480p | — o.208 —0.697 +0.5315 —0,182 +0,182
1956 . + 1.544 | = L243 +0.301 +0.568 + 0,869 - 0,860
1957 . + 3.384 | — 3-403 = 0,010 + 1184 + 1,165 —1.165 .
958 . — o155 [ — 2.648 ~z.803 + 0,511 2,292 + 202
1959 . — agor | + 0843 -~ 1,458 +0.640 —1.035 +1.035
M.a. + 0396 | — 1.3 —0.035 t 0,423 - 0,205 +0.208
1960 . + 1609 | — 2.862 - 1,253 0,82 —2.145 +2,1453
1961 . 4 2,880 | — 2.63y +0.241 —o0.847 —0.606 + 0,606
ghz . . . + 2.288 | — 2,823 | -—o0.5335 —0.997 | —I1.532 +1.533
1963 . . . + 3.004 | — 3137 —0.133 — 0,244 —0.377 + 0.3
1964 . . . + 5406 | — 4,936 + 0,689 —o.86c —0.171 +0,171
M., . + 3.081 | — 3.279 —o0.158 —0.768 — 0,966 + 0.966
1965 . 4+ 4,066 | -~ 4973 —0,907 —0.315 - 0,567 + 1.222
906 , F 2155 | — 2,512 — 0,357 — 0,210 —1.222 +0.568
by ., + 162 | — T.211 +0.481 - 0,532 — 0,051 +0.052
mh8 . — 0.go7 | + 1,086 + 1,074 —0.169 + 0,880 —o0.880
M.a, . + L5t | — 1.6y | +o.e74 | —o0314 | —o0.240 | +o.2do
T 194668 . +35.613 | —43.095 | —7.482 | 42024 | —4.558 | +a4.37s

Sovrens: Sursey

of Current Business.
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Tasie VIiI A
FOREIGN POSITION OF THE U.S. - ASSETS

in billions of dollars

Short Term Long Ternv ' Total
Official Private L Total | Official | Private {| Total
B Holdmgs Gold | l at+bte ek d+p
| a b c d ¢ £ ' h
- - - — -

1919 2707 0.500 30207 6.500 G.500 9.707
1930 ~ 4 .306 z.000 | 6,300 15,200 15.200 | 21.500
1939 17,644 | .600 | -18.244 ' ro.8oo || 10800 | 29.044
1940 0,212 20,529 262 | 22.003 4.956 | 12263 T7.219 | 39.232
1950 o322 | 22/700 1.616 | 24.544 | 13.518 | 17.488 " 3n.0006 | 55.550
1595 0,723 21.690 2.8 U 24499 | 15070 | 26750 58,80 | 66719
1959 2.139 19.450 3.506 || 23191 | x7.605 | 41,204 [ 41.920 84.000
1965 361 | 13733 | 10133 | 27.047 | 20318 | p0.994 [ 91312 118,350
1966 2,818 13.150 | 10,606 || 26.583 | 21,054 | 75.715 96.769 | 123,352
1967 2.695 11.600 | 11.845 || 27.140 1 23.545 | Bru4z || 104.087 | 132127

Sounas: Survey of Cerrent Business, Balamce of paymems (stausncql supplement to
SCB) 1963, p. 248 end Business statistics. 1969, P 99.

Taser VIII B
FOREIGN POSITION - LIABILITIES
in billions of dollars

‘ Long Term Short Term
! | Fotal
Official | Private rf‘fg Official | Private 30‘:;1 etk
a (1) b € d e £ 4
019 « . . s 0.800 o800 | Voir a) 3,200 2,200 4.000
1930 . . . . 2,700 2,500 5.400 5.5700 8.400
1936 . . . - 3.300 3.300 6.300 6.300 g.600
wah . o 1234 [ §.28r.0 8515 0,380 6.98s5 #.365 | 15.880
195 . . . . 333 | 6s1z |45 | o | 7997 || 9467 | 19712
0985 . . - . 6.863 Bug7r || 15.334 1.636 13.408 | 15,044 | 30.378
9% . . . 11054 | 10893 || 2r94 7| 2149 | tBoso | o20.109 42,146
whs . . 14202 | 18,163 I 33.365 26,374 || 26.374 | 58739
Coagh6 .. . 12,005 | 2c799 [ 33404 27.006 || 27.006 | Gou4T0
L1+ B | 14750 | 23.g01 || 37.651 qng62 | 31.962 | 69.013

(1) In 1965, 1966 and 1967, all Government commitments are grouped under this
heading, .

e Soumcns: of, IX A, ) -
v R. M.




