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Canad’s Tauvopean Perplexity
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LY L0 diat TOTeTINenU S ANt 10 WAPTONS 1 2amesinan-
Wip s dealing, i Brinain and the coninon market. reporied
Tast week, was launched uanexpectedly guickly by Mr Fleming, the
finance minister, who, once he got w Paris for the meetings of
the Organisation for Economic Co-operation and  Development,
arranged mectings successively with Mr George Ball, the United
States under-secrerary of State, President de Gaalle. Mr Macmillan,
and Mr Duncan Sandys.  His gambit is understood to have been
approved by Mr Dicfenbaker before he left Ottawa, but it was
not foreseen by any of the government departments concerned,
including his own. At press conferences in London and, on his
retarn, in Ottawa, he revealed unmistakably that this was a new
attempt to restore whar Madison Avenue would call * the public
image ™ of Canadian policy.

Howcver it may have appeared in London, the attempt has not
had much success in Canada. But this was hardly Mr Fleming's
fault. He was as carnest as only he can be in assuring the Canadian
reporters that his London talks bad been ““ very cordial.” He did
his very best to prove thar all was sweetness and light berween
Ottawa and London. It was true, he admitted, that he still
wanted 10 see the text of Mr Heath’s presentation of the British
case to the Six in Paris on October 1oth.  But it was not truc that
he had “ demanded 7 it, or that he had been “ rebuffed ™ as some
Canadian newspapers had 1eported. Admittedly he had not got it,
but perhaps he would at a later date. Anyway, the importance
of Mr Heath’s text had been grossly exaggerated because of the
great interest shown in it by British newspapers.

Mr Fleming’s carnest manner lacks the persuasive charm of the
bearded Commander Whitchead (tonic water) or the shirt man
with the black eye-patch. But the contradictions he has had to
overcome in his difficult public relations exercise might have
defeated the very best publicity people in London or New York,
Mr Fleming understands better than most Canadians the complex
political undertones of the European Economic Community. If
Britain was slow to realise how much more important the ultimate
political goal is for General de Gaulle and Dr Adenauer than any
purely economic considerations, it is now three years since Mr
Reginald Maudling’s discomtfiture brought the facts home. Most
Canadians have sull not learned them. Mr Tommy Douglas, the
feader of the New Democratic party, is still advocating that Canada
<hould join the European common market.  So is Mr Eric Kierans,
the speechmaking president of the Montreal stock exchange.

L3

NE question to Mr Fleming at his Ottawa press conference on

Tuesday was, * why should rot Canada join ?” He answered
that the Rome treaty conceived of the community as a purely Euro-
pean institution which just was not open to any outsider’s adherence.
Bur ar the same moment his colleague, Mr George Hees, the
pyinister of trade and commerce, was telling Toronto business men
that his departiment was carrying out studies to determine whether
Canada would gan or ]osc' by joining the common x'narkct. Mr
; , ycpcul,cd an earlier statement that 1f Britain could not
Setory arrangements with Europe, * the next step should
qtion of the possibilities of materially increasing
Commonwealth”  Mr Fleming evidently had pot
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Twas poimted out 1o hiam that Me Macwmillan Bad never promised
woavad all mjury o Commonwealih mrerests, and tha Lord
Amory, since his arrival here as High Commissioner, had always
bluntly stated that somz damage 1o Canadinn e, PR
3 ge to Canadian interests wys mevit-

able,

M‘r I'lcmmg s statements all suggested that he Jas himself
acquired a perfectly realistic view of the compromises which Brilk' '
ST r.nukc, and of the unwelcome choice of intereses which ‘d]il:
(,dnudu.m government will have to face.  But his colleagues, and
cven hig prime minister, are so busy finding ingenious ways to
conceal reality that ceven the Canadian public is utterly con‘fi}vi
Thus a respectable Canadian position is in danger of being uniit-(-
mined, and public discussion of alternatives, which migh(bm,d‘tt
the best policy for Canada’s long-term interests, i inhibillcd e

See Thou Hurt Not . ..

the Oil and the Wine

BY OUR SPECIAL CORRESPONDENT

IMI’LA\(,‘»‘\BLY, an energetic, clanking machine is clutching 4 trench
out of the soil of France. It is the only machine Jike i It
Europe, and it looks like a combine harvester atop an old Missigsi i
paddle-boat. It moves forward at a steady walk and kavpp1
deep, wide ditch behind it.  Busy, brawny men follow commant; :
other machines to lay pipes by the trench-side ; 1o pr:)vidc hes X 1fn;3
welding them 5 to wrap it round with scientific protection ;d[i o
bury the whole monstrous secret beneath the rudely digmrb’\dnf 0
of the valley of the Sabdne. o carth
This is the creation of the South European Oil Pipeline -
of three that, from different points of the compass, wil} f& t‘onc
abundance of oil to flow towards central and soutl’uern G(irc; an
by 1963. It will be pumped through many hundreds of N
steel-lined holes in the ground ; holes under the vfnc o
valleys of France; holes beneath the mountains of ylir
Switzerland ; holes, perhaps, through the wall in castern I
This may benefit the sellers of oil 5 it will almost C;)rta' i
cheaper fuel for the industrialists of southern Germap 5
This is partly because oil will no longer travel 4
round to the centre of Europe. The South Euro
starts at Lavéra, near Marseilles ; another at Geng:
with Rotterdam and Wilhelmshaven, these ports s
days (1,800 to 2,500 miles) tanker hayl from the o;
Africa, the eastern Mediterranean, or the Persian G

be cut, too, because it is cheaper to move of) in large i
through pipelines. The builders of the Jine from Lgﬁ,quan[{ncs
that, initially, it will cost about half a¢ much to e -bdlevc
Lavéra to, say, Karlsruhe as it now COSts to take jt take oi] from
of western Europe and down from Rotterdam _If;)luﬂd tl}c coast
will probably be blessed with cheap Russian crud ~o¢ Ttalian line
e oil ; 5o, Naturally,
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1301 FOR LIVERPOOL VICTORIA FRIENDLY SOCIETY

The Society’s cost-conscious management will put the 1301 to work for its Ordinary Branch

business, an accountin

g and valuation operation for 350,000 policies. Calculating speeds

measured in millionths of a second will break down bottlenecks in the production of
50,000 premium renewals per month. At the same time, costs will be sliced and the speed of

the job increased. Acco

£200 million assets

The Society has just passed the £200 r‘nillion gsse:.t
mark — an important milestone in its I}lstory. Signi-
ficant. too, is the fact that at this time it shoulq ha've
chosen the 1301 data processing system to ass?st- its
vigorous management in the accouptmg, stsixmsmcal
and actuarial work around which a life office revolves.

Why do other customers go for the 13017

i i d? Why have firms so
Why is the 1301 so much in deman \ :
distyant, as Sheffield and Stockholm, Me%bom ne an‘d
Mainz chosen it? Why is it used on such diverse appli-
cations as stores control, market research, and payroll

unts for 5,000 agents will be handled with greater ease and accuracy.

work? Why do firms so different as banks and ship-
builders, chocolate and footwear manufacturers,
invest in a 13017

FIRST, because the 1301 is the ‘pocket battleship’ of
computers. What it can do is out of all proportion to
its cost and size.

SECOND, it has been developed for the money-saving,
money-making requirements of the world’s market
places.

It has the right computing power and speed to tackle
business problems of any size and complexity. It is
flexible enough to deal with routine accounting or con-
tribute to operational research and management. It
can be applied to fit your business, NOW. And, what is
most important, it can expand to meet any canceivable
business development for many years to come.

DATA PROCESSING

NATIONAL COMPUTERS AND TABULATORS LTD

GLOUCESTER HOUSE. 14¢ PARK LANE, LONDON, W1. TEL: HYDE PARK 8090
OFFICES THROUGHOUT THE U.K. AXD IN 51 COUNTRIES THE WORLD OVER
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Ltd., Leith
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W n: 63 Pall Mall, Swi_____
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Mortarboards
for middle

management

Unuil recently the only way 1o 1he op jobs in

commerce and industry was througl 4 long cducation iy ), -
hard school of experience. 1t was tmipossible, deariv, 1o G
decades into years, years into months, Until recently

Then o new technique called Muanagenent Stratesy made

its appearance - atechnique which made it po-

wible 1o
shorten the time it takes {or middle management to gradun: e
W top managerial jobs. Alrcady proved in Government

Jdepartments and internationally famous commercial
corporations, the Management Strategy svstem
works hikes this:
Those tiking part are set a problem in nmanufacturing,
marketing, distribution, or selling. They h
costings, product variations, m

ave all the daryg -
arket conditions, budget

limitatons, and a host of other details — and are
nake deaisions ws the operation proceeds - st

asked 1o
age by stage.
At cach stage aspecially programimed clectronic compurer
imdicates exactly what would have happened as @ resule
ation report and
all the data for thie nexr stage ol the project. Realism is
added by the introduction from time 1o time of ‘unforeseen’
events, which call for new decisions and the revie

of the decisions made, and provides a sity

sion of
previous ones. Such exercises can be taken by individuals,
Broups, or teams working in competition with cach other,
The Management Strategy Svsiem is only one of the many
scientific management techniques offered by C-E-1-R,

the Targest computer services organization in the world, At
the London C-L-1-R Centre, with its advanced on-the-spot
computer facilities, C-E-I-R arc handling on behalf of
clicnts a wide varicty of operations
Data Processing on a regul

anging from routine
: arcontract basis to the solution
of the most complex industrial

It you have any problem, larg
by logical or mathem

and commercial problems,
¢ orsmall, which can be solved
atieal means - then send for C-E-I-R,

@ "E = E = E (UK) LTD.

OPERATIONAL RESEARCH .

SYSTEMS ANALYSIS . LINEAR
PROGRAMMING - DATA PROCESSING .
MARKET SURVEY ANALYS|S .

BUSINESS STRATEGIES . CONSTRUCTION
PLANNING - STATISTICS . MATHEMATICS .
COMPUTER TIME

Main Office: 84 Kingsway, London, W.C2. Tel: CHAncery 1551
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will the line into Czechoslovakia from the east. About 70 mi}es
of the line from Lavéra has already b:en buried, near Beaurepa're
in the valley of the Rhonz. It is never less than two feet below
the greund ; the payment made to the 16,000 landcwp:rs_und:r
whose feat it wall pass is about one new franc a me.re for right of
rassage.

1961

In addition, damage to fand and crops must be made good, and
paid for, by the pipelin: company (vines cut down take four or
five years to grow again ; the growers are compensated). Negot-
ations are usually smooth: the company reports oply three per
cent of non from difficult farmers so far. Thease will have to be
persuaded, or forced by court order, to allow passage. Som:tlm:s
the arguments are heated: one farmer has threatened to plastic-
bomb the line because it will run below his goldfish pond, a pond
which, even for the good of Bavarian industry, he is r:luct.am to
move.  But, for the good of Bavarian indusiry, many mlles.ot
vineyard in Isérz and Drome lie wound:d ; cut by a d:sert—maknpg
crew that needs a twenty-metre swath along which to move its
machines. The crew works well in desert: its members are experi-
enced in the Sahara and in the Middle East. In France, wh:n
the managers have squared the people, the machines l'evcl th‘:. vine-
yards and work along a stretch of empty, .rough §ml th!.it is the
pipeline-layer’s accustomed habitat.  The pipes, with their bloom
of new rust, the products of a delightedly busy French stecl
industry, lie in the mud as if dead, awaiting the welders and the
embalmers.

Near Lavéra, a port made for oil, are the tanks that will store
the black blood coming to put life in the pip=s. They are
tremendous, at least three storeys high it seams from th-e top, and
the leng:h of two foorball fields to walk aroun_d. Fourt'een are
being built. From the top of a tank, on a misty morning, the
village of Fos-sur-mer can just be made out in th= distance ; on
the spot, it is all magnified Meccano set and, thankful?y, a ysrandah
with a colonial-looking fronded roof under which to sip drinks after
the visit. .

Initially the line will carry crude oil 475 miles to two r;ﬁn:nes
at Strasbourg and two at Karlsruhe, at a rate of tep xpxlhon tons
a year. This throughput is expectsd.to be treble(.i w1thlp a decads.
The line, 34 inches in diameter, will be the blggest in Europ:.
An extension is planned from Karlsrube, on the Rhine, to Ingolstadt,
on the Danube. A new company, owned by four Gerx'nan and ﬁve
internaticnal oil groups, has been set up to run this extension.

OIL PIPELINES IN WESTERN EUROPE

"~ Rotterdam

{ momesem Ol PIPELINE UNDER
: CONSTRUCTION OR
FINISHED

OIL PIPELINE
PLANNED

Le Havre

8w, Petit Couronne WEST ;Xﬁ'\_)‘q,f-‘---
GERMANY 3 CZECHO-_
Pari -, Karlsruhe oy i SLOVAKIA
Paris , \9\\,‘\9
Strasbourg 4 ingolstadt
Vienna/
FRANCE » AUSTRIA

ViAviso9ne
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The whole line, it is reckoned, will serve twelve departments in
eastzrn France, and north-west Switzerland, as well as Germany
south of the river Main.

Pip:lines are expensive: this one will cost about £45 million
as far as Karlsruhe. A quarter of this has boen put up by the
sixteen oil companics that are sharing in the Société du Pipe-Line
Sua-Européen ; the rest is to be raised by bond issues, A large
shareholder is Sh=ll, which is building refineries at Strasbourg and
Ingolstadt. Esso, with a refinery at Karlsruhe and another to bz
built at Ingolstadt, will be another large user.

Because of this preponderance of big companies, there may one
day bz arguments about thz use of the lines. Sh-Il and the South
Europzan company are both anxious to argue that thz “ common
carrizr 7 system used by the Americans would not make sense in
Europs. The new European pipelines will taks crudz oil from the
coast to the centre for refining: the argument is that the companies
that build the lines and the rafineries should have the exclusive use
of them if they chooss.

The French government, however, has decreed that if there is
spare capacity in any privately owned pip:ling it should be rented
out to any company that chooses to use it. Bur the outside com-
pany would have to prove the spare capacity, and that may be
dificult.  The Europzan Commission has suggested that the
common market should introduce a “ common carrier ” system,
to serve a co-ordinated energy policy. If this is done there will
be much to co-ordinate.

The Russian system of pipslines will link Kuibyshzv, on the
Volga, with Poland, East Germany, Czechoslovakia and Hungary.
This 2,800-mile system is expecied to be ready by the end of 1963.
The Italians, whose company, ENI, is h=aded by Signor Mattei,
also have several lines plann=d. One is to branch north-west from
the Po river, travel through the St Bernard pass, and, when com-
pleted, pump crude oil to the Italian-Swiss refinery at Aigle, in
western Switzerland.  The ENI line to Bavaria will feed refineries
at Ingolstadt and Stuttgart. Eventually ENI expzcts to transport
between 16 and 18 million tons of oil a year through its line ;
about a third to northern Italy, half to southern Germany and
the rest to Switzerland and ths Austrian Vorarlberg, The line
should be ready by 1963. '

If there is to be competition for sales in southern Germany, it
seems as if the South European line will have the advantage of
gett.ng there first.  So far, undistracted by peasants on either
side of its private desert, the ruthless machine at Avignon has
helpzd the pipeline-builders to move a tenth faster than plannzd.

It seemed, on a wet morning ten days ago, to have even more
ambitious ideas in mind.

On Kekkonen’s Shoulders

FROM OUR FINNISH CORRESPONDENT

HEN a new Finnish government takes office, after the
: W parliamentary elsction and the election of a new president
in February, it will be able truthfully to assure the Sovist Union
that it intends to maintain Finland’s policy of neutrality, Most
Finns agrez on wanting to stay outsidé the conflict between the
big powers, to preserve their trade connections with both the East
and the West, and to co-operate still more closely with their Nordic
neighbours. In itself, this policy sesms acceptable to everyons
concerned ; the trouble is that the Soviet Unjon’s trust in Finland

appears to depend on which politicians and which parties execute
the policy.
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clectors will et o choose 4 new prosident for the following six
vears [t remains 1o be oseene alter Mr Kokkonen's tadk with My
Khrushehey, whother this move will give him a pered o grace o
deal with the threeweek-old Russtan demand for = mabitary con
sultations.”

In advancing the parhamentary clection. President Kekkonen
was prosumably aware that, when the Finns are subjected o outside
prossure at clection time, they generally react by favouring conser-
vative policies at the expense of the extrem: Left. The new
parlument may therefore contain fewer People’s Demnerats vas
the commumists and their allics are called in Finland :and Lfe-wing
coctitists than does the prosent PDiet—an outcome which muay be
contrary 1o the unstated wish behind the Sovict request. Morcover,
i the cleciion favours the
other parides, they will find @t
cven more dinwoult than
the past 10 aecent the parii-
pation ol the extrome Lol
WINZ i & govermmant.

The Finns acnounced on
November  14th  that  the
Soviet government had told
them 1t would demand joint
defence talks, failing assur-
ances of continued friendly
relations between  the two
countries.  The treaty of
1948 between Finland and
the Soviet Union stipulaics
that if Finland, or Russia
through Finnish  territory.
becomes the object of aggres-
sion by Geormany or by
powers allied with Germany, Finland will take up arms to resist
the atrack. It is thought that the Russians may be genuinely worried
about the military strength of west Germany and about the growing
west Germaa influsnce in northern Burope.  They may also fear
that some political groups in Finland would applaud a development
of this kind.

A sympachy for things German certainly exists among d limited
nationalist group in Finland. But this'is not comparable talthough
the Russians compare it) with the pro-German feelings of the
1930s and carly 1940s.  On the contrary, the Finnish government
and the country’s leading politicians are plainly concerned at the
possibility that, 1f the cold war goes on, west Germany may be
med with nuclear weapons or given the right to produce such
woapons. They fear that if that happened, a tougher west German
~iov towards Russia would soon follow. President Kekkonen
" .lieved to have expressed this concern in conversations with
satesmen, most recently with President Kennxdy in

oot
W hingten
\oording 10 the Finnish statement of Novgmb;r 14th, Mr
- the Soviet forcign minister, told his Finnish colleague,
that Russia had “not the slightest intention of
{and’s domestic affairs.” The Finns reply that
for the Russians to criticise the appoint-
pinnish Gocial Democrats or conservatives 1o carry
o spirality § cven more so, for Russia
Cor some people, however, this

{rromvko.
Mr Roerialamens

Geenng M Fin

interferenee

Lo b
PO A

AN .
Copegdmny

N IH)HC'\‘ of

N e N P i ANERY ‘ : )
o PHLBCONOMIST NOVEAIBER oo oo

N cthe ol
’(r\ prodifyed h\., the tealismion that o smiadl nation
Ehicare gooemphiaal position may not be ahle o affornd

ooy aha e e . » a FU AN ] i
Vo1 e es the wihios of o vowerful neighbonr ont of

R N O T . N SR
Provident Kokkonen has shown Skl g his past deatings widd
stee menof both Bast and West, e s widely ‘l‘~*!111k:1 lh'll
v becnuse of this, he will be re-elected in l‘fhrun'v -
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cisey Finfand’™s most pressing problem will not be its fore; y”ln 111'“}[
;::mml which there s no question) bur s dnmcsliL‘ ) e
ation.  Presumably  the president now  realises lhlzn Finland's
preseni foreign relations depend above all on having a firm) 11_1;1111:\
government. The current clection campaign does Tml im \ri ,.‘l.\;d_
prospects of dessening party strife. After the election }h V l ]-L
]'\'h' Kekkonen will face the task of creating a majority ';w .UAW\\‘”‘
fram the democratic parties in place of the Vprc.\:cm mino?il 'uvm,lf-.m
et of his own Agrarian party. The wounding c}mrr;\f’-m."m-
him of discriminaiion and favouritism on behalf of h%: d%'d{n,“
[riends mav then cease. The hope is that Mr I(ckk(mr-ﬁ 3p0u.l,t?&.ul
\-nplxgl\ authority in the world’s capirals, including }VX(L(TV\‘M\HCN
gain their acceptance for a government formed on Il?u b o
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Hasta Luego?

GlzNERAL DE GAULLE carried his new policy of friendlines
tewards General Franco a stage further on Novembe mes
when he received Sr Castiglla, the Spanish foreign minivL\r 6th
assured him of * all my sympathy ™ for the Caudillo and h e
* which represents a factor of stability and social paace in
"This compliment, going somewhat beyond what is usual
neesssary, has been made much of by the Madrid g;)vcr
may be seen as one more instalment in the French
payment of the debt for the Caudillo’s welcome decision

the activities of the French right-wing exiles in S;a' © rcprc$s
gmzilpdc to General Franco, though undcrstandab]l }X: Bt }-m
into ingratitude to the Spanish republican exiles in‘ I:JS ted him
served Trance and Gaullism well in the Resistance ang Tfl_ncc, who
in peace. The Fifth Republic was not too proud » Smee than,
organisations for help when the loyalty of its arm 1’0‘ wk their
last spring. Nevertheless it forbade this summer’s g ;Vd.s‘ n doubt
party congress at Toulouse, though when French sociglir‘n?h “abour
it permitted the congress to be held at Puteauy Ear °18 Protesied
it banned all Spanish republican papers puﬂisf],,dy this month
territory. ¢ on French

and
is regime,
Europ..»
Yy thought
nment ; gt
President’s

The principal journals affected are [ Socialista, 3 «
founded in Madrid by Pablo Inglesias in 1‘895 '.a sob
anarcho-syndicalist periodicals displaced from Ba’r:‘?d t
are anti-communist and anti-Castro as we i
have almost as many readers in Latin Amer

er weekly
hree livel
1 s ami-[f‘ma- All, four
Lo SoHTiIanco. They
e €4 a5 1n western K
El Socialista can, of course, count on (he )
socialist parties and trade unions (which, like the li
du Midi of Toulouse, have uttered strong pro[-L .Ibcral Dépéche
have sufficient faith in French democrartic h’abi:“gls% and its staff
that the ban cannot be permanent, The paper’s | s o be confident
the day after the government’s decree buyg a,{[ d(;t 1ssue, published
bore the front-page headline: “ Hgygg luego.” LI- ated to evade 1,
papers it may be different. Who, in thegs d.a . Or-thc other thyee
for the anarchists 2 For these ideulogjcal" Y5, will break 4 1y,
well mean Adids. orphans

urope,
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[very Flectric Resistance Welded
Pressure tube that leaves our works
has a TRUWEL label attached. This
means it has passed the most exact-
ing inspection during all stages of
manufacture and that its quality,
accuracy and refiability based on over
thirty year's experience are ensured.
TRU-WEL ERW pressure tubes are
made in a wide range of sizes and
thicknesses up to 53" o.d. by 2"
wall thickness. They are used in
locomotives, land boilers (including
finned tubes for nuclear power stations
both here and abroad), in super
tankers, and in the Cunard ‘Queens’.
Tube Products were first with ERW
tubes in Europe, first to make ERW
pressure tubes in the U.K, first to
develop ERW tubes with a Resistance
Welded helical fin, and first in Europe
to produce ERW tubes of 53" o.d.
We are the most experienced makers
of ERW precision tubes in Europe.

TUBE PRODUCTS LIMITED

OLDBURY - BIRMINGHAM - TEL: BROADWELL 1651

A «ZZ» Company

Simee, threy dtuncke
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[ dgwt kengw wiretiex
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OVa/bubc [and you asie
why | Lotk depresoed.)
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On the Brink of Affluence

FROM OUR ROMY CORRESPONDIENT

< Ty, officia statistics begin with the unitication of the country
I in1n61. The centennial was therefore an opportunity 1o survey
v century of economic growth and o make soms forecasts. Appro-
ariately, one of the last centenary events in Turin was a meeting
of Ttalian cconomisis and technofogists o diseuss ™ Ttaly Yesterday
wmd Tomorrow.” This was more than an academic  exercise,
The conference tricd 1o provide a body of information and 1deas
for the guidance of a special committee appointed by the budget
minister, Signor Pella, to advise the government on drafung a
development plan,

He and his supporters are thinking n terms of an *“indicative’
plan confined to setting targets and manipulating a few traditional
levers. such as credit. Signor Colombo, the minister of industry
‘who was not in Turin), favours a more dynamic, global and
“ gperational ™ plan. Other planners, (oo, are to be found In the
Christian Democrat party ; all are more or less inspired by the
encvelical Mater et Magtsira, but cach has some scciional or
regional axe to grind, Outside the governmaint the democratic Left
wants a full-blooded coercive plan starting with the nationalisation
of power. In reaction to the Turin meeting, Radicals, Socialists
and Republicans recently met in Rome to discuss a counter-plan.

It is not surprising that Italians fecl the need for a plan. Since
1959 they have stepped with dramatic suddenness into a new
economic era. In the space of a few years a million people have
left their homes in the country to seek, often to scrape, a living
in the big towns. The trend is bound to continue at an accclerated
pace as the relative place of agriculture in the cconomy recedes.
This has dropped from 32 per cent of the national product in 1950
to 22 per cent in 1960. By 1970 it should have fallen to 13 per cent.
By then it is also estimated that another two million people will
leave their homes. The problem is to fit them for the afffuent
society and to make provision for the folk who stay behind.

The general public is only dimly aware of what is happening,
but the experts have no doubts about the facts. Italy’s miracle year,
1960, when industrial output rose by 15.6 per cent, was not a flash
in the pan. Much the same rate of growth was maintained in the
first half of 1961, and the present rate of investment suggests that
the pace will continue throughout the nineteen-sixties, with only
a very slight flattening of the curve after 1965. Industry as a whole
is growing at the rate of 8 per cent a year, but manufacturing in-
dustries, particularly steel, engineering and chemicals, arc growing
at rates varying between 1o and 18 per cent @ year. Industrial
output, which has trebled since 1938, has doubled since 1950.
The national income has increased by two-thirds since 1950, and
is rising at the rate of 5.3 per cent a year. Experts believe that
global income will rise from £12,000 million in 1960 tO £ 18,000
million in 1970.

We learned in Turin that this is Italy’s second experience of
cakeoff. A first attempt occurred between 1898 and 1908 in
relation to the development of the hydroelgctric potcn'tial of the
Alps. The present thrust is also attributed in the first instance (0

ower factors. Between 1950 and. 1960 Italy’s power system grew
at the rate of 8 per cent d year while its structure changed radically.
Natural gas and oil, which in 1950 accounted for 24 per cent of
he Jtion’s pOWer, were supplying 54 pet cent in 19§0. By 1970,
the 1 . new gas fields in the South will be operating, the pro-
Whm.l thbxnlbb-g 5 per cent. In ten years natural gas production
portion Wil ;75 1o million cubic metres to 6,447 million and
has risent. tro “have risen from 5.2 million tons to 21.5 million.
crude oil imports 217[ 4 oil, imported mainly from the Middle
Indigenous natural é,d‘s “1 as It,aly’s basic fuel, thus removing the
Fast, have rcpl_accd con its distance from the great European
ceere rr;xdltlonal handicap, .

L}

coalficlds. Today ltaly is rearer than any industrialised western
country to the Middle East oil ficlds where pmduction‘ix chm\v-w
It is also the closest, geographically, to the newly cmzmci‘ ltcdkj\\: h
and M‘rigan countrics—and, indeed, some economists lhi?l'k that :i‘l :
recent dizzy phase of Ttalian expansion has gained extra in; \L‘Il)L\
from :muupu'ri‘(m of the demands those countries will nnkcl and
the opportunitics they will offer. The Turin conferencs ;&"l\ ‘1\1(
lm\'cd_ with close interest by a number of African (\!i\l:)‘ "7
conscious of the patential imporiance of Traly for their L'(lmnl::f"“j‘

'-l‘h:c discgvcry of gas ficlds in Lucania, Sicily, and Abr .‘k,\'
comeides with the growth of a new interest in the South o V’;”,
part of Italian entreprencurs, and with a growing dcu-mfn. e
on the part of the government to use more drastic means th'nmm-l-(m
tives to entice industry to the South.  In lualy, as in‘mn‘st] :t;ull
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The motor industry ofters the most spectacular demonstrari
Ttaly’s take-off. The first symptom of the big chap stration of
appearance of the Fiat 600, Italy’s first cheap utility CSC was the
Tcxl years ago one Iralian in seventy had a car, Tod: I, m 1955.
is one in twenty. By 1970 it should be one in sevep ay fhc ratio
so different from north-west Europe. It is assumed or eight, not
five million Italians will buy their first car in this de that at leag
production will maintain its present annual il}crt.:zmcLC(Mc and that
until 1965, 1.hcn dropping to 10 per cent until 19‘ o 12 per cent)
production is estimated at 720,000 cars. In tCn7 o Th‘ﬁ year's
reduced its prices (measured by weight of product) by%\rs Fiat hyq
and the industry is preparing itself to meet comm ¥ 20 per cent
competition. By 1970, the experts assume that t}?}l mar
industry will be able to turn out 1,300,000 cars o i
¢Xport 500,000 cars a year and import 200 oé
expansion are the state of the Italian roads’ a
specialised labour at every level from entre
The first matter is being dealt with—an i“;‘)r
programme is under way—but the second re

Unless the schools can turn out qualified ( .
and the universities can turn out tcchnicians()r qQualifiable) workers
by industry, production may run into a boy 51“ the rate demanded
calculated for 1975 is 550,000 technica] ;anck: The demang
with a teaching staff of 100,000, cOmparedSC ool diplomas 5 year
8,000 geachers for 20,000 diploma scholar t0 the present eyl of
revolution must somehow be imposed on ths 2 year. A structural
with all its traditions, prejudices, and veg ¢ Ttalian schop) system

ed interests, Under this

pressure, the schools question is becom:

_ . o Oming the b X

Italian Po!mcs. This is the psychologica) c%) ¢ biggest issue in
turn if it is to be a modern society mer that Ttaly has 1o

ket price
an mo

and that Ttaly “t:ﬁ
0. The checkg on
nd the shortage of
CNeUr to mechanic
mense road-buildi.n{,;
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STOCKNOLMS ENSKILDA BANK

ESTABLISHED 1850

AT YOUR SERVICE

FOR EVERY KIND OF BANKING BLSINESS
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course, is Japan's oldest modern
bunk--has been since 1885,

. and parhaps before that.

’ N, LT
¢ , YOKYO, JAPAN ..
" ©OVERSEAS BRANCHES.
NEW YORK AGENCY. - LONDON BRANCH
BANGKOK BRANCH + BOMBAY BRANCH

BANKING LOOKS AHEAD...

EXPORTS AND MARTINS British
banking will be required to play a vital
role in the expansion of our export
trade. It is a challenge that Martins is
well placed to meet with its Head
Office in the city-port of Liverpool,
with over 600 branches at home and
with world-wide connections overseas.
For many years Martins has offered a
range of specialised services to those
engaged in overseas trade. These
services are continually being
strengthened and improved and the
Bank is always looking ahead to provide
new facilities quickly when changed
conditions demand them. Information
and advice on exporting matters are
available from all our branches, who
can call upon the special facilities of
our Information Department at Head

Office.

Martins Bank Limited. Head Office: 4 Warer Strea:, Liverpool 2
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Yy
PUBLIC CREDIT INSTITUTION ﬁ’ s T
Capital: Lit. 15.814.148.800 y
Special Fund Reserved for c .A. NA. DA. S
Industrial Credit: Lit. 4.000.030.000 .

Board of Directors and Main Office in Palermo ' FZ VSZ Bank
Branches:  Agrigento, Bologna, Caltagirone, Caltanissetta ‘%/
Catania, Enna, Florence, Genoa, Messina, Milan, Palermo’ 7 i @ S @ o
Ragusa. Rome, Syracuse, Termini Imerese, Furin, 'l‘rapani’ / | o

Trieste, Venice. . . . can help in your quest for CANADIAN

BUSINESS. With over one hundred and forty
yvears' experience and over 850 branches
‘Coast-to-Coast’ we are in a unique position to
offer asgistance to newcomers to the Canadian
market.

Our Business Development Department is at
your disposal and will gladly send you a copy
of our booklet ‘Your Guide to Business in

Sub-branches: Marsala-Palermo
Overscas Branch:

THE TRIPOLI (Libya)-27 Sciara Sidi Hamud;
D A l A B A N K Representative Offices:
LTD. LONDON, E.C.2 —1, Great Winch
AUTHORISED FOREIGN EXCHANGE BANK s trom 15t Decomber, 1061 " Strect

HEAD OFFICE: OSAKA, JAPAN LONDON, E.C.4 ~20, Cannon Street

Duer 100 branch offices throughout Japan N . Canada’
MUNICH, 2 —Theatinerstrasse 23, '
ENTATIVE OFFICE: v v sse 23/1
NE!\V ;\g;“/:}EE {EESY ork 6. N.Y.. US.A NEW YORK 5, N.Y. —37, Wall Street FINANCIAL AGENTS OF THE GOVERNMENT OF CANADA IN LONDON
’ AT e e PARIS, 8me —62, Rue La Boétie -
LONDON REPRESENTATIVE OFFICE: > oétie
{314, ¥ing Street, London, £.C.2, England. CORRESPONDENTS IN ITALY AND ALL OVER THE WORLD Bﬂghingﬂmmd%mg!;ﬁal
Foreign Exchange Business Trust Business - MAIN LONDON OFFICE: 47 Threadneedle Street, E.C.2
General Banking Business Safe Custody All Banhing, Stock and Foreign Exchange Transactions WEST END OFFICE: § Waterloo Place, Pall Mall, S.W.1

Pxyment and Sale Service of Travellers” Chegues and Letters of Credit HEAD OFFICE: PLACE D’ARMES, MONTREAL

SWISS CREDIT BANK

(Credit Suisse) -

Cupital and Reserves, Swiss Francs 355,000,000

In Cultured Pearls...

Japan is

«JCHIBAN” The long haul from England

\When exporting to Latin America, take the easiest road by consuit-
ing our International Department. They can help you overcome the
difficulties of reaching this rewarding market. Qur branches and

With branches in all parts of Switzerfand and also at
25 Pine Street, New York, and with correspondents
throughout the world the Swiss Credit Bank, one of the oldest

id largest in Switzerland, provides an efficient service - Affiliared Companies Cultured pearls add a unique lusire to the list of Japan’s those of the Bank of London & Montreal, and Balfour, Williamson
: g rf) d Aside fi their quantity & G South and Central America and the Caribb
- . . SWISS wide range of export products. Aside from 1 c Co., span South and Central America an he Caribbean.
for all kinds of banking transactions. AMERICAN and export value—rising to more than 99 per cent of the “Through the Representativesof our Tnternational Department, up-to-
L RTORATION entire world output and exporting 917 per ;e;\)t l?f J:pan's the-minute advice and detailed information on every aspect of Latin
’ o " 25 Pi " total production— cultured pearls are one of the est known American trading is available to you.
e n g S‘Pme o a(r)non;) the many export items. Thus, you see why Japan is
Head Office in Zurich, or to: NEW YORK. B e oot in this field.
The Nippon Kangyo Bank's facilities prov}i}ded exdcell%nt
' y m Representative ii the pearl industry during the past decade. . .
ot . p AADAY L 2%{:::;;{::’1:?“?!:” meearfs “in:iuslria]yand commercial promo- BANK OF LONDON & EINNNtS SRt LIMITED
Robert J. Keller (CANADA) LIMITED tion” cordially welcomes you to partake of our czn§udllation :
4 Tokenhouse Buildings, Kings Arms Yard, London, E.C2 1010 Beaver Hall Hi, and advisory service in all phases of commerce and industry.
oke 85
MONTREAL.

HEAD OFFICE: 40-66 Queen Victoria Street, London EC4 City 9822
GLASGOW Cl 54 West Nile Street City 5393 BIRMINGHAM 3: 50 Great
Charles Street Central 405§ BRADFORD: 55 Well Street Bradford 25693
MANCHESTER: 36 Charlotte Street Central 3135 PAR1S: 89-91 Rue

World-wide Banking Facilities

NIPPON KANGYO BANK

i . Hibiya, Tok 122 branches throughout Japan h e ’-
//—‘— | {'5:'.’,o‘:.'i‘f.f.iz"s'é’&’r'h&e’Srncz: 1 Rojal Exchange Ave., London, £.C.3, England du Faubourg St. Honoré NEW YORK: 34 Wall Street zURICH:
R 786 : TAIPEI BRANCH - NEW YORK OFFICE TEL: MANSION HOUSE 1797 i Schifflinde 26. Branches and agencies throughout Latin America,

i W. Indies, Portugal and Spain.
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Could Lloyds Bank help you
with your export problems?

I'he specialist kxrort piviLoraNt spemioN of

Lloyds Bank can do this:

Obtain full local reports on market conditions
and potentials . . . for a range of products or
individual lincs,

Obtain a list of names and addresses of potential
buyers and agents . . . in some cases cffecting the
necessary introductions. Obtain confidential reports
on the credit standing of overseas buyers,

'

Advise exporters of trade enquirics 3 whicl
frequently reach the bank front overscas importers

Advise exporters on aff matters regardine o
restrictions, duties, exchange, p:ymcn; ’I]‘)L]l}l’:::f
tances, ete. )

Should you feel that any or all of these serviees
could assist you with your particular export pmhl(,n;
your local Lloyds Bank mana,_er wijl immcdiutél
arrange the necessary meetings, reports, cte. for m“y

LLOYDS BANK LIMITED
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Convertibility under Strain

London being reduced to check the drain of funds {from
New York—is this where we came in a year ago 7
Certainly the wheel has turned full circle in the international
currency markets. In late 1960 the dollar-gold crisis was at
its height. Then, immediately after the Kennedy administra-

Tmc dollar under fire, gold in demand, Bank rate in

_tion took office, one puff from the new President sent the

speculators reeling.  There followed a few weeks of misleading
calm in world exchanges, during which sterling and other
European currencies made the formal move to de jure con-
vertibility under IMF’s Article VIII.  The calm was shattered
in carly March by the revaluaton of the mark and guilder
and a first class sterling crisis. This was duly unwound, in
the established manner; and now, to the one unfamiliar
accompaniment of hot money moving out of Germany, the
Atlantic currency see-saw has tipped down on Britain's side
again. But whatever the surface similarities, the undercurrent
in the foreign exchanges has inevitably been affected by this
year of turbulent upheavals ; and on balance there seems little
doubt that it has been affected for the worse.

It is true that one by-product of those upheavals has been
a number of improvements in technical co-operation between
the exchange authorities—including the “ bridge ” between
the New York Federal Reserve and the London gold market ;
reactivation of the United States exchange stabilisation fund ;
informal agreement by a number of central banks (backed, it
seems, by a gold guarantee) niot to convert accumulating dollar
balances into gold, which forms in effect an extension of the
Basle agreement to cover the dollar ; greater use by the Inter-
national Monetary Fund of the Continental surplus currencies
for its lending ; and some tentative and half-baked ideas about
interest rare co-ordination. But these tactical improvements
look small in relation to the task with which the exchange
authorities are liable to be confronted.

DRAWING POTENTIAL AND CURRENCY HOLDINGS IN IMF

Currencies
Jopanese yen ond Canadian doliars
[h Convertidle Continental currencies

Drowing Potentio)
United Kingdom
N unitad States

# proposed new borrowing facilities

Too much and too little sbnlE

Distrust and uncertainty now extend over an unusually wide
range of currencies. The renewed confidence in sterling is
thinly based ; operators have been satisfied on the outlook
two or three months ahead, but beyond that they are stili
hedging their bets. Immediately their critical attention is
taken up with the dollar. There is no shortage either of weak
looking peripheral currencies, from the Japanese yen to the
Indian rupee. The dearth is of the strong—with the D-mark
out of favour that leaves only the Swiss franc, the lira
and (with some important political and economic provisos)
the French franc. The balance is weirdly lop-sided ; and the
only basis for the feeling that currencies are weak not so much
in relation to each other but absolutely, is that they may in
time be depreciated in terms of gold. ‘

This feeling is not often expressed directly ; indeed there
has been less talk than usual of a straight increase in the United
States buying price of gold, which seems as remote as ever.
But the uncomfortable fact is that there now seems less chance
of getting an adequate rational reinforcement of the present
currency system, and a correspondingly bigger danger of a
free-for-all in which a higher price of gold would almost
certainly be one result. The great shock of the Vienna con-
ference two months ago was thatr even so mild a scheme as
that put forward by Dr Jacobsson should have encountered

- such stern and effective opposition from the conservative wing

of monetary opinion, represented at the conference by France
and other Continental countries, but representative too of
many commercial bankers all over the world.

VX!ENNA seemed to show that the conservative wing is now
in command. Soon afterwards came the hurried assur-
ances in the United States from President Kennedy down-
wards about a balanced budget for fiscal 1963. This is a

remarkable sacrifice of rational economic calculation to an out-

789

mode: shibboleth. The right prescription for 1962-63 could
be a budget deficit and the outcome could easily be a surplus:

what is absurd is to set up budget balance as the test of
ﬁnanleal rectitude. If this is a precedent for the hostages the
Ad.m_mistration is prepared to give to defend the dollar, public
opinion will surely question whether the whole exercise is
worth while ; that is why taking the line of least resistance
yvith banking opinion ultimately serves the dollar ill. For

in the end, one cannot believe that the governments of thé’
United States and Britain will labour under artificial and
irrational constraints on their economic growth—as distinct
from restraints that really are needed to prevent that growth
:irom turning into inflation. The objectives of a 50 per cent n'se‘
in western production by 1970, and of a continued and growin

aid effort to the poorer countries, have a wider appeal thggx
defence of fixed currency parities and balanced budgets. The:
bankers therefore show great unwisdom in pressing th;, issug ¥
of an outmeded monetary orthodoxy. For this is an issue tha?é
they are bound to lose, as they did in 1931, and defences’
angI:St g?e hmﬁz;tion they fear so much would inevitably be
weaker if they lost it agai i \ terms with'
meaker | cconzmics. gain than if they came to terms thh?{_
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The basic defence against inflation, which lies not in any
monetary formula but in the state of public opinion, is in
any case by no means weak at present.  In the Continental
countries in which raging inflation has within recent memory
caused violent disruptions in economic and social life the fear
of anather inflation 1s of course obsessive.  But even in Britain
and the United States rising prices are nowadays domestic
political issues ; and the spread of personal savings, which in
these countries are stll based 10 a farge extent on a fixed
monetary value, 1s adding to the anu-inflationary pressure
group all the time. There is no reason to believe that the
United States or Britain are now more willing to allow rising
prices than the Continental countries ; the difference is rather
that, because of differences in their past monetary experience,
economists in the Anglo-Saxon countries are not so inclined
to see inflation under every bed. Above all, they broadly
accept the Keynesian doctrine that inflation is produced by
the balance of purchasing power in the economy as a whole,
and not by the balance of the budget as such.  On the Conti-
nent, by contrast, this approach is still rejected by an influential
section of academic opinion ; while in the world at large it has
made little mark with practical bankers. The final nonsense
is that although every country draws up its budger in a
different way, the same mystical importance is attached 1o the
balancing of these quite different quantities.

There is a remarkable failure of understanding here between
Keynesian econemists and practical bankers, which is at
bottom responsible for the present currency impasse. That
the impasse exists can hardly be disputed. There is in the
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; machinery for adjusting
batances of payments. Exchange rates of the major currencics
arc demonstrably difficalt o shift.  Import controls are being
abandoned.  Yet the obvious alternative means of taking lh%
strain, mternational credit, does nor exist on an adequate séalcv
and a key group of countries—which not coincidentally hnppc[;
to be the existing international creditor countries-—have made
1t clear that they have no intention of creating i, They are
willng o provide credit in limited quantitics on an ad hoc
basis, to be administered by an international body, the Fund -
but they reject out of hand the concept of a powerful l"unfj
with large and flexible resources at its disposal, It may be
that this is an argument about power-—central bankers when
they are in a position to choose, have no more periiccli()n
than any other professional men for passing their power ingo
other hands—or it may be about principles. The impasse
remains, and year by year the ratio of reserves 1o world lrac‘lc
shrinks. “The strains that result themselves produce uncer-
tainty about the maintenance of existing exchange rates, o
that the cardinal advantage of the fixed-rate system, Whl.‘ci{i\s
to provide a basis of certainty and confidence for imcrnationa‘l
tinancial dealings, is itself largely lost. In addition the
attempt to maintain fixed rates in an inadequate crediy f;amc-
work involves irrational restraints (i.c. restraints not justified
by the state of the domestic economy) on major ccon\omies
such as that of the United States, and thereby puts artificiar
limits on world trade and production. Something has to give
If it is not to be the present system of fixed-rate convertj .
some speedy rethinking will be needed in the financ

present internatonal system no specific

ertibility,
1al world.

Strategy for the Dollar

To defend the dollar without damaging the economy, the United States authorities need a new
attitude to interest rates—and to budget rituals.

scarcity of dollars throughout the carly postwar pzriod had

one major unintended result: when, Jargely as a fruit of those
earlier efforts, the United States balance of payments d:teriorated
in the late fiftics, the turn-round from dollar shortage to dollar
plenty came as a special shock. The portents discerned by a few
analysts in 1958 made their mark with the world banking com-
munity in 1959 and with the financial public at large—and cqually
ominously with foreign central bankers—in 1960.  After the
explosion on the London gold markct on October zoth last year
nothing was again the same. It had onc positive result. The United
States authorities realised at last that they too had to keep
conscious watch on their balance of payments and on day to day
movements in cxchange markets : God, it was finally cstablished,
had given no special currency dispensation to the United States,
The adjustment in the official mind proceeded remarkably quickly
with the advent of the Kennedy Administration, which pledged
the whole of the gold stock of $17! billion to defend the present
external value of the dollar ; but there is still a good way to
go, above all in clarifying ideas about the international orientation
of monetary policy and, consequently, in achieving greater flexibility
in fiscal policy.

In the past four years the United States balance of international
payments has changed coursc serveral times. The current balance,
which in 1957 cxceeded $8 billion before vdcbmng military
expenditures (the figures in the table show quarterly rates)

7]:’11!1«: widespread artention fastened on ways of casing the world

790

thereafter fell steadily umil it almost disappeared in (h
quarter of 1959. The net balance, including all capit
then in large deficit 5 the annual deficit in both 1958 and

was $31-4 billion and there was then little outflow of short-tcgr59
capital. From mid-1959 on, the current surplug I‘CC()V;:rm

¢ seeond
al nems, wyg

ed.

———————

" Reserves Redistributed

Nfficial holdings of gold and foreign exchange

United King
Cont. Europe

v TR

United States
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Exports rose rapidly in 1959 and in the first half of 1960, and
at this point, while exports remained on their high plateau, imports
fell sharply. In the first half of 1961 the merchandisc trade
surplus reached $4 billion at a scasonally adjusted rate—its
highest for a decade with the exceprion of the Suez aftermath,

The deficit “on current and long-term  capital account (th:
“ pasic deficit ™) was swollen in 1960 by Ford Motor’s purchasc
of its British subsidiary for $365 million ; even so it was 'rcduccd
from its 1958-59 level of $3%-4 billion to under $2 billion. In
the first half of 1961 current and long-term capital payments were
broadly back in balance, even without Germany’s advance .d:bt
repayment of $650 million ; but in the third quarter, as business
recovery took some of the buoyancy out of the trade surplus,
a basic deficit probably reappeared.

The most striking feature of the US balance of paymsnts
throughout the period is that there has consistently been a surplus
on current account, if military expenditures are excluded. Ths
surplus has not been large erough to cover the special government
expenditures together with long-term and short-term capital move-
ments. Nevertheless the point should not be lost that the drain
on United States reserves could have bzen stopped even in the
worst year of 1959 if forcign aid and military expenditure abroad
had bzen drastically pruned. o

The big improvement in the current account from the beg.mnmg
of 1960 to the middle of this year was partly a reflection of
the different timing of the trade cycle in the United States and
the rest of the world. During 1960 and early 1961 West'ern
‘Europe and Japan were booming vigorously while the United
States was still in recession. Because the United States con-
stitutes a marginal source of supply for a number of raw materiz_zls,
shipments tend to increase sharply in the later stages of a forelgp
boom when normal supply cannot meet all demands, and this
appears to have happened during 1960 and 1961.

Because cyclical factors contributed to this improvement, and
are now reversing it, fears are still expressed In some quarters
that the United States is no longer fully compeutive n world
markets.  Similar fears, indced, are to be heard in almqst cvery
major cxporting country nowadays ; and neither the price level
nor industrial labour costs as a whole have risen faster in the
United States than they have in other countries recently. There
is some cvidence, however, that in _the important ficlds of
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steel and engineering products, US costs and prices have risen
faster than in other sectors of its economy and faster than those ol
its main competitors. The recent OEEC report on inflation shows
that prices in the “ metals and m=tal products ” sector rose by 21
per cent in the United States between 1953 and 1959: the largest
increase in Europe was 11 per cent in Norway. This may be
a source of future weakness for American industry.

The flow of private American capital abroad, both long-term and
short-term, has been considerable in recent yzars. Long-term
private investment seems likely to remain strong in the future
degpite the discouragements of expropriation in countries like Cuba
and political troubles in many parts of the world, for there is stiil
a growing world demand for some primary products, and many
attractive opportunities remain for investment not only in primary
production but also in manufacturing, especially in Europe with its
growing markets and lower manufacturing costs. At the same time,
incomz on investments is likely to increase as the flow of new
capital and the ploughing back of undistributed profits of subsi-
diaries expand the size of earning assets. So the balance here might
even improve. In any case no major net drain is likely in this
sector. The movement of short-term capital, however, has recently
become volatile ; greater confidence in the stability of major
European currencies has made United States liquid funds much
more sensitive than in the past to differences between the rates
of interest prevailing in the main centres of the international capital
market. The outflow of $14 billion in the second half of 1960
slowed down in the first half of 1961, but it still totalled around
$1 billion. Part of this year’s outflow of short-term capital is
associated with the financing of trade, notably in the granting of .
commercial credits to Japan, but a considerable proportion must
have been attracted by higher interest rates abroad. ;

The effect of exports of capital on the balance of payments is
extremely complex. Direct foreign investment, by establishing
plants abroad, is likely in the short run to have a favourable impact
on the balance of trade to the extent that it stimulates the exports
of US capital goods and semi-finished goods for assembly abroad.
But, in so far as American-owned foreign plants produce finished
goods in competition with United States manufactures and even
export direct to the United States, the effect on the balance of trade
and the balance of payments will be unfavourable. It is difficult to
generalise over so varied a field, but there are reasons for believing

US BALANCE OF PAYMENTS, 1957-61

($ million ; quarterly figures, seasonaily adjusted)

Current Surplus-

1961 | Net Deficit |

US Department of Commerce,

1957 1958 1959 1960 1960
(Quarterly rates) 1l v il
—_— S N | . oy T A
1 1 !
B andise™ 4066 | 4071 | 4852 4927 | 4995 - 5,054‘ 4751 =
Mer;handlse ~~~~~ Tg;g I:765 & 1,857 1,973 | 1,927 | 2,058 ! 2,060 | 2,136 (Excluding military
mpors | 81 —3674 —3433 |—3394 | 3.410 sxpenditure)
O andi - _3824 '—3,68] —3.674 —3,433 |-3394 -3,

Merchandise w10 l:?ﬁ; T3B% Ti%683 1389 — 402 —1344 i—l.368 l_|,3g3
ervicest ......- = \ ' ‘

Pensions and remit- |, go (198 — 202 — 207 — 20 — 210 |- 2 1
m—— 543 +1,570 42,046 +2,142 +1,873 CURRENT
Current balancef  +2,068 +1241 + 623 +1, . . R , EAL/:/VCE_

Military expend_itures. ~ 791 ;— 853 - 777 |— 762 h 798 ‘-~ 727 — 759 |— 748 Rgggglf;
Goc\;:TaTe(::zt)a‘lé..af? _ ead |- 647 i 496 | 687 = 605 — 868 |- 869 |- 24 g
P 0. — 639 - 628 |_ 367 ' 586 — 534 '—1,019 '— 281 |- 45 NeT DEFICIT ™
“ Basic '’ balance. | — 6 — 887 —1,047 — 492 \-— 366 l— 568 4+ 233 |+ 649
. l i *
© US short-term capital |— 64 |— 77 - ;‘i? - ?%g - g?; I~ g;; - Sgg - :lzgz
Errors and omissions. |+ 187 + 95 + | - ! »

Net deﬁcit—dssttll|ed { %
by gold and dorlar - — 982 |—1,0112 |—1434 |— 351 |+ 249
balances ........ + 7 1— 869 | 935 ’ |

* Excluding military cransfers under grants. 1 Excluding-milifary éxpenditures. Source ;
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that investment in the advanced msnufacturing countries such os
Wostern Germany and Japan is more Bikely o damage the UN
o than investorng v anderdeveloyed counirios,

balanes ol paviens

The charocs which comribuied moest o the improvement in the
balance of pavimenis i the Geso hall of tgor were in both fong-tenn
and shortierm caplial movenents, These improvements ceflecied
on the one hand some special reccipts sach as prepavment ol
Gernun debis, and on the odher o restoration of confidence in e
stability of the doltar after President Kennedy's fivan expression
of determination to maintain i, The tnprovement in the balance
on goods and services reached its height i the fivst guarter, and
is now being reversed in osome  degree. The improvement
of 1959-61 was based partly on the comparatively low level of
business actlvity in the United States, which kept tmports in the
last quarter of 1960 and the first quarter of 1961 at a scasonally
adjusted annual rate of about $2¢ billion below the previous peak
in the middle of 1959. Now business recovery is gaining momen-
tum in the United States, and the rate of expansion in Western
Europe and Japan is faltering : imports have alrcady turned
upward and the decline in the trade surplus was a major factor
in the widening of the net monetary deficit to $80o million in the
third quarter.  In the short term, United States exports
appear to be vulnerable in one or two specific fields. Exports of
jet aircraft are not likely to be muintained ac the high level of
late 1960 : and the expansion of capacity in some of the major
steel-producing countries will probably reduce US steel exports of
certain qualities. On the other hand certain imports which have
grown most rapidly, in recent years, such as meat and motor cars,
are more likely to fall than to risc.

LTHOUGH recovery in the United States may causc some

worsening of the trade balance with Europe and Japan. it
could after a small time-lag improve prospects in other parts of
the world such as Latin America and Canada; for present
slackness in business in these countrics is partially attributable to
the weakness of United States demand for their products. Imports
of raw materials into the United States are now likely to risc,
with a consequential improvement in the export carnings of the
primary producing countries and their capacity to buy back from
the United States. :

On long-term capital account, increasing prosperity in the United
States, by giving bigger incentives for American businessmen to
invest at home, is likely to provide a counter-attraction to direct
investment in manufacturing capacity in other industrial countrics
~—though desire to get established inside the Eurepean common
market is likely to be a contrary influence. At the same time,

The Confidence Graph

per cent per annum

The yield differentiol on three month Treasury
bills between London and New York,aflowing
for farward exchange cover
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mureased veed tor working capital ar home should reduce the in-
cenove to emiploy idie corporate funds abroad.

Ax noted abover the ovement of short-term capital has been
poessiendy adverse in the past two vears—without it the us bula;\: .
of pavments would have been in net surplus in the firg half ::l
r61. This jiem i the balance of pavments. more than anv other
heuld be guickly amenable w policy © and now thay the Q‘Omus;i‘»
cconomy s moving upward there is an especially strong case fnrimL.
Federal Reserve and the Treasury 10 encourage directly the rise i:
muerest rates that 18 & normal accompaniment of a cyclical upx\;vin v‘
The main cfort should be on short-term rates, which havé mg{:{
influence on international interest arbitrage. During the recessi ,
the US authorities sought to prevent short-term rates from fvz;l‘li(;:
furthery to prevent a widening of the interest differential Nlé,
they can afford, domesticaily, to help close the imernatio.nal ?“
by pushing their own rates upward. Countries in Comincx%:'i;
Europe have themselves been reducing their interest rates andd
thus bringing these closer to the United States level, and this move-
ment can be expected to continue it their business activity slackens

TN v e tallar " . T O . M
tus while the constellation of a business upswing in the U

. THOH L 4 nited
States and a slackening in Burope may bhave adverse re ;
cussions on the US trade balance, it should have favourfb[c

repercussions on the flow of liquid funds—just as the 1960 contras
of recession in the Unirzd States and boom in Europe helped :;:r
US trade balance but stimulated the capital outflow. Byt if tphc flo .
of short-term capital across the Atfantic is actually to be revcrs'»ct\;v
the monetary authorities in the United States will haye to put s(ili
greater emphasis on international considerations in their polic

decisions. For the time being, admittedly, they will have 1o rpcck;y
with Britain as a relatively high Interest rate country: the ain
should be to establish an interest rate differential in favoyr of botl?1
Anglo-Saxon countries against the Continent of Europe. !

The United States authorities may therefore fing iy desirgbl
to act on the flow of private capital by following intereg iy e
abroad more closely and relying mainly on fiscal measyres inclugs
ing, if necessary, a substantial budget deficit, tg eliminaté i .
ployment. One big practical trouble here is of course thag er;.
financial community, both in the United States and abroad. ; t'\
highly suspicious of budget deficits in any Circ“mStance; s stil
only possible response to such irrational fears is to counte, The
frontally. The United States authorities should giye tbee; thcfn
educating the financial public to fix its eyes on the financial btz;'d in
of the economy at large, rather than on the budger iy ; ;‘a_nce
They could also give a good deal of technical thought tq §0 ation,
tion of their budget, which at present shows deficirs whprﬁsemm
countries would show a surplus: discovery of Bricain’ erf other
the line” would be a help. The key task is to align qf below
accounts with the national income accounts ang therch ¢ budger
role of fiscal policy in perspective. The automatic Y put ic
in market circles of budget deficit with inflariopar % association
be resisted and refuted. ¥ fnance myy;

So far, regrettably, the US authorities show
the bull by the horns. Th§ Secretary of the T
has chosen to skate over the current bud o
advance promises to climinate it next gzatu‘,kﬁ?;] ta};xd hag made
interest rates are likely to be a much more effecys, € end, high
international market than a ritually balanced pyg cﬁ puli n the
interest rates are to be acceptable domestically, so nfe b and if high
may have to be broken. Despite the likely deteri udget Titualg
United States trade balance in coming monthg the Sranon in the
should be fully capable of defending the dojlg, ; S authoritics
but they cannot necessarily do so by adheriq mtemamnally-
fashioned of the market’s maxims, £ 10 the more old.

hittle sign of taking
teasury, Mr’DiHon,

¥

v
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Lconomic development in Asia is bringing higher
living standards to these young people and to the
vast population of that continent. Demand for

an cver increasing range of merchandise is steadily
rising. If you are interested in trade with these
cxpanding markets, you are invited to avail
yourself of the banking and information services of
The Chartered Bank and its subsidiary, The Eastern
Bank Limited. The combined organisation of the
two banks comprises one hundred branches in
twenty-five territories extending from the

Eastern Mediterrancan to the Pacific Ocean.

THE

CHARTERED BANK

{tncorporated by Royal Charter, 1853)
HEAD OFTICE: 38 -BISHOPSGATE, LONDON, E.C.2

U"m‘z End. Lona’(_m branch - 2 Regent Street, Landon, S.W.r
Brazches in the United Ringdom also al Manchester and Liverpioal and in the
United States at New York Agency in Germany ot Hamburg

THE EASTERN BANK LIMITED HEAD OFFICE: 2 & 3 CROSBY SQUARE, LONDON, E.C.3
Associated Banks: Allahabad Bank Ltd. (Incorporated in lndia)
The trano British Bank (Incorporated in iran)
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Expert aid
for EXPORT

The entire organization of the Midland Bank s availuble to give the
fullest co-operation fa the Governments drive for further exports.
At the Overseas Branch in London the

FOREIGN TRADE PROMOTION DEPARTMENT
is equipped to give practical assistance 10 businessmen making new
cilorts to extend their export trade.

Some of the services which the Department is happy to provide are:

1 Information on markets and conditions of trading in
COUNtrics overseas;

Agdvice on methods of payment, foreign exchange,
credit insurance, ete.; )

Obtaining the names of buvers or agents abroad
interested in British exports;

& L N

Personal visits to manulacturers and traders for
discussions on export trade problems.

Tnoaddition the Bank has its own team of specialists (0 assist British
businessmien on questions arising from the Common Market and
Luropean Free Trade Association,

A Turther step has been the preparation of a revised edition of a
booklet called TRADING ABROAD. It deals with many of the
problems confronting those

engaged in foreign trade,
These services are not
confined to customers, and
are readify available through
any of the many
branches of the Bank
throughout England
and Wales.

Midland Bank

_ OVERSEAS BRANCH: 122, OLD BROAD STREﬁ, LONDON, E.C.2
"2,300 Bron&hes in Englan& and Waies
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HENRY

NSBACHER
ANSBACH
A\ND COMPANY

117 BISHOPSGATE LONDON G2

Teleplhone avextvn 1050 Telery Loxpox 28521

BANKERS

ACCLPTANCE CRUEDITS

TMPORT—EXPORT FINANCE
FORLIGN EXCHANGL

TNV ENSTENMONT
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i BANK  UNDERTAKES BANKING BUSINESS o1
ENERY  DESCRIPTION AND ESPECIALLY (Iill'l"l-((%
PACTEITIES TOR TRANSACTIONS WITHH ISRALL /\N!‘)

ALL OTHER COUNTRIES
ADVICE GIVEN ON INVESTMENTS N ISRALL
Bow Bells Hlouse, Bread Street, Cheapside. London, F.C 4
Telephone, CTTy 7712, Telex 25492 '

Athlinted to

rink Lovsrms o Srged BN

THL OLDLUST AND LARGEST BANK IN ISRAEL
WITH
135 BRANCHES THROUGHOQUT THE COUNTRY
I Trast Company is prepared to safeguard the i
investors and inquiries are invited.
VISITORS TO ISRAEL ARE WELCOME TO CALL ON
THE BANK AT ANY OF THE BRANCHES
TO DISCUSS BUSINESS PROBLEMS &
TRAVEL FACILITIES
Head Office: 28 Yehuda Halevy Street, Tel Aviy,
Main Branches: Tcl Aviv, Jerusalem and Haif,
Trust Company: 94 Allenby Road, Tel Ayiy.
New York Branch: 60 Wall Street, New York, 5.

ilerests of foreign

Representative Offices in Continental Europe:
12 Bahahofstrasse, Zirich, and 1 Biebergasse, Frankfurt-Ma;
Affiliation in Ziirich CIFICO BANK LTD., {2 Bahnhofstra;!;e.:

B
—m‘

1861 V“*T

o
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ZEALAND

A CENTURY OF BANKING SERVICE

The experience and knowledge gained during 100
yvears of close association with every phase of
commercial life in New Zealand enable us to place
at the disposal of all who are interested in the
Dominion a first-class and up-to-date banking and
information service.

Enquiries are welcomed by our London Office and by
the Trade and Information Section of the Overseas
Department at Head Office. '

BANK OF NEW ZEALAND

{Incorporated with limited liability in New Zealand in 1861)
LONDON MAIN OFFICE:

1 QUEEN VICTORIA STREET, EC4
A. B. Frethey, Manager A. E. Abel, Assistant Manager

PICCADILLY CIRCUS OFFICE: 54 REGENT STREET, Wi
HEAD OFFICE: WELLINGTON, NEW ZEALAND
Over 380 Branches and Agencies
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CATER RYDER
& Company Limited

38 LOMBARD STREET, LONDON Ecj

Discount Brokers and Bankere

Capital and Reserves exceed £6,000,000
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Sterling—the Real Lesson

A blind eye on wages and official ignorance about the balance of payments—these, not the credits
that averted an exchange collapse, were Brimn’s basic economic errars of 1960-61.

year has been a notoriously bad guide to its troe health,

Throughout the whole period, the balance of payments has
been weak; yet sterling has swung sharply from strength to extreme
weakness and now back again to at least superficial strength. In
autumn 1960 it was still riding high, strangely unaﬁf:cted by ‘the
flight out of dollars into gold—zven though this was just the tme
when the deficit in Britain’s current and long-term capital payments
rose 1o its peak, of around £700 million at an annual rate. This
year the current balance of payments has bean improving, and
relief has also been provided by some large special investment
inflows. But the improvement has nor bzen large enough 10
eradicate the deficit. This is the reality that underlies the special
financing arrangements in what may b: distinguished as three
successive phases. The loan of £535 million from the Inter-
national Monectary Fund, which together with the domesuc
measures taken on July 25th is responsible for the latest turn in
the tide of confidence in favour of sterling, was needed immediately
to fund the special central banking arrangements granted betwesn
mid-March and end-June, which in turn were needed ro offset a
massive withdrawal of the private capital that had financed the
yawning basic deficit of 1960.

It is this deficit, at two removes, that the IMF loan is primarily
financing, together with the smaller deficit that has continuzd in
1961. Admittedly Britain has already made a start in repaying
IMF, with its repurchase of £roo million in October, But this
repayment has plainly been financed out f)f the inflow of short-
term capital—whether of foreign funds for investment or of British
funds returning with the unwinding of the.ie?ds and lags. It
therefore represents no strengthening in Britain’s true egtemal
monetary position, which can come only from a surplus in the
basic balance of payments.

This truism does not mean however, as so many people assume,
that the inflow of short-term capital is to be despised. Private

STERLING’S performance in the exchange markets in the past

credit, no less than official credit, provides a breathing space in
which to put the basic balance of payments right ; and though
private funds may be more volatile, this need not bz of undue con-
cern if official facilities stand ready to take over in case of need:
A commercial bank does not refuse depasits that may bz taken out
at short notice—bzcause it has the assurance that in the last resort
it can draw on the facilities of its central bank. A comparable

arrangement, unhappily, is not yet in existence internationally, but

it is in effect in being for Britain at this moment. Repaymen:s of 1
Britain’s actual drawing increase gari passu its undrawn standby "
facility at the IMF; while this remains intact, Britain has a con- *

tinuing right to draw up to a total of $2,000 million from the Fund.~"

OOKING back over the sterling crisis of 1960-61, with its lag
L of something like a year between the underlying deficit reach- =
ing crisis proportions and the implementation of crisis measures, -
many people have fastened the blame on the temporary credits, first
private and then official, that made this delay possible. Such:
criticism is to be heard in high and influential places. At the:
Vienna mesting of IMF, Continental central bankers who were =
insisting on keeping a tight con:rot on additional credit facilities for
the Fund would explain privately to British delegates, in so many -
words: “ Now look what you did in 1960. Just put up Bank rate,
got in some foreign money and ducked any domestic disciplins.”

Infact this is not what happzned at all, and there is a clsar danger
of ‘qxe real lesson of 1960 being misread. Early in the year the
British government made a major mistake, obvious at the tims,
mn accepting the Guillebaud award to the railwaymen, thereby
putting official sanction bzhind “fair wages for inflation.” But
i their financial policy the authorities took a2 whole series of
measures besides increasing Bank rate. 'Thay exercised, for the
first time, deliberate downward pressure on the gilt-edged market
and thus contributed to the puncturing of the stock exchange boon-z. :
They introduced special  deposits whichy

L

D 1960 Financing the Deficit:

- . FUNDING IN THREE STAGES
Qutgoings: Financed
by: q

Sterling T {961 Jan~July
. balances ’

of non £ . i
countries Qutgoinps: Financed Qutgoings:

Current by:
defici’ B8 33

~term B, N
Long-rer & Long~term credits of Bosle

conral 8 : capifol B4 cracks

| drawings 5:;' tr IMF

£ balonces R sferling

balonces:
private

official

Repayments 8§
10 IMF stc B

{figures in £ million)

dm 196! July ~Oct

Basle Repoyment ¥8 3

Withdrowal :
of Repayment

L R on i 1961 o . 5

mtm IMF . This improvement; as has been noted, did

§ in fact occur. Admittedly, it has nor by
385

together with the. gilt-edged pressure, made
bank liquidity extremely right. Thay raised
taxation in the 1960 budgat and imposed 2
check on the future growth of public invest-
ment. And they reiptroduced hire purchass.
restrictions that finished off th: already dying
boom in consumer durables. By August 1960,
. as a result, the domsstic expansionary forcss
Financed - had been slowed down very considerably ; and
bg:, T it was not unreasonable to suppose that the
deterioration in the current account, which was
partly associated with a major riss in stock
building, would be checked and reversed i

.

Drawing

large enough ; but this was by no msany
obvious in autumn ¥960. As late as the .chl
of Janvary the most pessimistic estimate of ki
year’s current deficit was £150~175 million. 7
was three months later that the Treasury cam
out with its new sst of balance of paymenty
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estimates that showed the deficit nearly f200 million larger. and
suggested thar Brimin's current carnings over recent years ds it
whole had been still worse than was carlicr thought,

This revision in the Treasury estimates came as a major shock
in the carly summer.  InJate March, there did seem a chance tha
sterling might ride out the intense speculation set oft by the revalua-
tions of the mark and guilder carlier that moenih: the Bank of
England. aid=d by the Busle contral bankers™ credits, was throwing
everything inco an aggressive defence of sterling and was making
life costly for the bears.  Certaindy it scems thay the speculative
pressure eased in April and carly May—though there are regrettably
still no figures by which this can be established. At this time.
however, increasing attention was being fastened on the weak-
nesses in Britain’s current account—on the decline in the invisibles.
and on the large deficit that now appeared to have resulted.

By July, in the words of Lord Cromer, Governor of the Bank of
England,

it was the appraisal of the objective observer, every bit as much

as the speculator, that was calling into question our ability to

remain competitive in world markets or, perhaps even, our will

to do so.
The key clement in a country’s ability and a country’s will to
remain competitive is its will and ability to keep a due balance
between the money income it pays itself and what it can produce
and sell. The real charge against the British government is first
that it recognised and was willing to act upon this simple fact only
when the external signals were at imminent danger, rather than
when they first showed a warning amber : and secondly that it
tolerated major deficiencies in the signals themselves, and the

THE ECONOMIST NOVEMBER 25, 1unt

administrative network through which they were communicated
to the Cabinet. Why were the balance of payments cstim'nc:
alowed to become so rusty and so misleading ? Why were ‘Ih\
authorities so sfow i develeping new detectors that would fn:‘
example, have helped 1o pinpoint the inflow of funds in 19(;0 as
thev arrived and would thus have revealed the wealkness of 11(1L-
current account 7 The revised estimates are far from boing the
last word-—these in turn probably put 1o prssimistic a light 01;
the current balance. But they were clearly a warning light 1 and
cne m tound to question why, when the Treasury must have k;l(:x\'11
the figures by mid-March at latest, governmemt action {ollowed
only four months later,

On the view that governments will take unpopular action onlv
under force majeure such as a flight of funds that threatens dCVleU‘)
tion. one could indeed contend that any supporting credit thth‘f-’
from private or official sources, merely postpones the ’neccq%a;lr
remedial action and in the end therefore serves the recipien‘t‘ ill}
In practice this does scem too cynical a view. The British govern‘
ment, as has been seen, did take a good deal of action in 1960_
even if it omitted the most important action on the wages front.
And most people would agree that, both in autumn 1960\and o
March 1961, it was worthwhile stopping nature from takin iltn'
course, which would probably have involved dragging downg th?
pound and the dollar with it on the first occasion and an unplann..:i
free-for-all in world exchanges on the seccond. Byt the use &f
external credits does mean that much more attention has to be éivcg
within the government machine, to signs of weakness in the und..r:
lying balance of payments—first to detecting them and then »m
finding the direct remedy.

The Turn in Germany ?

Private capital is now leaving Germany, and export orders—though not yet actual export surpluses—are
declining. Has revaluation worked ?

at what would be regarded as crisis proportions in London.
In October, the outflow was over go6 million marks, or about
£80 million. The fall since the end of March now amounts to some
£430 million—still reversing only just over half the inflow of 1960,
but not a negligible amount. Moreover, whereas the outflow was at
first produced entirely by special official operations—the large
prepayment of German debts in the spring and the big participa-
tions in credits by the International Monetary Fund in the summer
—the quickening outflow of the autumn reflects the withdrawal of
private funds. These withdrawals are attributable to a reappraisal
on two counts. The first is political, set off by the Berlin crisis
and now extending much deeper than the immediate Berlin situation
itself : questions have been raised about Germany’s future links
with the west, and fears have been heightened by the new govern-
ment situation in Bonn. Fears that the Federal Republic may be
¢ detached ” from the West are far from general: but immediately
such suggestions are raised they have an effect on financial con-
fidence. At the same time, economic trends in Germany since
the March revaluation, together with the ending of immediate
worries about sterling, have put paid to expectations of a further
revaluation, so that there are directly financial reasons too for the
unwinding of the huge international bull position in the mark.
It is true that the actual trade surplus since revaluation has con-
tinued to rise: but the trend of exports appears to have turned
down, and export orders have been falling since the spring.
Since revaluation, in the six months to end-September, the total

E XCHANGE reserves have recently been flowing out of Germany
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outflow of capital has amounted to DM 5.3 billion, and yn;
transfers have added a further DM 1.9 billion ; 5o that ?l?cllztcml

been a big margin, of DM 3.9 billion, over the Cl’lrrcnt SUEplus has
the table shows, the big special payments accounted For S.m As
ore

than half the total capital outflow in these six months and with
Ithout

m——

The Strong and the Weak

17:14%
o Per cent of US dollar parity

SWISS FRANC
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Above parity
Below parity
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A world wide
service and
four centuries
of banking
experience
are valuable
when trading
with Italy

ISTITUTO BANCARIO SAN PAOLO Di TORINO |

Established 1563
HEAD OFFICE: TURIN 165 Branches in ltaly

Representative Offices

LONDON: Bevis Marks House, Bevis Marks, EC3
Telephone AVEnue 6787-6788

zURICH: Todistrasse, 52. Telephone (051) 27.97.88

PARIS \ Representative Offices in these Cities are
FRANKFORT j expected to be opened shortly

CORRESPONDENTS THE WORLD OVER

KLEINWORT, BENSON

FIMITED

Bankers

ACCEPTANCE CREDITS
IMPORT-LINPORT FINANCHE
FOREIGN LENCHANGE

MANAGEMENT OF INVESTMENT FRUSTS
PENSION  AND INSTITUTIONAL TFUNDS

CAPITAL ISSUES AND PLACINGS

Aldermanbury House,
T.ondon 1:c2
Metropolitain 1797

20 Fenchurch Strect,
f.ondon BC3
Mansion House 1531

And at 19 Old Hall Strees, Liverpool

ARG AES R0

"HONGKONG AND SHANGHAI

Hong Kong

Jfrom your desk
to the FAR EAST

If trade with the Far East interests you, just make
a telephone call! Better still, pay a visit to our office
at 9 Gracechurch Street. In either case, you will
be put directly in touch with Far Eastern affairs.
We can provide you with up-to-date credit infor-
mation and advise you on many other aspects of
business with the Far East. :
As the largest British bank established by the Far i
East for the Far East, with branches in twenty
countries and a network of agencies in all other \
principal trading centres, we are in a unique position
to help you.

\

THE o

BANKING CORPORATION

HEAD OFFICE: HONG KONG
LONDON OFFICE: 9 GRACECHURCH STREET, E.C.3
TELEPHONE: MANSION HOUSE 8541

Branches throughout the Far East; also in New'Y: urg, Patss.
Offices of our Subsidiary in San Fr:nciesfo aﬁe ﬁagfg:i,fm.

Associated Banks: ;
MERCANTILE BANK LIMITED - THE BRITISH BANK OF THE MIDDLE EAST

Group total assets exceed £445 millon oL
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From Kenya to
the Cape

we maintain a network of 850 offices.
Their services. covering every field of
banking in South, Central and East Africa
are at the disposal of all with interests
in those areas-whether residents
or travellers, business men or tourists.

The Standard
Bank

OF SOUTH AFRICA LTD

10 CLEMENTS LANE, LONDON ECt

New York Agency: 67 Wall Street
Hamburg Agency: Jungfernstieg 7

NGt bpagpedies ol pgeserios Heptigghatt Sostl,
Central ind East Africu

East-West Trade

1S expanding
through the
MOSCOW NARODNY
BANK LIMITED

For over 40 years the Moscow Narodny
Bank has specialized in financing East-West
trade. Today it offers 4 complete banking
service for the financing of the trade of the
U.S.8.R. and the Peoples’ Democracies in
Eastern Europe and Asia, with the

R rest
ol the world.

4 Moorgate, London, E.C.2

‘%o" "1* .

- . Telephone: Metropolitan 0831
I Q

“'u / ) Telex: 2825

s
Fox gast ¥

ESTABLISHED 1919

d

pEREE

he L LY, I.V¥Bank Ltd

ZEEas o= cssenliadly a Bank that

2 cpecialises inan individual

== approach to finance.

g2 Thiz means that it can—and doces
—offer a service that is hoth

- personal and prompl.,

B With Brauches in ]1'/,/,g‘]1111{], y wles ,(/1117
gimE=  iroughout Ireland, The National Banl:
is the only Bank to operale extensively
on both sides of the lrish Sca.

Authorised Capital —£7.500,000
Issued Capital - £1,500,000
Reserve Fund — £1,500,000
Deposits (31.12.60) £105,3653,157

LONDON (Head Office) 13-17 OLD BROAD ST. E.C.2,
DUBLIN (Chief Office) 34 & 35 COLLEGE GREEN
BELFAST (Chief Office) 62-68 HIGH ST.

Agents and Correspondents all over the world,
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NOW
AVAILABLE

“OPPORTUNIY
AUSTRALIA”

New book gives facts and figures
on Australia’s Rapidly Expanding
Economy,

“OPPORTUNITY AUSTRALIA* s i

book recently published by Thefh%c::!;eo{'a
Bank of Australia Limited for the informa:iCIa|
and ‘bysinessmen contemplating  jny 'on 5
establishing trade relations with Ausrralies ment
The book presents in 19 informative ch:.

f investors
in, or

Plers an overq|t

picture of Australia’s econom ;i

Yr major
yvorks,.and many facets of primary, Sect')nda developmemal
industries, Y and tertiary

A copy will be forwarded

. lad|
without charge or obligationg Y to you upon request

You are cordially invited to write to:

THE
COMWERGYa
BANK OF AUSTAALIA Louyry

London Office: 12 Old Jewry, Lo
’ ndon' E C 2, T
~d. Telex 22652

\
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OFFSETTING GERMANY'S CURRENT SURPLUS

International Banking

third quarter also reflects the unwinding

(DM million) of Germany’s leads and lags—the
Other g counterpart of the reflux of funds to

us Banks' Capital Movements | k London.
o Change Su;poisjson Specia Treasury foret , Errors At the beginning of the year the Ger-
» iy frctors  taid"  exchange Donations _ and man government, under international
reserves | services account  position  Official - Private Omissions  pressure, launched a large scale foreign
aid programme providing for loans and
grants of somz DM 4-5 billion a year.
ls¢ qur.  — 207 | 42706 14200 —e77  —1.220  — 470 #1495 - 652 +332 In the first six months of the year long-
Ind qur. - 1.892 | +1.929 312 124 — 482 - 686+ 627 . — 879 4845 term capital payments by public auhori-
_ 7 - - 896 ties arr}ounted to DM 1,156 million ; in
3rd qtr. -—l.91 +1,383 —1,070% 16 boo36 352 109 280 8 the third quarter they fell back to DM
Towal.. —4094 | +6018 —5612  —8l17  —1667 —1508  +1722 2511 +281 352 million. The programme naturally

: .
* Book loss in reserves on revaluation. 1 Repayment of postwar debts.

them the resarves would have continued to rise.  While the German
commercial banks were placing funds abroad, other movemznts of
private capital continued to flow into Germany on balance. In 'the
summer however the Berlin crisis and the recovery of sterling
produced a sharp turn-round, and while private funds flowed ou:
of Germany, the banks kept more of their funds at homs.

In the first six months of this year the change in the net fgrelgn
exchange position of the banks contributed DM 1,703 million to
the capital cutflow ; in the third quarter this trend was reversed
and there was a not inflow of DM 36 million. The net external
liabilitics of the banks (the excess of foreign deposits with them
over their short-term claims on foreign centres) were reduced from
DM 2,526 million at the end of 1960 to DM 859 million by end-
September. Foreign deposits with the German banks, after rising
by DM 334 million in the second quarter fell in the third quarter
by DM 340 million, and there has besn talk of the Bundesbank
ending the ban on payment of interest on these deposits.

The net outflow of other private capital in the third quarter was
DM 100 million and this included a nzgative balance in transactions
in securitics. In April-December of 1960 there was an inflow of
DM 1.7 billion on this account, and in the first six months of 1961
the inflow was still high, at DM 1.1 billion. Political tensions
have now brought this inflow to a halt and although equity invest-
ment is still growing, sales of fixed interest securities in August
and September produced a net outflow of DM 126 million. Apothe
important turn-round was in the residual errors and omissions,
which tend to be almost as elusive in the German balance of pay-
ments as they are in the British. During the period of exchange
uncertainty, businessmen incurred foreign currency liabilities in
order to set them against claims in foreign currencies which they
feared might depreciate. These positions are now being liquidated,
helping to produce an outflow on private caplt.al account gnd'a
negative balancing item. The sharp turn-round in this item in the

The New IMF Creditors currency sales by the Fund
1961

(To Sept 30th)
STERLING

STERLING 5%

STERLING T%
) OTHER
%

CONT.
EUROPE

$ 2886m $ 798m $2405m

Total sales

W

takes time to mount, and meanwhile some
DM 800 million that has been paid up by
industry but not yet lent abroad has been placed in United States’
Treasury bills.

Even if Germany’s foreign aid effort next year were to reach
the projected DM 4-5 billion this would still be smaller than its
presznt surplus on current account—which has reached the extra-
ordinary level of DM 6 billion (£535 million) in the first nine
months of 1961 alons. There are clear signs however that the trend
may soon be reversed—though the hard-bitten analyst is bound
to add that similar signs have proved illusory before.

$IMF credits.

1961

1954 1957 1958 1959 1963  (annual

rate)
CURRENT ACCOUNT (DM. Miliion) Jan.-Sept.
Balance of trade ... +2698 +4083 +4+4954 45361 5223 47,132
Services ........... +1,363 43,718 +3,178 42,040 +2,750 + 892

Current balance.. -+4061 4780t +8,132 47,401 47973 -+8,024

CAPITAL ACCOUNT
Long-term capital .. — 718 — 726 1,877 —3919 — 458 —6,584
Short-term capital ;

Private + 305 — 3 - 737 ~1,193 42912 2,68
Official oo+ 38 1711 4+ 222 —1 431 -~ 754 + 136
Grants ........o0.n — 474 1833 1,844 -—2906 3,056 —3,348
Unidentified residual — 430 41,594 — 708 - 456 41,390 <+ 376
Net change in
Reserves...... +2,782 45,122 43,188 ~2,204 48007 3,564

The balance of invisible items, or services, continues to move
against Germany, and in the third quarter it moved into a deficit of
DM 333 million. The main factor is the ever growing wave of
German tourists, who, taking advantage of cheapzr foreign travel
as a result of revaluation, poured a net DM 730 million into their
neighbours’ pockets in the summer quarter. In merchandise trade,
while the recorded surplus is at a new peak, there is little doubt that
the export boom is slowing down. In the third quarter exports were
9.1 per cent higher than in the same quarter of 1960, compared
with 11.4 per cent in the second ; the Bundesbank’s seasonally
adjusted export figures show a steady fall since the beginning of
the year, by a total of some 6 per cent. New export orders booked
by German industry in September were 7 per cent down on
September of last year, and were 10.7 per cent down in the capital
goods sector. In August they fell below actual export deliveries
for the first time since early 1959.

German businessmen now seem to be finding exporting less
profitable and less fun. Since revaluation they have found it more
difficult to conclude export contracts in D-marks and have had to
choose between incurring the exchange risk themselves or paying
the relatively high charges for forward cover. At the same time
the rise in wage costs per unit of production has tended to squeeze
their profit margins. There has been an increase in overseas com-.
petition, with the United States in the van, and many German
firms are finding it impossible to pass these cost increases on to -
the export market. Theoretically they ought to turn to the home -
market which is not quite so price sensitive. It remains to be seen
how far they do so.

’



International Banking

While revaluation has undoubtedly worked in the right direction

on the export side, it is not yet clear that it has done so for imports.
For it has contributed to a fall in import prices.  In the second
and third quarters of the year the volume of imports rose by 9-10
er cent over the corresponding periads of 1960—broadly the same
wrease as for exports—Dbut imports by value rose by only 4-5
wr cont. Nor has there been any rush to import at the more
wourable exchange rate. At first importers were stll looking to
he chance of further exchange adjustments : now that these expee
ations have receded. imports could get a detaved boost.

Pressure on Germany's domestic cconomy has pow cased at moat
wints,  The Bundesbank reports a slowing down not onlv m
xport orders but also in orders for investment goods. 1 stock-
wuilding, and even in pressures on building. The scasonally
djusted index of industrial production has Hattened since the L.‘nd
f 196¢. and in the third quarter a number of important industries.
ncluding  textiles, coal. and iron, were producing less than
t vear betore. The pressure on supplics of labour howc.\'cr‘ has
1ot abated. with unemplovinent, at 0.5 per cent. exceeded six times

THE  ECONOMIST NOVEMBER 23, 19n]
over by notified vacancies.  Labour remains the main bottleneck
to further expansion, and the casing of demand on the economy
to which revaluaton has contributed has had little impact in this
vital sector. Revaluation has however helped o check the tcndcncxi'
towards higher prices: i the twelve months to March, prices of
industrial products in Germany rose by 2.3 per cent, whereas sinee
then they have barely changed. But revaluation has also helped o
check the expansion in German output, which had previously been
a highly cficctive absorbant of heavy wage increases. .
therefore 1o draw up the final balance sheet of this
may have marked the turn in Germany's great ¢

It is too soun
exercise. It
_ s Ut xternal surpius.,
But espectallv it for polincal reasons, Germany appears in coming
vears a less attractive home for private capital, then g large Clll‘rch
surplus will be needed o finance the outflow of official capital to
poorer countries, and a rapid rate of domestic expansion may be
needed to get the aid programme accepted by the German pc()plc
By slowing down Germany’s big external expansionary forcc.
revaluation therefore creates new problems as well ag hc]ping u;
solve a very tough old one. g

Canada’s Obstinate Dollar

The Canadian authorities need to give careful qttcntton to reducing mterest rates if they
are to succeed in their aim of holding down the exchange rate.

the Canadian dollar enjoyed the singular distinctio.n among

major currencies of being officially value.d at the price a frec
narket set upon it. This position was taken in 1950 vylthout 't’hc
slessing of the International Monetary Fund, but w1th. its acquies-
-ence on the promise that the rate would be pegged again as soon as
srcumstances warranted. The alteration in exchange rate policy
which was the centrepiece of Mr Fleming’s June budgc.t makes the
Canadian dollar an even stranger creature. Stil.l without fixed
parities, its value is no longer to be determ'ingd cntlrcly t?y the free
play of market forces but is to be kept within such limits as may
from time to time seem appropriate to the Canadian authorities.
At the time the change was announced it was made clear that thg
current view was that a distinctly lower rate than the average of
the last few years was appropriate, and that thti.rCSOLerCS of the
exchange fund would be available to achieve this purpose.

The new exchange rate policy was not w_ithout its harbingers.
A pattern of economic policies, and particularly of monetary
policies, which gave Canada an exchange rate whose valuc‘stood
higher during the years of disillusionment since 1957 thgn it had
during the great boom of the mid-fiftics had for some time b'ccn
the target of criticism. The fact that Canada and 1ts.prmc1pal
trading partner, the United States both have currencies called
dollars, subdivided into cents, has, despite the lack of formal
relationship between the values of the two currencies, conmbutﬁed
to the habit of speaking of the situation in which 100 Canadian
cents is worth 100 American cents as  parity.” If a fixed exchange
parity were set down and decreed that 100 Canadian cents equalled
only 9o US cents this could readily be understood by the Canadian
laity. But as the Canadian dollar was not fixed, but left free to
find its true market valuation, it was difficult to appreciate the
logic of a market which sometimes s?cemed‘to make the Canadian
dollar more valuable the weaker thf: mdusmal' and current account
position of Canada became. Even if the workings of sucl} a market
were explained so that all could understand, the question _woutlld
remain: “If such is the result of a free market, whcrc?ln llCSdF ¢
advantage which makes Canada alone of all the ma;;r tra tixrx:g
countries prefer a floating rate ?” Most critics suggested reverting

I:?OR more than a decade, from October. 1950 to June, 1961.
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to a normal fixed rate, and several rates had been suggested as
appropriate—for cxample, a rate of, say. 95 US cents 10 thg
Canadian dollar. Sometimes, as a half-way house, it wag suggested
that Canada should adopt fixed paritics but maintain a wider ;)cr—
mitted margin of fluctuation, say § per cent either way, than the
1 per cent approved by the IMF.

By budget-time in 1960 the Canadian Government hg
to heed the view that the Canadian currency was standi
undesirably high level. At that time, however, Mr Fleming con-
tented himself with indicating his disapproval of the large volume
of Canadian borrowing abroad (much of it by Canadjan provinch‘
and municipalities), which was partly responsible for the ’
of the cxchange. This displeasure restricted the borro
induced a cautious attitude in the exchange market, s
April 1960 the premium on the Canadian dollar fel] fr
5 per cent to 35 per cent. But official displeasure prov
modest restraint, especially as the disparity in long-ter
rates between Canada and New York tended to widen dy
In December 1960, Mr Fleming produced a serjes of
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British and French Bank
Limited

Authorised £2,600,000

Sybscribed & paid £1,750,000
GENERAL RESERVE £200,000

IMRIE HOUSE, 33/36 KING WILLIAM STREET,

LONDON, E.C4
TELEPHONE: MANSION HOUSE 5678

CAPITAL

Correspondents and Agents in NIGERIA
United Bank for Africa
Limited
Authorised £2.,000,000
Subscribed & paid £1,500,000

CAPITAL

Head Oflice:  127/129 Broad Strect, Lagos

Branches at Lagos (2), Apapa, Ebute Metta, lkeja,
Ibadan, Kaduna, Kano and Port Harcourt (2)

Affiliare of

BANQUE NATIONALE POUR LE COMMERCE
ET LINDUSTRIE, PARIS

Branches and Affiliates of this Group are also estab-

lished throughout France, the overscas territories of the

French Community and in Colombia, Uruguav, Mexico,

Panama, Lebanon, Hong Kong, Cambodia, South
Vietnami and Switzer{and.

E)

e e e

National Bank of
Pakistan

(Incorporated under the National Bank of Pakistan

Ordinance, No. XIX of 1949, and sponsored by the

Government of Pakistan, The liability of members
is limited.)

ESTABLISHED 1949

Authorised Capital Pak. Rs. 30,000,000
Issued and Subscribed ... Pak. Rs. 30,000,000
Paid-up ... Pak. Rs. 15,000,000
Reserve Fund Pak. Rs. 21,000,000

Deposits as on 30.6.61 ... Pak. Rs. 1,080,836,000

With 188 branches and sub-branches throughout

Pakistan and foreign branches at Calcutta (India),

D'Jeddah (Saudi Arabia), Baghdad (Iraq) and Hong

Kong, the bank is well equipped to transact Banking

business of every description for those at present trading
or intending to trade with these countries.

Enquiries will be welcomed by the
London Manager at
20 EASTCHEAP, LONDON, E.C.3

I A T

g e

EST. 1695

BANK OF
SCOTLAND

Scoetland’s First Bank

Still in the van of PROGRESS
by using high speed Telex
communications for its
electronic centralised accounting.

¥ 4510

&F

801

NI EARS

.+ . the resources of National and Grindlays Bank Limited, which
now incorporate the Eastern Branches of Lloyds Bank Limited,
have increased from £130 million to £230 million. Similarly the
number of offices now operating in countries overseas total 140,

no fewer than 100 more than existed a decade ago. Unrivalled
banking facilitics are therefore available for all merchants trading .
with the various countries served by the Bank.

Amalgamating

NATIONAL BANK OF INDIA
LIMITED,

GRINDLAYS BANK LIMITED
AND THE EASTERN
BRANCMHES OF

LLOYDS BANK LIMITED

NATIONAL AND GRINDLAYS

BANK LIMITED

HEAD OTFICE: 26, BISHOPSGATE, LONDON, ECa

A comiprehensive banking service is avaitable at brancixc# in the followi itori
INDIA . PAKISTAN - CEYLON - BURMA - E CA - WIng territories:
SOMALIA AND THE RHODESIAS AST AFRICA - ADEN

Bankers to the Government in: ADEN - KENYA - UGANDA - ZANZIBAR

-y



IF YOUR INTERESTS ARE

IN THE EAST

With a network ol branches in Asian countrics the

Mercantile Bank is well equipped to give expert guidance
on all matters affecting Eastern Trading. supplemented

by a comprehensive banking service.

MERCANTILE BANK

LIMITED

HEAD orrice: 135 Gracechurch Street, London EC3
WEST END BRANCiT: 123 Pall Mall, London SWI

INDIA - PAKISTAN + CEYLON - FEDERATION OF MALAYA - BURMA
SINGAPORE - HONG KONG - MAURITIUS - THAILAND - JAPAN

A member of The Hongkong Bank Group, whose total assets exceed £445 million.
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OTTOMAN
BANK

{Incorporated in Turkey with Limited Liability.)

7N

PAID-UP CAPITAL - £5,000,000
Branches throughout :
Turkey, Cyprus, lIraq, Jordan, Sudan
and at Doha (Qatar)
Also in
Kenya, Tanganyika, Uganda,
Southern Rhodesia

LONDON: 18/22 ABCHURCH LANE, E.C 4

PARIS: 7 RUE MEYERBEER
ISTANBUL - CASABLANCA - GENEVA
MARSEILLES

" Hambros
Bank ..

Merchant Bankers

FESTABLISHIIND 1839

Acceptance Credits - Investment - Bullion Dealing
Commodity Markets + Foreign Exchange

LONDON HEAD OFFICE: 41 Bishopsgate, London. E.C.2
WEST END BRANCH: 67 Pall Mall, London, S W.1

HOLBORN BRANCH: | Charterhouse Street, London, E.C.1
NEW YORK: Laidlaw & Co., 25 Broad Street. New York 4
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known as the © litde budget ™ which gave rangibls form to his carlicr
discouragements, in that fiscal disincentives, albeit of a mild SOTL,
were placed on borrowing abroad. The premium on the Canadian
doliar fell from an average of 2% per cent in November, 1960 to
less than 1 por cent in January 1961, _

The 1961 budget was presented several months lz}ter than is
usual, and it was wid:ly believed that new departures i economic
policy were being contemplated, possibly in prepar'ation for an
carly clection.  That the exchange rate might feature in the finance
minister’s plans was clearly possible, and the Canadian exchangs
rate became noticeably less buoyant, particularly after Mr Fleming’s
break with the then Governor of the Bank of Canada, Mr ]arr_xes
Coyne, came into the open. As is now well knowg, Mr Fl.emmg.
in his budget of June 20th this year proclaimed his intention of
achizving an cxchange rate at a significant discount on the US
doltar. The principal prongs of his attack were to be the use of
the exchangs fund and the encouragement of a lower level of
domestic interest rates in order to reduce the incentive to borrow
abroad. In this connection tactical changes were madz in ths
authoritics’ debt management policies. Th= budget generally indi-
cated an expansion of the monzy supply—although any attzmpt w0
bring interest rates down *“artificially ” by ** irresponsible increases”
in the monzy supply was eschawed.  The exchange rate moved
quickly to a 3 cents discount, and has since then bzen remarkably
sieady within the range 3-3) cents discount. ‘

The state of unceriainty about the rate which existed immedi-
ately after the budget made the task of reducing the market va'u:
of the Canadian dollar a relatively simple and costless one for the
authorities. In North America a discount of five cents or more
was widely believed to be what the Government had in mind,
and some commentators, though principally those in Europe, talked
of a discount as great as 10 cents. At any rate there was clearly
no hurry to cover liabilities to Canadians, whilst Ca.nadians had
every incentive to make payments to foreigners as quickly as pos-
sible, rather than wait to see just how far the new policy would 'be
pushed. The ease with which a discount was achieved and main-
tained in the first few months after the budget was, therzfore, no
true test of the working out of the June decision. In fact between
the end of June and the end of September the Canadian gold and
dollar reserves fell by US $60 million, as the Canadian control, so
far from having to buy US dollars to achieve a discouqt? actually
bought Canadian funds on balance. However, the stability of the
rate since the budget itself diminished the uncertainties which had
put downward pressure on the Canadian dollar, and in October the
discount was maintained at the 3 cents level only by large scale
purchase of US dollars—Canadian official holdings of US dollars
rose by $186 million in that month, that is by about 10 per cent.

“Supply and Absorption 1951-1960

Gold:

$mn

SUPPLY ___ ABSORPTION
) Sales by - ! Flow into
1500 g USSR |t " private holdings
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Gold Il
|~ Reserves

Froduction |
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This was much the largest monthly change in the level of exchange
holdings for some years. It was at this point, stimulated by some
unclear comments on the rate by Mr Fleming, that the feeling gained
ground that the Canadian authorities might not succeeed in their
attempt to maintain the Canadian dollar at a discount—though
when Mr Fleming hinted specifically that the rate might be pushed
down further, the discount did widen by about 4 cent to 3% cents.

The authorities, when adopting the new policy, must have en-
visaged the possibility of having to use the exchange fund fairly
vigorously in support of their intentions. But this poses a problem.
If it becomes widzly believed that only large scale and persistent
buying of US dollars by the Canadian authorities is maintaining
the currency at a discount, it is likely that spzculators will begin
to bank upon such a policy eventually being abandoned.

A spzculative irflow to take advantage of a likely appreciation,
such as occurred in advance of the original switch to a floating rate
eleven years ago, might then develop. Is Canada’s exchange
rate policy facing such a test ? It might conceivably do so if buying
of US dollars continues on the October scale. But it is unlikely
that this will bs necessary, The upward pressure on the Canadian
doilar which necessitated this buying may have bzen connected
with the reversal of the leads and lags in payments generated by
post-budget uncertaintizs. To that extent it may therefore have
been exceptional. However, by the same token, the ease with which
the discount was achievad initially is also unlikely to represent the’
norm. In coming months the Canadian authorities are likely to
find it nacessary to keep a more watchful eye on the two main
underlying factors in the exchange market: the state of the current
account, and the differential bstween long-term interest rates in
Canada and the United States.

HERE is reason to believe that it was a marked improvement in
Canada’s trading position in the third quarter which made
the authorities content with a discount of only 3 per cent on the
US dollar. If economic revival in North America were now to lead
to any significant expansion in the level of Canadian domestic
investment, it would be normal to expsct a deterioration in
Canada’s trading balance, and consequently soms downward pres-
sure on the Canadian dollar. This apart, much is likely to depend
upon the Canadian authorities’ ability to achieve and maintain 2
narrowing in the wide interest rates margins above New York that
prevailed before the budget. The effective comparison is
between the rate on American grade AA corporate bonds and on
Canadian provincial government issues. At the beginning of June
the margin was n=arly 14 per cent ; it has since fallen to under 1
per cent. As a result of the changed atmosphere, and the imposi
tion of the new fiscal disincentives, the attraction of the US marks
to Canadian borrowers may be ended when the margin falls below
three-quarters of one per cent, as opposed to the traditional hali
per cent. There is, however, a gencral feeling that if an_expansior
of the Canadiant money supply were used to push the US-Canadiag
interest differential to much less than } per cent, the Canadiar
authorities would find the public losing confidence in the markei
and regarding the rate as unrealistic. If the authorities then parsiste¢
in their policy, they might easily find themselves committed to ¢
credit expansion of the order which Mr Fleming in June was a:
pains to rule out, in his renunciation of * irresponsible ” increases.
No great scope is left, therefore, for the stronger use of moneta;:
policy in support of the exchange rate policy ; but present poli
ought to be sufficient to maintain a small discount, in the absens
of a major speculative attack. The recent reduction in the Nation#
Housing Association Mortgage rate by } per cent to 63 per cent
instead of by the expected 4 per cent, indicates the caution wig
which the authorities now feel they must move. , %
Canada is unlikely to find it easy to maintain the dowhwﬁfé
. i
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differential against New York rates. The fall of 0.25-0.35 per cent
which has been achieved since the end of May has had behind it
very considerable official support.  The money supply rose by
over $1oo million a month between the end of May and the end
of October ; and Buank of Canada holdings of Gevernment securi-
ties rose by over $500 million.  The Government has also run down
its cash balances in the attempt to avoid borrowing on the marker.
Semething like $750 million of this year’s estimated $1.200 million
overall budget deficit has to be covered, and $446 million of
Government debt matures in December. Such considerations may
have imparted some caution to the market. However, given
reasonably good market management, these do not appear very for-
bidding obstacles to the maintenance of interest rates at the fower
levels recently cestablished.  The 1961 Canadian Savings Bonds
1ssue is expected to bring in about $500 million, and much of the
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December maturity is already in the hands of the Bank of Canad:
On this basis as little as $250 million of this year’s large bna &
deficit would remain, }Be budger
There is now every appearance of unanimity and co
botween the various branches of the Canadian SCONOmMIc manggs
ment.  The newly established exchange rate policy is curr -dgf-
facing its first real test, and success will depend to a l;lrgc gk?ty
upon the authorities” ability to maintain Canadian long-term x'uft‘
at a level which leaves the interest advantage offered to Ean I;;l.t’L!s
berrowers i New York not much above three quarters ofa ldn‘
per cent. There does not appear to be any great thrcatk to }?m
ability to do so from the exigencies either of fiscal policy or of Id Ltl,r
management.  And general ceconomic considerations  the ~.1L [
argue for rather lower domestic interest rate Ve
of Canadian resourcees remains considerable,

-Operation

S+ as underemploymeny

Problems of a Strong Franc

Financial recovery has been spectacular, and has pernutted a notable vevival of the Parisc ~op:
) ._ : _ : 1S capital
market. But rising prices are now again causing concern.

BY A PARIS CORRESPONDENT

HRISTMAS 1958 was a turning point in the economic history

of postwar France ranking in importance with that of 1926

after the first world war. On both occasions a spectacular
Enancial recovery was achieved by a combination of venturesome
reforms. There is no need to recall in detail the measures adopted
cn December 27th, 1958—a “ cleansing ” (assainissement) of public
finances, devaluation of the franc by 15 per cent, the almost com-
plete lifting of import quotas, market convertibility for the franc
simultancously with other currencies, and entry by France into
the common market. These measures formed an integral whole
and were a complete success. In one sector, that of the balance
of pagments, even the most optimistic expsctations were surpassed.
Some improvement always follows devaluation of a currency. What
was unhoped for was the appearance and continuance of the large
surpluses that France has achieved for nearly three years.

First results early in 1959 left grounds for some scepticism:
the return of French funds from abroad, where they had been
allowed to remain more or less permissively, and the inflow of
foreign funds, obscured the underlying trend in the foreign balance.
In the following months it became clear that the foundations of

- rzcovery had been laid. For not only-was there a considerable
surplus in the balance of payment on current account, but within
this the balance of trade had become positive for the first time
since 1926-28. Traditionally French exports cover, on average, no
more than 80 to 90 per cent of imports, and the deficit is offset
by invisible receipts. Since 1959, however, there has been a
persistent trade surplus. The improvement, moreover, was not
accomplished at the cost of official restrictions on imports. On ths
contrary, the quotas were removed, and customs duties reduced.
The improvement has stemmed from the buoyancy of exports.

It is in transactions with the common market that the expansion
in French trade has been concentrated. The other five countries
now account for about 43 per cent of French foreign trade, as
against 32 per cent in 1958. Transactions with other industrialised
countries, on the other hand, have remained broadly unchanged,
and France’s share in this outside trade has declined.

In addition to the favourable swing in the trade balance, there

“ were gains in invisible transactions. Thus the balance on goods and
services showed a surplus of $710 million in 1959 and of $637

804

millicn in 1960. The total surplus, includin
was $1,037 million in 1959 and $540 million
the surplus may rise again to $1,000 million,
These global figures need elucidation. First
was swollen by the deliberately delayed repatriation of French f
from overseas. Sccondly, the influx of foreign private capita] lunds
term and short-term, has been and still i considerable » long-
million in 1959, $358 million in 1960. The influx o the —?439
would in fact have been all the more Spectacular if France ;ICSU‘VQS
used the surpluses in its current balance to reray either in ;d o
or when due a large part of its external debt, These re ronce
total no less than $1,500 million since the end of 1958. T}l:?ymems
has reduced France’s external debt to $1,756 million— s policy
it is now long term., and all of
Despite these massive repayments of short-
term debts, the official gold and currency reserve
million at the end of 1958 1o $2,070 riillioév;s :ﬁie ef;&()‘m $I’050

and $2,815 million at 30th September last. At this leve] thof 1959
€Y rank

g capital movements,
In 1960. For 1961,

the 1959 surplys
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NATIONAL

CAN HELP YOU
NATIONAL BANK OF NEW ZEALAND LIMITED

Head Office: 8 Moorgate, London. E.C.2 - Telephone: MONaich 8311-8315
West End Branch: 14 Charles Il Stieet. London, $.W.1 - Telephone: TRAalaas 6791

Chief Office in New Zealand: Wellington

THE
RAFIDAIN
BANK

{Incorporaied in lrag with lim{ted liahility j

STATE BANK OF IRAQ
HEAD OFFICE: BAGHDAD, IRAQ

Authorised Capital 1D 5,000,000 - Paid Up Capiral 1ID4,716 279
Total Assets Exceed 1D 64,000,000

The Ratidain Bank, with its network of Branches in the
Middie East, is in a unique position to supply up-to-date
information on business conditions in the area.

Its London Branch will be pleased to place compicte
banking scrvices at the disposal of those interested and to
provide guidance on trading conditions. in‘ these fast
developing markets. Enquiries and applications for all
types of banking facilities will be welcomed.

MAIN LONDON OFFICE: 13 ‘& 14 KING STREET, E.C.2
Telephone: Monarch 7437 - Telegrams: RAFIDBANKNO

West End Office: 188 Piccadilly, W.1 Telephone: Regent 1437

Branches throughout lrag and in the Lebanon and Jordan
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There is more in banking
with the National Provincial
than the mere possession of
decisions and the ability to obtain friendly THE
and helpful advice and .
information when required | \| atlonal

have attracted many firms

a bank account. The first class service, prompt

and companies from

i rnenes of PTOVINCIAL

Industry, including some

of the largest in the country. .
The wide experience of the
bank is at the disposal of BUSI N ESSES .

all its customers whether
small. National Provincial Bank could DU

their accounts be large or
be of assistance to you in your business
and its problems.

&

NATIONAL PROVINCIAL BANK LIMITED.
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BROWN. SHIPLEY
& (0. LIMITED

FOUNDED 1810

MERCHANT BANKERS

All Banking and Trustee Services

Capital Issues and Investment Management

Founders Courl. Lothbury,

London. E.C.2

Tetex: For bach, 286238

Telephione:
General 28005

MONarch 9835

B. W. BLYDENSTEIN & Co.

BANKERS

Fstablished in London in 1855

Puartners:
R. A. Vreede, H. H. Ocrlemans.
The Twentsche Bank (Londony ad.
Netherlunds Trading Society (Londony Lud.

WL ARE ABLE TO GIVE A SPECIALIZED
SURVICE  COVERING  ALL  TRANSACTIONS
WITH THE NETHURIANDS. THE NETHER-
LANDS  ANTILLES. SURINAM. SINGAPORL.
MALAYA, BURMA. INDIA, PAKISTAN. THi
FAR TAST. SAUDI ARABIA. LEBANON, IRAN.
FAST  AFRICA.  TANGILR,  ARGENTING.
URUGUAY AND NEW YORK.

54.55& 56 THREADNEEDLE ST.
LONDON, E.C.2

Telephone: LONdon Wall 2131
Telex: 23367

CANADA
THE CARIBBEAN AREA
AND SOUTH AMERICA

Ask your banker about the scrvices

we provide through our own wide
network of branches in these imporrant
trading arcas,

London Offices:
6 Lothbuty, r.c.2
2 Cockspur Strect, 8.w.1

THE ROYAL BANK 1
OF CANADA |

Incorporated with limited liability in Canada in 1369

Over 1,000 branches in Canada,

SWISS BANK
@ (ORPORATION

A company limited by sharess incorporated in Switzerlund
t wnd)

Société de Banque Suisse Schweizerischer Bankvere
Societa di Banca Svizzera

in

Oftices in all principal Swiss Cities
(Hcad Office: Acschenvorstade 1, Basle)

NEW YORK AGENCY

15, NASSAU STREET, N.Y.. AND 10, WEST 490 STRp 1y

RESIDENT REPRESENTATIVES
IN PARIS, RIO DE JANEIRO, SAO PAULG
BUENOS AIRES, AND LIMA

AFFILIATED COMPANIFS
SWISS CORPORATION EQOR
CANADIAN INVESTMENTS LTD.,
MONTREAL, CANADA
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closely behind the central reserves of the sterling area (and the
latter, unlike France’s reserves, are encumbered by heavy short-
term liabilities) ; come very close to Italian reserves ; but are still
less than half as large as Germany’s.

For more than two years now the franc has been consistently
strong. For many months the dollar has been maintained at
its lower support point of 4.90 NF. Even during the serious
political crises which have taken place, the French authorities have
had no need to give any support to the franc from the exchange
stabilisation fund. Within a very short period the franc has become
a strong currency, much in demand. In February last, simultane-
ously with other Western countries, France was able to abandon
the protection of Articks XIV of the International Monetary Fund
statutes and proceed to formal external convertibility. France’s
new-found financial strength, however, has brought its own prob-
lems to the financial authorities in Paris.

ON several occasions France has had to seek outside aid to help
support its currency, and at present finds itself being called
upon in turn to come to the assistance of other countries with
financial troubles. Thus in the spring France took part in the
Basle agreement in support of sterling. Moreover France agreed
that the franc should be used in loans by the International
Monetary Fund to various countries: Britain, India, Argentina
are recent examples.

If the need arose there is no doubt that France would maintain
its obligations towards the dollar, and would not refuse its support
in buttressing the resources of the IMF. But forewarned by its
own experience of the rapidity with which a favourable situation
can become worse, France has no intention of blindly undertaking
obligations which it might not be capable of fulfilling. France
wishes to have control over any loans which may be made in its
currency. This position, clearly expressed at the IMF meeting in
Vienna, has been parfaitement comprise,

The French money market, both short and long term, is tradi-
tionally confined within narrow limits. It does not compare in
breadth with the London or New York markets. Paris holds
a relatively modest position in the international money market.
Since the war the need for capital funds for expansion and recon-
struction, the priority given to demands from the Treasury to cover
successive budgetary deficits, credit control designed to check
inflation—all these have still further tightened the market for
investment funds.

The 1958 monetary reform and the reversal in the balance of
payments have helped to make the market more fluid. Tl_xe
budgetary deficit was easily covered by short-term public loans, in

FRANCE
: UNITED KINGDOM

4

r’/
e UNITED STATES
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Treasury bonds and the like. For the last two years the Treasury
has made no further demands on the long-term market. At the same
time, the reflux of funds from abroad has kept the banks well
supplied. Moreover, as the danger of inflation became more remote,
credit resirictions were somewhat relaxed, but they have not simply
been removed. On the contrary, the obligations on the banks to
take up Treasury pap:r in proportion to their deposits have been
reinforced.

UNDER these conditions no considerable expansion of credit
in the Paris money market could have been expected. As
long as the banks—as is the case at the moment—remain heavily
indebted to the Bank of France the money market is bound to
remain tight. On the other hand the cessation of demands on the
long-term market by the Treasury and the new-found confidence
in the currency have allowed private companies to obtain more
easily the capital funds they need. The part played by foreign
capital in the capital market has become appreciably more
important.

In 1959 the net contribution of private foreign capital, both
long and short term, reached the total of $439 million, to which
must be added $128 million in repatriated French capital. In
1960 this amounted to $358 million (but was partly offset by the
outflow of $103 million francs of French capital from the country).
Of the foreign inflow transactions in Stock Exchange securities
remained at the moderate total of $46 million, though they have
increased this year to $60-70 million.

The greater part of the contributions of foreign capital was in
the form of direct investment—in share participations, in the
establishment of branches, and various other loans. North
America alone provided in 1960 $125 million, OEEC countries
$91 million, and international bodies $55 million. German and
Swiss capital, through the medium of finance and investment
companies, was more interested in Stock Exchange transactions.

There has also been a major increase in the past year or two
in foreign currency arbitrage operations. Immediately following
the devaluation, the French banks witnessed a considerable increase
in their deposits of foreign currency. On the one hand they
borrowed foreign balances from their correspondents either for
their own needs or for arbitrage operations. The total of these
loans in. foreign currency reached $583 million by the end of
1960, as against $477 million in the previous year. On the other
hand, foreign currency deposits by French and foreign depositors’
rose from $320 million to $400 million in the same period. ;

There has been, therefore, a notable extension in the operations
of the Faris market. The figures must not however be exaggerated ;
they are still small in relation to the London or New York markets.
If, as has been said, the French promeoters of the Six had hoped
to make Paris the chief financial centre of Europe, this hope is far
from being achieved. London, even outside the Continent, has
continued to be the leading financial centre of the Six.

The French Government, in the past three years, has been
successful in bringing about a financial recovery and it has been
successful in ensuring that France is in a favourable position to
compete in the common market. Can this progress be maintained ?

French industrial activity, admittedly, shows no signs of slowing
down and exports are very active. Competition, however, is
hardening, Even now in the car industry there are signs that a
ceiling has been reached. For three years France has been able to -
maintain the advantages of its devaluation. But at present these are

the Caribbean arca and South America \ BANQUE FRANCO-SUISSE POUR LE MAROC e e ™ ' . .
| CASABLANCA, MOROCCQO ' wearing thin owing to the continuous upward trend of costs. With -.*
ASSETS LEXCEED 54,000,000,000 \ an almost free European market, price competition is exerting its -

} 99, GRESHAM STREET, LONDO full pressure. But the upward trend of French prices is now clear,

EC2 The Finance Minister, M. Baumgartner, has issued several warn-

11c, REGENT STREET, LONDON S.W 1,

ings of the danger of this trend, which, towards the end of this year -
807 s
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b ecomie atarminghy rapid. Fortunately the problent iy o relative
one. Fhis upward price tend iv also apparent wn Franee™s nearest
comimercial rivals ospecially Germany and Swatzerhund, The
coentee of the external problem s o ensure that the upward 1rend
i French prices s nor mors rapid don 10 oo these other
COLNITICS.

Other ditficutues. however: have cropped up. the most urgeny
ol which is the cifect of full cmplovinont on wuge pressure. The
second arises from the madequacy. even now. ol productive
wvestment. Phe third Bes m the constuntly mcreasing surpluess
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of agncultural products which find almost no outlet in fore;
markets. even ar the cost of heavy losses.  This is m~ of
stumbling blocks of the common marker. In cm\wh‘zs'om'm e
remote danger as the lack of exploration bv French iwum' ‘E [.mm.
of markets, outside Europe, in which France's ¢ H\S"m?.\mm
already mare ficmly entrenched, competitars are

The future Is not ar all clear. But m this
any country. Fhe financial recovery g
to be consohidated 1 it is not 1o und;‘rg
as the * Poincaré period ™ of 1926-28.
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Pressure on the Sterling Area

Impiediate pressure on the external finances of vverseas sterling countries has been easeq

I—but not, g5

they would wish, by higher export earnings.

BY AN AUSTRALIAN CORRLESPONDENT

to attract i, the inflow of capiwal from abroad has con-

siderably eased the pressure on external fimances this year.
Tighter control of imports and a significant inward flow of capital
have increased the reserves of the everseas sterling area countries
as a whole. Yet the basic strength of these economies, and particu-
farlv of those that cannot attract outside capital on a large scale,
depends on the strength of current exports, which in turn depends
largely on prices of primary products.  And the current fevel of
prices for primary producers is more unfavourable than a year
ago. A feeble recovery in prices in the early months of this year
at the outset of the economic recovery in the United States has
been punctured by a decline, mainly in tropical products, since
the spring, and The Economuist indicator of commodity prices has
now reached its lowest point since the Korean boom. This fall is a
major sctback for underdeveloped countries. The optimist mav,
however, set some hopes on an acceleration in the growth in con-
sumption of the cheaper primary products, and also perhaps on
the efforts to buttress prices. These influences could bring some
improvement before the end of next year.

The terms of trade moved heavily against the overseas sterling
area in 1960, following a partial recovery in 1959: falling export
prices have been accompanied by a continued rise in import prices.
The deterioration was continued in 1961 after the short-lived
recovery. In Australia and New Zealand, the steadily worsening
terms of trade have caused major concern. This has infected the
thinking of many of their responsible ministers about Britain’;
projected entry into the European common market. The deteriora-
tion in their terms of tradz since the end of fighting in Korea is
becoming more generally recognised as an important factor in the
recurrent crises in their external payments, which in turn have
brought severe import restrictions.

The higher prices that South Africa, Australia and New Zealand
have had to pay for their imports have been accentuated by ihe
larger proportion of capital goods and consumer durables among
their chief imports. Less developed countries, whose imports of
manufactures consist to a greater extent of articles like textiles that
arc being supplied in increasing quantities from low-cost pro-
ducing countries, have probably suffered a less pronounced
increase in the price of their imports. The double squeeze of
declining export prices and rising prices of imports is responsible
for the relative stagnation over the past five years of Britain’s
. exports to the important markets of the older dominions. The
declining purchasing power of exports—between 1953 and 1960
the volume of Australia’s exports rose by 24 per cent, yet its total
export receipts at £A876 million were some £A12 million lower

l Yor those countries in the overseas sterling arca lucky cnough

than in 1953—has weakened the economic grow
and caused them 1o place a disproportion
foreign capital.

Sterling balances of the overseas sterling countries fell cadi
between June 1960 and March 1967, by £23; m_li%_ttd ily
£2.441 million.  The serious drop in the second half1 )1f0n o
was pa.rtly seasonal, and was shared by all countries with thc(n 1'9:10
exeeptions of Ghana, Malaya and Pakistan, By far th.md ,C
severe falls were recorded by Australia, India and South Afri(.‘, ot
1961, however, corrective policy measures designed to de I‘n_
imports, assisted in each of these three cases by borrowin rLf o
the International Monetary Fund, together managed to chgsk r(ln‘n
loss of reserves. The result was that by the second quart ot
1961 the reserves of overseas sterling countries ag 5 wh%lc bcxr '0[
to risc again, and it is likely that the trend was continuéd d e
the seasonally adverse third quarter. It is important to not mil?g
the recovery was due mainly to a check on imports and [$ f}:dt
borrowings—not to an upturn in commodity prices. gl

The improvement in Australia during the spring and s
of this year was exceptiorally strong. On the import side Un‘]m.”
tive fiscal and monetary policies stopped the import b('s Testric-
left the country with large stocks of imported goods, ma o a_nd
on long-term credit from Britain and elsewherc" Tﬁy supplicd
domestic activity declined and the demang for.im ¢ level of
abnormally low levels. This was accompanied b 'pofls fell 1o
in exports, highlighted by sales of wheat Co Y 3 strong riye

. . m o Sy .
but also covering a wide range of minerals, foodstu‘fff’;ll:;(tj China,
many-

th of these countriey
ate reliange on mflows of
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Franco-British & General
Trust Limited . . .

. . . . specialises in the following:
(1 Obtaining Stock Excliange quotations for family businesses
2y Muawnagement of investments
(3)  Provision of tinance for private companies

4y Company regsistration work

B e e e T e

196061 ISSULS 196061
BEACKETT & SON LIMITED

STAR (GREATFR LONDON)
HOLDINGS LIMITED

W. E. NORTON (1HHOLDINGS)
LIMITED

CLIFFORD & SNELL LIMITED - Specialised communications and
clectrical apparatus

0

Deparumemt Store Proprictors

Property fovestment and
Development

Nachine Tools

DA

il

i

FRANGO-BRITISH & GENERAL TRUST LTD.

(Investment Bankers)

COPTHALL HOUSE, COPTHALL AVENUE, LONDON, 1.C.2
Telephione: NATional 8601 (10 lines)

DIRECTORS: Noél C. Oddy (Chairman und Managing Direcior)

L. §. Richenberg, A, AL R, Marshall

E. L. Teaz, a.a.c.c.a., P C.E. Dix, c.A.

P 3 Gerard (French), B.SC., MULSTRUCT.F, AL,

THE CENTRAL

BANK

OF INDIA

LIMITED

Unearparaied we india,

Lhe Liabitiy of Menhers s finited.)

Established {911

Paid-up Capitat - - .

Reserve Fund and Other
Reserves -~ - - o

Deposits (31.12.60) -

Note: The sterling equnalems
converted at the rate of {

Rs.  3,15,00,000 (£2,362,500
Rs.  4,15,79,722  (£3,118,479)
Rs. 2,00.07,37,976 (£150,055,348)

of the Rupee figures shown above have been
/6 per Rupee.

Chairman: SIR HOMI MODY, «.s.k.
Vice-Chairman: C. H. BHABHA, Esq.

Branches and Pay Oflices i

n all important commercial cenyres of

India. Pakistan and Burma

HEAD OFFICEY
MAHATMA GANDHI ROAD, FORT, BOMBAY |

LON

DON OFFICE:

159, FENCHURCH STREET, LONDON, E.C.3

London Adviser:
SIR CECIL TREVOR, c.i.E.

Banking business of every description transacted.

AUSTRALIA

FOR RELIABLE INFORMATION on any aspect of business
development and investment in Australia you are invited
to contact The National Bank of Australasia Ltd. The
Bank maintains an Information Department at its
London Office to answer enquiries and also to distribute
the Bank’s own publications. These include:

“Monthly Summary of Australian Conditions”’
““Australia—A Guide for New Companies”’
sAustralia—A Guide for Newcomers”’
“Concerning Your Investments’’

All freely available on request.

Please write, telephone or call

THE NATIONAL BANK
OF AUSTRALASIA LTD

(Incorporated in Victoria)

6 -8 TOKENHQUSE YARD
LONDON E.C.2.

Telephone: MONarch 8070 ‘
Head Office: 271-279 Cellins St., Melbourne

BANK

BAZARGANI

IRAN

(Commercial Bank of Iran)

Paid Up Capital...
Reserves ...
Assets exceeding...

MAIDAN
Branches

BAZAR
BAHARESTAN
BAKHTAR

TAJRISH

ABADAN

BABOL

ISFAHAN

KHORRAMSHAHR

NEISHABOOR
MESHED |

RESHT

SHIRAZ

TABRIZ

. Ris. 200,000,000
e e .. Ris 18,300,000
e we . Ris.2,976.846,929

Head Office
SEPAH, TEHERAN

Today the Bank holds a unigue
position in the commercial life of
lrfm. Up to date reports on lacal
markets, trading regulations, and
general economic conditions are
available to those interested in
developing trade with Iran.

Enquiries welcomed

Representative Offices
91 Moorgate,
London, E.C.2, |
Monarch 8425/6,

10 Bleichenbriicke, Hamburg, 36,
Hamburg 344626/7.
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. . . about Chemical New York
1824—This was the year Chemical New York
was founded by the New York Chemical Manu-
facturing Company. The parent was soon out-
grown and superseded by the Bank in 1844,
10—Chemical Bank New York Trust Company
is today one of the world's 10 largest banks.
109—In New York City alone, Chemical New
York has 109 branches.

Main Office: 165 Broadway, New York 15,
50,000—To help its customers, Chemical New
York has correspondent banks with 50,000
branches abroad. '

25-31—-You can find the London Office of
Chemical New York at

25-31 Moorgate, London, E.C.2.
Vice-Presidents:

Stuart W, Don, W. D. Wickenden.

I
Chemical Bank
New York Trust Company

Londan Office: 25-31 Moorgate, London E.C.2 Tel: MOOrgate 9514 Cables: Chembank, London
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AFRICAN CONTINENTAL BANK LIMITED

The Bank is owned and controlled by F,
' ¢ y Kastern Nigeris
,'\:]arkcnn'g Board_ and Eastern Nigeria Du':.l:;)ﬁ:cr:l:
(,orporflt{on, public Corporations cstablished under the
Law of Lastern Nigeria Government, ‘L
Authorised Capital : £2,000.000,
Fully Subscribed : £2,000,000.
Paid-up and Reserve: £1,952,880.
Chairman: Sir Od(nr_n‘eg‘wuo;mlj‘
General Manager : F. S. McEwen,

KBLE
With branches throughout the Federati
the African Continental Bank Limited js
to handle banking business of every dese
particular for those trading or intcnding
Nigeria.

on of Nigeriy,

\ycll' cquipped
ription and in
to trade with

Your enquiries will be welcomed by the [ 1/
Bruno Pollak. at 5, Cheapside, Lw}don, L(” (20” Manager,
Telephone: CITy 5688/9 & 5630, o

Telegrams: Zikbank. London, E.C.2

Head Office Representative in London:
COLIN K.N. OBIH

Head Office:
148, Broad Street, Lagos, Nigeria.

THE

UNITED COMMERCIAL BANK
LIMITED

(Incorporated in India. Liability of Members i limited)
. (¢

Head Office:
2 INDIA EXCHANGE PLACE

CALCUTTA

London Office:
12 NICHOLAS LANE, E.C4

G. D. BIRLA, Chairman
AUTHORISED CAPITAL

Rs.
SUBSCRIBED CAPITAL .. p. 2%’000
PAID-UP CAPITAL Rs. 20,000 o0
RESERVE FUND RS. 20,233’000
* <9500,000

—_—

With Branches at the leadin

Commerce in India, Pakistan,gMc:ﬁt;gs ﬁ’f Industry o4

and Hong Kong, we are well equipped ltll‘ma, Singapore

Commercial Institutions and individualg cq O serve By

with the East or intending to open °0nnec{irg,l,ngt gn business
S.there

S. T. )

T. SADASIV AN, Generaj

Manage,

\\
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actured goods. Further support has come from a record capital
nflow, both official and private. ]

Many of the African sterling countries have shown signs of
mproving their balance of payments in recent months .zmd South
Africa, in particular, has checked the dangerous fall in reserves
sy tight import quotas and exchange control. Only two of the
najor countries, Ind’a and New Zealand, are still facmg a hcav.xly
idverse balance of payments. India’s problems, despite massive
IMF and World Bank assistance, are as acuté as 2ver. In New
Zealand  import  restrictions  should eventually .remforce the
surrent balance, though they had made no impact up 10
september last.

The past year has certainly seen substantial assistancs to sterling
~ountries by the Iniernational Monetary Fund. The first arrangz-
mznt with the Fund was made by South Africa in Decembzr 1969
and ths was followed by Australia in April and Ipdla in July.
[n all the drawings totalled $462.5 million. Australia and South
Africa were also granted stand-by credits, but the quick recovery
in Australia’s rcserves has erabled this credit to be cancelled
already. Further assistance has been afforded by the World Bank
ind its affiliates which since June last have approved several large
loans for projects in India, Pakistan and Ceylon. Finally, it has
been announced that New Zealand, which is a very recent member
of the IMF, has entered into discussions with the Fund th‘h the
object of arranging a drawing. New Zealand has already raised a
market loan in New York. It has been suggested in New Zealand
that the Fund should be asked for a drawing of some £22.5 million
or 50 per cent of the quota, and that a loan should also be sought
from the World Bank.

Details of private capital inflow are more difficult to ascertain
with any accuracy. New figures published by the Board of Trade
show that direct private investment by Britain in the overseas sterl-
ing area rose by almost a third in 1960 from £100 million to £132
million, and nearly doubled between 1958 and 1960. Britain’s
investment in these countries is not only much larger in total than
its investments on the Continent, it is rising faster too—which may
not be illogical if tariff barriers are about to come down in Europe
but continue or increase elsewhere. A very marked increase occurr'ed
in investment in Australia, which accounts for just over one third
of the total. Britain’s rate of new investment there rose from £27

S billion_ B R $ billion

World Reserves
and Imports

WORLD IMPORTS

RESERVES IN IMF ¥
DOLLAR BALANCES
STERLING BALANCES
GOLD

B

A Moldings of convertible currencies
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million in 1959 to £47 million in 1960. British investment in the
Federation of Rhodesia and Nyasaland also showed a substantial
gain in 1960 of L12 million—but was nonetheless lowsr than in
1959. Private investment by the United States in the overszas
sterling countries remained almost stationary at just over $200
million in 1960 ; bur there was a substantial rise from $214 million
to $305 million in long-term loans by the United States
governmeant.

South Africa has recently managed to check th: previous largs
outflow of capital, and has attracted a modest total of mzdium term
credits from the United States and Italy. The most notable
feat in attraction of foreign capital has been that of Australia,
The icflow rose from £A218 million in 1959-60 to a record of
£A408 million in the year to June, 1961. As intimated above, part
of this capital inflow came in the form of imports supplied on
long-term credit and is thus likely to appear as an import debit
in the current financial year. Reliable estimates of the amount
involved in such credits are not available although soms observers
put the figure at £A4o million and upwards. In the third quarter
of 1961 there was a fall of more than 50 per cent compared with
the same period of last year in the apparent rate of capital inflow
into Australia.

ONE important uncertainty in this sphere arises from the recent
official request to United Kingdom companies to remit to
Britain a greater proportion of profits earned abroad. This is a
matter of considerable importance to most members of the sterling
area. Australia has already voiced its anxieties and a quick look at
its balance of payments shows that it can ill-afford any further drain_
of this nature—remittances to the United States are already very
high. Australia’s deficit on current account has risen from fA1452
million in 1958 to L£A369 million in the year to June, 1961: it
has needed huge private and official capital inflows to offset this
growing current account deficit. Plainly there is litile scope for
further remittances of profits until this current deficit is reduced
to more manageable proportions. If remittances are increased none-
theless, this may force a corresponding decline in outlay on imports.

The overszas sterling countries have thus succeeded in checking
the fall in their reserves ; they achieved a useful net surplus in the
June quarter and these gains appear to be continuing in the second
half of the year. Yet the recovery is thinly based—on IMF borrow-
ings and other capital inflows on the one hand, and on limitation of
imports, by direct control or by disinflationary pressure on their
economies, on the other. There is no certainty of a sustained
improvement in commodity prices: the state of oversupply of
many primary products is growing worse rather than better. India
and New Zealand are still facing serious exchange pressure. The
inflow of private capital has been at high levels but may now decline
slightly. Substantial repayments to IMF are due in the next
few years.

Despite the improvement in-reserves, therefore, it seems reasons
able to conclude that a tight check will be kept on imports and
that the emphasis will be to strengthen overseas reserves further,
This movement will be assisted in the first six months of next year
by seasonal factors, but the boost from this year’s large draw-
ings from the IMF and loans from the World Bank is not likely te
be repeated in the immediate future, apart from a possible drawing
by New Zealand. Imports can be expected to rise, especially. i
Australia, but the need to repay IMF drawings and the uncertainty
about export prices may necessitate a cautious approach. Certain}
an improvement in terms of trade would quickly alter thi
outlook. It is a prerequisite of a sustained expansion of thy

overseas sterling countries’ .own buying from Europs and thi
United States, ke ﬂm
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CREDIT
ITALIAN

Head Office in Milan
275 Branches in ltaly
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THE BRITISH BANK
OF THE MIDDLE EAST

corporated by Roval Charier 1889

Hiao Osrice: 7 KING WILLIAM STREET, t.c4
Munsion House 2643 (6 lincs)

London Representative—G. B. Petronio

158 Fenchurch St., E.C3 Cartial AND Pustisien Resirves £4,774.000

A meather of the Hangkong Bunk Gronp,
whose total assets cxceed €445 million,

CHAIRMAN Sir Dallas Bernard, Bart,
DEPLTY CHAIRMAN:  GENERAL MANAGER:
G. C. R, Eley, €.hE H. Musker, ot M.c.
BRANCHES

ADIN - INDEY - TRAD - JORDAN - LEBANON - Ly . MORNOCC
SAUDT ARABIN - TUNISIN © ABU DHABL - BAHRAIN + Dopiy - DURAL
KUW AT » MUSCAT « SHAREAp )

ASSOCIATED BANK IN JRAN -
THE BANK OF IRAN AND THE MIDDLE EAgy
Capital Rials 250,000,000 (£1,200,000)

Tolephone: MIN 88512

REPRESENTATIVES also in:
Buenos Anres—Frankfurt a/M—New York

P(’ll‘iS"'—SﬂO P{\Ul()—ZLll'iCh

,‘VAVAVA'*AVAV"A’VAVAV*A,"\A,"AVA'AVAV“'AV‘AVAVAVAVAVAVAVAV AV AV AV AT,

AV AT AVAVATAVEAVAVAVAVATVATAVAVAVACTAVAVAVAVATATVA

VAVAVAVAVAVAVAVAVAVAVAVAVAVAYAYAYAY AYAvaw
A

AR <11, -f.

B N S
Yo $55 200

AN

RREAYSUAN

ST L R R LN N L VOR Y SRR avrogny
A A A SR S SR SR N

3 ) §
= N ST ERE Sk S5 Lo
S AL AR AR AR AR

AR AR

4
2 O“CMVSTI(q
INTEGRITAS o

N. M. Rothschild & Sons

MERCHANT AND INVESTMENT BANKERS

Steside

Acceptance Credits, Capital Issues

Forcign Exchange, Investment Management

Authorised dealers in bullion and proprictors of the

ROYAL MINT REFINERY

) ) ilver ¢ precious metals
Refiners of gold, silver and other |

e

&
r(':\‘ ’ o
AR : MANSION HO
S NLW COURT, ST. SWITHIN'S LANE, LONDON. E.C.4 ANSIO! USE 4356
SNl

&"é
Al
ey

s

o

=

<
4
&3
N
s
‘-’\

X

WY
X
%
7y
b
~
b,

A
S
S

7Y
b

< #‘ ]
\
<

2

‘\J ™~

e

e

2

3N

4,
AR

5
.4‘.,

THE ECONOMIST NOVEMBER 25, 1961

THE India’s expanding economy f
. Invites overseas bt‘lsn)ess ;
U NBON interests to share in its |
. prosperity. Realizing the ’
BANK  nced for a reliable ,
« C¢learing house of foreign !
OK exchange, international ﬁ
INDIA companies turn to the
- - Union Bank with its
network of branches
throughout India and ;
connections in all foreign ;
centres including direct |
TELEX contact with |
world markets. In a
nutshell, here 1s a banking
service which can be relied |
on for experience and ;
|
|

despatch.

THE UNION BANK

GG-50 APOLLO NTREET. BOMBAY-I. (India.)
International Telex: PR 11

‘I
OF INDIA LIMITED |
|
|

The Fuji Bank knows this diving girl. Her precious

&.M. o

[
{
l

load makes up onc of Japan’s prime exports. Wherever ’

<he brings up the pearl oysters from the tranquil scas

around Japan, a Fuji branch is near by. o

Business transactions flow smoothly through the Fuji

Bank's vast facilities, which, since 1880, have been pro-

moting world-wide trade.

I you are importing cultured pearls, let ghc bank that

knows the source handle your exchange finances,

The name is Fuji.

189 BRANCHES THROUGHOUT JAPAN

@ we FUJI BANK FTD'

Head Office: Tbkyo, Japan
.Overseas Offices: London, New York, Colcutia

313

3 ea&gl‘&gafl‘é

one of the most popular wintersport centres of
the famous Bernese Oberland.

Fhere, one and all enjoy the deep blue skies,
brilliant sunshine, magnificent alpine scenery,
and every kind of exhilarating winter sport.
Also unforgettable are the delightful journess
from Wengen by cable airway to Macunlichen
(7,320 ft.) or by tinv electric trains to such well-
known places as the Kleine Scheidegg and
Grindelwald, or up to the Jungfranjoch,

(nd easion sTill

when there, to contact the Wengen hranch of
the Union Bank of Switzerland who will
dladly cash your Travellers’ Cheques or Letters
of ('r(-dit. and supply the best advice on finaneial
ransactons.

SCHWEKZERISCHE BANKGESELLSCHAFT
UNION DE BANQUES SUISSES
UNIONE DI BANCHE, SVIZZERE

HEAD OFFICE: ZURICH, Bahuhofstrasse 45

OVER 50 BRANCHES THROUGHOUT SWITZERLAND
Capital fully paid ... ..
Reserves

Cable Addvress for all Offices

. Swiss Franes 140,000,000
e Swiss Franes 152,000,000

and Branches: BANKUNION

B

ESPONDENTS ALL OVER THE WORLD
MOVER THE WO
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money is

A SOURCE OF

INNOCENT
MERRIMENT

We can scarcely think of a more
agreeable sentiment, but it’s also true
that money can be the source of
more money —which is why people
invest and why we're in business.

Investing in the Japanese market
IS an easy way to put your money
to work reproducing itself. To find
out where in Japan it will work
hardest, you need facts and figures,
and that’s where Yamaichi comes in.

Besides our regular weekly and
monthly publications, Industry-wide
surveys, and other Inglish-language
pamphlets and  brochures, Yamaichi
puts out a continuing series of Special
Reports on leading individual corpo-
rations.  They give in concise form
the major activities, plans, producton,
sales, and profit récords, and other
detailed data the wise investor wants
to know,

If your money means mote to you
than innocent merriment, you will
do well to consider taking a stake in
Japan’s booming economy. Yamaichi
Is waiting to help you.

YAMAICHI
SECURITIES CO.,LTD.

Kabuto-cho, Nihonbashi, Chuo-ku, Tokyo

New York Affiliate:

YAMAICHI SECURITIES CO0. OF NEW YORK, INC.

111 Broadway, New York 6, N.Y.
1123 Bethel Street, Honolulu, Hawaii

814
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Established 1810

ALEXANDERS
DISCOUNT COMPANY

LIMITED

CAPITAL PAID UP
RESERVES .

£2,600,000
.. £2,267,370

TREASURY, CORPORATION, BANK BILLS Anp
FIRST CLASS TRADE BILLS DISCOUNTED

MONEY RECEIVED ON DEPOSIT, AT CALL AND
SHORT NOTICE AT CURRENT MARKET RATES

24 LOMBARD STREET, LONDON, E.c 3

Telephone: Mansion House 9601 (10 tines)

Telegrams :

“Alexanders, Telex-London” Telex:

25148

e ]

—-—_\

First in
Industrial Finance
Experience in
Management of
Foreign Capital

Foreign Exchange Business qlso our line

The Industrial Bank
of Japan Lid,

Head Office: Marunouchi, Chiyoda-ky, Tok
New York Office: 30 Broad Street, Neow Y

ESTABLISHED IN 1902

Yo, Japan'
ork 4, Ny,

‘("
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SINGER & FRIEDLANDER
LTD

MERCHANT DBANKERS

20 Cannon Street, London, E.C.4

Northern Office : Provincsal House, Albion Street, Leeds 1

New York Office : 52 Wall Street, New York §

SINGER &LFRIEDLANDER LTD

-

World-wide Banking Services

me SUMITOMO BANK, no

(Incorporated in Japan)

HEAD OFFICE: OSAKA, JAPAN
139 bronches in key cities throughout Jopan
LONDON BRANCH:
Bucklersbury House, 3 Queen
" Victoria Street, London, E.C. 4
OVERSEAS OFFICES :
NEW YORK AGENCY
KARACH! REPRESENTATIVE OFFICE

Affiliated Banks :

THE SUMITOMO BANK OF CALIFORNIA

Heod Office: SAN FRANCISCO

Branch Offices: LOS ANGELES
CRENSHAW
SACRAMENTO

BANCG SUMITOMO BRASILEIRO S. A.
, SAQ PAULO
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RESEARCH AND
THE JAPANESE
STOCK MARKET

Research has for centuries been associated
primarily with science and mathematics. But.
with Nomura Securities Co., Ltd., it is the
foundation for analysis of the Japanese
economy. The complexities of a modern world
dictate that the economist can no longer make
reccommendations from hunches or sudden
notions. He must have accurate figures before
him in terms which he can analyse . . . figures
resulting from research. To aid us in our
rescarch we employ a complete staff’ of exper-
ienced statisticians who prepare the many
graphs and charts essential to portray fully the
economic structure of Japan. The results of
data on industry and the general economy are
compiled and studied by Nomura analysts and
economists to obtain complete information on
the complete market picture and the compli-
cated constituents from which it is made. The
results of their work are published periodically
for our clients, to aid them in the selection of
stocks and other investments in Japan.

Also, latest information on new company
quotations, present economie status, and future
planning are available through our branch
offices and representatives throughout the
world. Let us do the research for you. Write
to the Nomura Securities Co., Ltd. for infor-
mation on the Japanese stock market.

THE NOMURA SECURITIES CO., LTD.

I-f, Tori, Nihonbashi, Chuo-ku, Tokyo, Japan

Please send me your information ropy.

...............................................

..................................................

By
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TH AL END'S O N (ND ONLY
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Chur Overseas Branvlios

LONDON . BARRINGTON HOUSE
5967 GRESHAM STREET,
LONDON, EC.2.

TOKYO . NO. | 2-CHOME-MUROMACH,
NIHONBASHI, CHOU-KUJ.
TOKYO

HONGKONG 60, BONHAM STRAND. WEST,

HONGKONG.

SINGAPORE 64, SOUTH BRIDGE ROAD,

SINGAPQRE.

14, AMPANG STREET,
KUALA LUMPUR,
FEDERATION OF MALAYA

SAIGON : 44, NGUYEN-CONG-TRU 44,
£.0, 8OX 1059,
SAIGON

KUALA LUMPUR

If it’s about Japan !

HEAD OFFICE : OSAKA

JAPAN . 185 BRANCHES
OVERSEAS . LONDON, NEW YORk

SAN FRANCISCO, TAlpg

'COMPAGNIE D’OUTREMER

BANQUE LAMBERT

BRUSSELS

816
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THAY

it

Business
or pleasure
in Norway

RREDITRASSEN

N~rway's oldest Commercial Bank =
Head Office: Stortorvet 7, OSLO - NORWAY

Offices outside Oslo: Arendal - Dokka - Elverum - Hamar
Moss - Mysen - Trysil - Tynset,
Telegrams: KREDITKASSEN
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HE TOKAI
BANK, LTD.

HEAD OFFICE: NAGOYA, JAPAN

174 OFFICES:
Magoya, Tokyo, Yokohama, Osaka, Kobe, Sapporo and
oter major cities throughout lapan.
LONDON REPRESENTATIVE OFFICE:
107, O!d Broad Stree:, London, E.C2
NEW YORK REPRESENTATIVE OFFICE:
149 Broadway, New York 6, N.JX.

Giovanmerts

f the National Comercial

Motorised banking affices o,

Bank serve communities in the Highlands, the Western
Isles and Ayrshire. (Artist Giovannetts says his
Fabulous Hamster would (ike to drive one.)

Throughout Scotland~
and the world

As the largest bank in Scotland, with more than 4o0
branches, we have a permanent place in the Scottish scene,
But that is not all. Through our Overseas departments and
network of cotrespondents we provide facilities for
business in any part of the world.

NATIONAL COMMERCIAL BANK
OF SCOTLAND LIMITED

|
i
|
|

Offering You a Second Income

An extra source of income is always welcome.
For that special something you have longed for,
for vacations, ete., a second income is the logical

solution,

To establish a second income, Nikko offers for
your choice a diversified portfolio of stocks,
bonds, investment trusts and debentures. Nikko,
with its eminent history in the field of invest-
ments in Japan, is known for its competent,
dependable service. A special staff of experts for
consultations with foreign clients is at your
service.

The Nikko Securities Co,, Ltd.,

New Marunauchi Bldg., Tokyo, |apan

gﬁm Telex: TK 2410 Cable Address: NIKOSE TOKYO
L. New Yark Branch: 1 Chase Manhattan Plaza
New York 5, N.Y.
Tetetype: NY 1-2755U
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¢t AUSTRALIA Uit NEW ZEALAND?

W have jssted o series of informative travel ouides
covering all the principal cities of Australia and New
Fealonid, Bach cuide includes & map of the city concerned

and its suburbs, Business men visiting Australin and

New Zealand and emizrants

LIFE
ASSURANCE

Whole Life-Without Profits

Sum Assured
£5,000

Age next hirthday
30

Annual Premium
£67.1.8

to these countries are
invited to write for free
capies of the guides 1o

any of the cities listed

below and for any

information they require

on industry. trade,

finance and emigration.

Ask for a camplete taple of

attractive rates for Whole Life ang
Endowment Assurance,

SYDNEY - MELBOURNE : ADELAIDE - BRISBANE - PERTH
CANBERRA - TASMANIA - WELLINGTON - AUCKLAND
CHRISTCHURCH - DUNEDIN

LONDON
and

.

' MANCHESTER
: | "ASSURANC
"AUSTRALIA AND NEW ZEALAND BANK LIMITED £ COMPANY LimiTep

71 CORNHILL, LONDON, E.C.3 TELEPHONE: AVEnue 1281

Finsbury Square, London, £

A HOME-SERy] -

| CE
INSURA NC/E_‘ OFFICE

Oper 50 Branches and Agencies
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No, Mr Thorneycroft

R THORNEYCROFT, the Minister of Aviation, has failed
M the first major test of policy he has been called upon

1o decide since he returned to the Government. His
refusal to endorse the grant of a licence to Cunard Eagle to
fly on the North Atlantic has for the aviation industry one
meaning and one only: thar the Government does not intend
to permit competition in the air. Indeed, the decision and
Mr Thorneycroft’s published reasons for arriving at it raise
doubts about whether the Government rightly understands
what the word  competition ~ means.

-This year had been intended to mark a new phase in British
fiying. A new Act had come into force which purported to
end the monopoly of the two nationalised air corporations ;
a new licensing body had come into being empowered to
permit privately-owned airlines to fly services in competition
with the corporations where conditions appeared to justify a
second service. Among the many applications that this body
received was one from Cunard Eagle to fly passenger services
on the North Atlantic in competition with the British Overseas
Airways Corporation. This was the first application for 2
major route to be heard by the board, and it was regarded
throughout the indusiry as a test case. The board quite
logically assumed that parliamentary time and sigmficant

ypense would hardly have been expended on bringing a new
CoivilrAviation Act on to the statute book unless it was expected
to produce some changes in the status quo. Accordingly, the
board recommended the granting of a licence to Cunard Eagle
¢or one daily round trip across the North Atlantic.

The Minister has thrown out this recommendation in terms
that must leave the board wondering precisely what Mr
Thorneycroft conceives its function to be, or why he thinks
the Act was passed at all. If Mr Thorneycroft sincerely
advances the bromide about ““ too many seats chasing too few
passengers,” his way is perfectly clear—to postpone the date
for Cunard Eagle’s licence from next summer to the one after.
But Mr Thorneycroft’s real reasons for countermanding the
ihoard'’s award must go deeper than this, for they draw the teeth
Nf the new Act and turn it from a watch dog into a dozy old
¢ und fit only to thump its rail approvingly at private airlines
jevat know their place in the order of things and aspire to
nothing higher than holiday tours and charter trade. /

If the statement sent by the Ministry of Aviation to the
unfortunate and disaprointed licensing board on Tuesday
night can be taken as a guide of Government intent, then

' Mr Thorneycroft is unlikely now or in the furure to sanction

~=e new services that take passengers from the corporations..

The board had assumed that competition was the whole
purpose of the Act. It recommended the licensing of Cunard
Eagle in the knowledge that the new service would take
passengers from BOAC as well as from other airlines, but
considered the advantages outweighed any loss. It is not
sufficient to argue, as Mr Thorneycroft has argued, that
Cunard Eagle could not offer anything to passengers that they-
could nor get from BOAC because *“ all the carriers are offering’
the same level of fares and basic standards of service to the
public.” There is, first, nothing immutable about the present
ratio in which traffic is divided between BOAC and the
American airlines operating into London. The airlines have
taken enough passengers from Cunard’s ships for this company
to fesl it is time for a quid pro quo. And might it not be just
possible that passengers would like the option t choose to
fly on a Cunard-owned airline, or that the company might
actually have something to contribute from its shipping
experience to the greater comfort, expedition, acceptability
and economy of air travel ?

MR THORNEYCROFT’s reasons are just not good enough.
What Cunard Eagle has to offer lies not in the outward
trimmings that differentiate one airline in the minds of:
passengers from another, but in that precious commodity,
competition, even in this, the most highly-cartelised indusu‘y‘i
in the world. When airlines have to compete hard for
passengers, then they cut fares. The pressure to lower fares:
comes from those airlines that must fill their seats if they are to:
stay in business, because they cannot fall back on a goverm‘;ﬁ
ment subsidy. Airlines that appreciate that empty seats can;g
sometimes be filled only by lowering prices to tap a Widerff’
market are willing to nag, prod and push the great complacenti
mass (with one or two honourable exceptions) of prorecred;
nationalised, subsidised airlines to agree to fare cuts, even 1£
these have to be common to all competitors. ’ 3

Starry-eyed idealists, among which it.is now perhaps neces?’
sary to number the members of the Air Transport Licensingd
Board, thought that 2 modest form of competitive stimulysg
was what the Government had in mind when it passed tha ;
new Act. Others, like the board of the Cunard Steam-shx“
Company, which rejected a sizeable Government subsid ;

build the futile Q3 in order to invest as much as. Lo milly
out of its own funds in new aircraft, thought they were bein

offered a chance to pull out of a declining form of transpogs

and re-invest in an expanding one. H i
. How wron
all were. : : 1 seems,
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Many-Sided Sugar

scheme of co-operation between producers and con-

sumers of sugar was launched. It was not exactly a
new venture. The world monetary and economic conference
of 1933 had drawn the blueprint, and the keel was laid in
1937 when 22 countries then controlling three-quarters of
world trade in sugar ratified an international scheme to
regulate its production and marketing. Since the agreement
freed any contracting government that became involved in
hostilities (most of them qualified all too soon) the 1937 pro-
ject was brought to a standstill. Its basic principles were
revived and launched in the 1953 agreement. Skilful piloting
brought it safely through some awful storms, but it needed
its refit in 1958, and now it has all but foundered. The
United States (largest importer) and Cuba (biggest exporter)
have quarrelled. A meeting in Geneva carly next month will
decide whether the international agreement will be abandoned
as a result of it.

Despite all the troubles with surpluses in the 'thirties, world
production of sugar quadrupled between rgoo and the out-
break of the second world war. But since the war, the growth
in sugar consumption has been greater than in any other period
and faster than the growth in any other important foodstuff.
What could have been more conducive to the attainment of
the international sugar council’s chief aims—to maintain stable
and equitable prices, to improve living standards in producing
and consuming countries and to foster international co-
operation ? In fact, despite the paraphernalia of export ton-
nages and quotas linked to market prices, the free market in
sugar has been anything but stable. The price has fallen more
than £5 a ton this year to £22 a ton in London, the lowest
point since the war. No producer calls this fair.

In 1954, before the agreement was two months old, sugar
dropped through the ¢ floor ™ price of 3} cents a lb. and the
maximum restriction of exports under the scheme was soon in
force. The Sugar Council was extricated from that difficulty
by an unexpected increase in demand by communist countries
rather than by the checks and balances of the international
agreement. Before its first five-year

ON(:E upon a time, only eight years ago, an international

under the international scheme are patently as much of a
liability as an asset.  If a stabilisation scheme ag broadly bascé
as the sugar agreement, which nominally embraces most‘ of
the world including communist countries, comes to griéf 50
easily, what hope is there for agreements whose environme;lt
is even less favourable ?

Sugar has enjoyed an annual rise in consumption per head
of about 2 per cent, plus the growth in world population of
more than one per cent a year in this century.
underdeveloped and tropical countries, even though abun-
dantly supplied with fruit and vegetables, increase their
consumption noticeably as their living standards improve. If
they increased their consumption even towards the 10;) b
a head in many developed countries (China is said to avery re
about 5 lb a head a year), an enormeus rise in productign
would be necessary.

Some claim that sugar has a potential market in industrial
uses, such as plastics, detergents and emulsifiers, that might
come to match its use for food. In plastics, sugar has been
outdone by petrochemicals, but its application in other fields
still subject to experiment, could make great strides. On UI\f
Food and Agriculture Organisation projections consumption of
centrifugal sugar could rise from 48 million metric tons in
1960 to 57 million tons in 1965 and 67 million tong in 1970
This is impressive in all conscience. But the fact that d<7)°é
not square with it is that an experiment in internation;l
co-operation in sugar is now accompanied b
the free market.

The international sugar agreement has, indeed experienced
all the troubles that beset such schemes: stock; have Snce
times seemed too large, sometimes too small ; in the past(:'xme-
members have increased their exports to the regulated markon:
quotas have sometimes been exceeded ; and the free m (;(t:
has always been one jump ahead of moves belateq) m dar .
the Sugar Council. A major difficulty hag been zre i ; Rl
sugar beet production in consuming countries, Ip e b‘
UnitledlKingdom produced no home-grown sugar -92(,%@\
regularly tops 750,000 tons a ’ .

gularly tops 750, year now. European Production

People in

¥y a shrinking of

period had run out, prices had soared
to 62 cents a Ib, 23 cents higher than | so e~
the top step of the Sugar Council’s
export escalator ; Japan, one of the
biggest purchasers of sugar on the free | 40
market, was understandably dissatis-
fied with the council’s unsuccessful
efforts to bring prices back within its | 30}
“range.”

20
THOUGH it has not given full pro-
tection either to consumers or to i
producers, the sugar agreement has 10 §--
some friends (as distinct from partici- ¥ London free
pants) not least among producers. morket
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granting quotas to suppliers to fill its estimated import require-
ments also has a political bias ; producers like the Dominican
Republic which find themselves out of favour with the
American authorities can expect unfavourable treatment.
Cuba lost all its quota of three million tons to the United
States, setting in motion the events that have all but extin-
guished the international agreement.

The United Kingdom with its concern for colonial posses-
sions—the British West Indies. Guiana, Honduras, East Africa,
Fiji and Mauritius—has in recent years reserved its market
principally for Commonwealth suppliers. In 1913, they
provided only 4 per cent of Britain’s sugar needs. Helped
by increased tariff preferences granted after 1931 and the co-
operation of refiners in this country, they raised this proportion
to more than 50 per cent in the ‘thirties. Last year Britain
imported 1,600,000 tons of sugar from the Commonwealth
and only 600,000 tons from foreign sources. Under the
Commonwealth sugar agreement, suppliers get more than
£45 a ton for their basic exports to Britain this year. The
present contrast between these ““ negotiated ” prices, which
are supposed to be based mainly on costs of production, and
prices in the free market certainly goes as far as is reasonable
towards fostering sugar production in these countries. A
stroke of political compromise has given South Africa, which
was recently excluded from the “ rights and obligations ™ of
this agreement, a sort of associate membership of the Common-
wealth sugar block, at £353 a ton.
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Leaving aside less important pacts, the other main importing
block today is formed by the communist countries, which have
hastened to support Cuban sugar. Cuba claims to have an
assured outlet in these countries for 5 million tons of sugar a
year on terms that suggest in hard western cash something
considerably above the free market price. Cuba thus claims
to have found new outlets for sugar that entitle it to an export
quota under the international agreement of about 7 million
tons. That would be larger than the combined export quotas
of all producer members last year. The irony that Cuba may
not be able to continue to fill such a large quota only under-
lines a basic difficulty of the international agreement. So
many participants get favoured treatment in other markets
that their incentive to make it function properly is diminished.
Some of the communist countries of Eastern Europe, in fact,
would have most to lose should the international scheme lapse..
They are among the few exporters who do not enjoy a sheltered
market somewhere, and imports of Cuban sugar into the
communist black will only add to their troubles.

It never looked as though Britain and the United States
would sink their special import arrangements in an inter-
national scheme. To that extent * international ” is a flag
of convenience under which the United Nations’ scheme sails.
The result has been to sap the strength of the international
agreement and leave it without adequate means to deal with
the inevitable stresses in any international attempt to stabilise
commodity prices.
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THE EXCHANGES

A Puzzling Week

("

HERLOCK HOLMES would have found this
q a puzzling week in the exchange mar-
=, While the crack in Britain’s pay pause
aused~-an immediate setback  on  the
London stock market, it has had no visible
impact on the sterling exchange—which has
also been seemingly unaffected by renewed
talk about Rexible exchange rates. Spot ster-
ling has been in continuous demand and
the rate has stayed above $2.81%, while
security sterling has stayed above $2.81. It
is true that sterling is being propped up
by the suspicions now being cast on the dol-
lar, but herein lies the second mystery of
what did not happen this week. While the
exchange markets have continued to talk
the dollar down, their distrust has not been
indicated in the gold markets. The London

in Europe comes.

the constant bartle beiween officials and
smugglers, and the latest movement is
reported to have been caused by the arrest
of two Arabs on Hong Kong airport. Of
more significance to the gold markets of the
west this week have been the national holi-
days in Beirut and Vientiane, two centres
from which a good deal of demand for gold
Berlin, despite its second
wall, may look less worrying ; and some
sizeable offerings of gold have been made in
Zurich—from whar source is not clear. It
remains mystifying why, at a time when
financial operators find bad things to say
abour the dollar, the pound and the mark
all at once, they appear to have fost interest
in gold. They have not, presumably, been
converted overnight to Triffinism, The

like the “‘significant” discount fore-
shadowed in the budget than the 3 per cent
that has prevailed hitherto.

One of the few currencies that enjoys the
luxury of bullish talk nowadays is the
Spanish peseta: this week there has been
a report that a mission from the World Bank
has recommended revaluation, from 60 to
50 pesetas to the dollar. The report caussd
no marked response in the London market;
where the peseta was quoted on Wednesday
only a shade above its parity of 168 to the
pound. Spain’s gold and exchange reserves:
have risen sttongly—at the end of Septem-
ber they were nearly $8oo' million, having .
been built up from virtually nothing at the
time of the exchange reform in mid-1959 ;-
but there is no reason 1o believe that the
Spanish authorities are anxious to impose
a brake on economic expansion so soon aftes
they have got it started, : o

arket has indeed had an unusually quiet

ek, and in the absence of buying interest
the price has fallen perceptibly below the
level of just under $35.20 an ounce at which
it was previously being held down by the
Bank of England. On Wednesday the price
was quoted at $35.174-19 and on Thursday
the fixing was at $35.153. The simul-
rapeous rise in the gold price in Hong Kong
has no general significance ; the market
there is dominated by the ebb and flow of

exchange authorities in the United States
and Britain may well say: for such relief,

much thanks. They would be unwise to’

draw more comfort than that.

The sharpest movement on the exchange
markets - this week was a sudden fall on
Tuesday in the Canadian dollar, to 96.25
against the US dollar at one point, There
has been talk that the Canadian authorities
may now be aiming to get the discount 1o

5 per cent, which would seem rather more

IN THE MARKETS

Electric Shock

EQUITY prices went smartly into reve
after the wage award by the Electricity.
Counci} last weekend ; and, after a notalle
absence, daily price falls returned to thé:
gilt-edged market. ‘In the previous week thé
matkets had been confused, though not orf
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balance discouraged, by the daily succession
of specches from the Chancellor. This week
confusion has given way to sheer bewilder-
ment with the government’s hold over the
nation’s finances—while hopes of carly in-
dustrial expansion which some investors had
derived from the Chancellor's speeches have
withered somewhar in face of the two point
drop in industrial output that the Treasury
now registers for September.  More bad
news from industry, notably from English
Electric, has added to the gloom. The up-
shot has been that in the week to Wednes-
day The Economist ordinary share indicator
fell by 12.3 points to 356.6, neatly reversing
the rise of the previous week, while the
Financial Times index fell below 300 again.
In gilt-edged, price falls were limited to
L or so on the first three days of this week,
but on Thursday they ranged up to }ii. Buy-
ing has come to a sudden stop, so that the
steady strecam of small selling by trustees
that has been going on ever since August
has been left to make its mark. There has
also been a change of mood in the discount
market, which is no longer counting on an
early further reduction in Bank rate and is
consequently less enamoured of short bonds.

The Prime Minister’s effort to plaster
over the crack by speaking for Mr Lloyd in
the House of Commons on Tuesday gave
little cheer to the City, and drew some
cynical comments. It is possible to argue
that this whole episode may in the end make
the government more determined to hold
firm on the big claims, and specifically that
it increases the likelihood of a railway strike.
But this is hardly a consolation to the
holder of ordinary shares. On the opposite
view, that the floodgates are now open, and
that sterling will not be able to withstand
another major assault on $2.80, the prospect
for equities, on the long view, may not be
unfavourable—though gilt-edged, at least
in the short run, would obviously be vulner-
able. All this is sheer conjecture, but it is to
conjecture that the market has again been
thrown by the government’s electrical
failure.

MOTORS

A Glimpse of Recovery

OCTOBER was another depressed month
so far as the production and home
sales of the motor industry were con-
cerned ; but it saw the first significant rise
in exports since they began to fall in June
1960. Car output was only 18,843 a week,
18 per cent below that of October 1960 and
six per cent down on last September. Much
of the fall since September results from the
effects on the British Motor Corporation’s
output of the changes to its range, and of
some shortages of bought-out parts needed
for the new models. Undesirable though
this loss of output may be, with the con-
sequence of delivery delays for the new
models, it does help BMC dealers clear their
stocks of the old models without the necd
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for special discounts. Amongst the other
makers, Rootes made no cars last month,
against a few in September, but the
increase In Vauxhall’s output of the new
Victor seems to have roughly balanced this
loss. Rootes has managed to start making
cars again this month, but its output is
only about a 1,000 cars a weck—around a
quarter of capacity—with 5,200 of its men
at Coventry working one or two weeks out
of three.  Ford and Standard-Triumph
International report that their  output
showed little change from September to
October.

Home sales in October continued at the
depressed  level of September.  Only
43,333 were registered, the lowest figure for
October since 1957. This represents an
annual rate of about 500,000 cars, compared
with the 750,000 or so that will be sold this
year and the 800,000 that were sold in 1960.
The industry feels that these sales are too
bad to last. Once Mr Lloyd begins to
relax, it hopes that the buyers who are now
holding off will return en masse, taking it
back to boom conditicns again. There is
certainly no less reason now than there was
at the Motor Show for believing that 1962
will be potentially a good year for the in-
dustry, though the immediate prospect is
that sales will drift rather lower as the
end of the year approaches.

The rise in exports resulted from an
increase in shipments to the United States,
already heralded by the industry—though
only 1,600 more were shippsd—and to
Europe. Here the opening up of markets
in France and Italy, since quotas were
enlarged or abolished, remains a more sig-
nificant factor than any increas: in sales
to established markets. Exports of com-
mercial vehicles also rose—by 10 per cent
over September and more than 25 per cent
over October last year. But production fell
slightly ; demand for trucks on the home
market is beginning to decline.

BANK CREDIT
Selwyn’s Saver?

THE City started talking on Wednesday
of a possible increase in special deposits.
This, it was thought, might be scen as a
convenient way for the government 1o coun-
ter the impression that its financial policy
is softening. The idea fires the imagination.
One can see the Chancellor holding inflation
at bay, a latter-day Marshal Foch: “ My
wage policy is punctured, my Bank,rate'ls
eroded, my planning council doesn’t exist
—but by raising special deposits to 4 per
cent, jattaque!” _

The clearing bankers have indecd felt
anxieties for some time that their very suc-
cess in cutting advances and raising liquidity
this autumn might induce the authorities to
remove this surplus liquidity by another call
to special deposits. It is the essence of this
weapon of policy, and thereby its major
defect, that it arbitrarily upsets the bankers
normal basis of reckoning. Thus none of
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them at present can be sure whether, with
this contingent - threat hanging overhead
their liquidity is adequate or not. In “\L:
four weeks to mid-November, net advances
by the ¢learing banks declined by a further
£19 million (despite a temporary rise of £

million to State boards) and the \Scottis‘ﬁ
banks reduced their advances by £3 million
This marks a further slowing ‘down in the
pace of decline—in August and Scptcmbc;
advances were falling at over £ 100 millio

a month—but this was to be expected ang
it is notable that the decline has not ,b ¢

reversed.  The banks added a further ,(% 12
million to their gilt-edged portfolios, follow-
ing the increage of £49 million in ’thc re-
vious month, which marked the firgt rcch;:al

THE BANK STATEMENTS
November 15, [96)

£ o Change on
Lorgon Cicaring Banks:— e Month Year
ross deposits . ..., .. 7
Net deposits* . . ..., ., 633: i_ :; M :él
Liquid Assets 2.585 304/07 o
Cash........ .. 0 P A
Call money........ 686 9.2 147 +121
Treasury bills .., .., 1045 140 —¢
Other bills and + 33
“liquid ' credits 249 3.
Special depasits ..., .. 221 3(3) j— 3 i';g
Risk Assets :
Gilt-edged ........ 1.00¢ :
Other market invest- 14 Hie —ise
ments ........., 2 - _-
Advances*......... 3,230 4‘553 —l") -
(to State Boards) 72 +9 - |;_
Sc%tish Banks 1—
ross deposits ....... 829
Investmentst......... 240 252 N 2
Advances*t... 1.0 24374 13 7%
(to State Boards) 1o + 1 +e

* Excluding all transit items except ratj
to deposits; all ratios of gross deposits,
of gross deposits and notes. ’

o of advances
t Ratios are

of the long liquidation of these ings
A§ !iquid assets fell in Novc;:bcrh(t))ldlzgz
million, the upshot was that the Jj }ind'l
ratio fell a little from itg high ey
of 35.0 per cent to 34.7 per cent.
This would still normalt ed o
comfprtable for this time gf t;:al;cgagtc]i; d}:’m
year is not normal. Apart from ihe 5 ot 'lﬁ
deposits threat, the banks alsg face thg ow
sibility of an exceptionally heavy ingos-
into the Exchequer, which would be needoz
if the final budget surplus were to attai ;
Aprll a_nd July estimates. [t is quiten -
sible, in fact, that the slowing do pos-
§pend1ng and the at least momentar N
in wage and salary increases may erg(di:'at‘lisc
surplus. In the last two months ho; "
the Exchequer deficit has been re‘ifr’
smaller than a year before, and in Nov atbcr
this contributed to an actual decline in the
banks’ liquid assets, The other inﬁlign::}::

’

flow of foreign funds 1o

; : h local authorit
(which, unlike an inflow uthorities
involves a net drain Onn:;lz'lgisgléry bills,

finance the purchase of quer to
exchange). The prospect bothtgfr tlflorel‘gn
edged market and for the moyerns. gilt-
foreign funds is now quite ement of

. u N
therefore, is the prospects forn§;i¥ : qalr;l(cil ist;’

October leyol ‘
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TRANSPORT

Rates for the New Job

I F this government were setting up a new
nationalised industry today—which by
nature it wouldn’t—it would no doubt apply
today’s rates of interest for such bodies, say
6 par cent or more, to the new industry’s
capital. In the Transport Bill that had its
sccond reading in the Commons this week,
the government is chopping up an old
nationalised industry, and putting the pieces
under five new public corporations, four
of them operating enterprises and the fifih
a holding company. What rate of interest
ought these to pay ?

Formally, this bill will extinguish thz
debts of the moribund Transporr Commis~
sion, and transfer the whole obligation to
pay interest on British Transport Stock to
the Treasury, which was already guarantee-
ing the interest on this nationalisation stock
and in recent years has often had to pay vir-
tually all of it. The £2,450 million of debt
accumulated by the commission on account
of capital assets and past revenue deficits,
consisted of various tranches of British
Transport Stock and later of Exchequer
advances, issued at different dates, on which
it was liable to pay a variety of rates
of interest. The book value at the end of
December last year was /1,931 million and
the commission was liable for interest of
£64 million on this, so that the average rate
of interest right across its assets was under
four per cent. And it is the same sort of
averaged rate—which remains to be worked
out as the whole grab bag of assets is sorted
out between the different new pieces of
transport—that the new corporations will
have to pay. If the Treasury were to insist
on today’s going rate to all the initial capital
of the new corporations, it would simply

arantee that for the next five years it had

“#lend the railways and the canals perhaps

10 miisfon a year more. The rate for the
railways, on which the great bulk of trans-
port capita} investment has been expended
since the war, may be higher than for some
of the other corporations because by the time
its investment was stepped up interest rates
had risen too. On about £900 million of
« ljve » capital, plus £300 million of super-
annuation and savings accounts, the new
Railways Board would be liable to pay £65
million in annual interest charges, or an
average of just over 5 per cent; but these
estimates are only approximate.

Protection for the
Coasters?

uE threat of stronger competition from
T the railways for the traffic now carried
by coastal shipping that is implicit in the
Transport Bill stirred up more opposition
jn the Comnions than any other. spe_c:ﬁc pro-
yision. Under existing legislation, the
coastal shipowners can go to the Transport

Continued on page 826
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How it Looked at the Time

osT comment upon the month-to-

month behaviour of the cconomy as
a whole is of necessity rationalisation in the
tranquillity of hindsight ; and many of the
explanations of what appears to have
happenced look pretty good until the next
time the figures are revised. The degree of
revision that has been applied, in succeed-
ing months, to the last few months of the
index of industrial production in the British
economy this year have successively altered
the state of knowledge about production in
Britain to a degree that may give even his
critics some sympathy with the Chancellor
of the Exchequer, who has to trim the
economy to what this among other meters
on his economic instrument board shows.
The outside commentator, looking at ths
up-to-date news after one month or two
or three, can indulge in short-lived self-
denying ordinances against over-glib explan-
ation. The Chancellor is often less able to
avoid trying to correct what may not have
happened. Time and hot money wait for
no man.

No explanation will therefore be offered
in these columns of the latest indications of
the production indices, which suggest that
instead of remaining level, output in August
according to the latest accumulation of data
was going down, and went down another
two points in September. The indications
would indeed fit in with the fragmentary
data on output of motor cars, durables, and
steel that are available before the index for
the whole of production. It would be a pos-
sible if simpliste explanation of the course
of production as now recorded that the
Chancellor’s July measures of restraint on
demand had an immediate and striking
effect on industrial activity. But even if
one trusted these latest figures more than
the last lot, that would assume a very short
pipeline between sales and the scheduling
of production. If these figures turn out
right, they suggest that various elements
were woderating internal demand well
before the Chancellor felt it necessary to
curb it, which indeed has been suggested
here before now on the evidence of

Industriol production seasonally adjusted

The state of knowledge
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other indicators (also liable to revision).

Even as now revised, the trend of pro-
duction in Britain since the beginning of
the year looks to be at least as expansionary
as in the common market as a whole or in
Western Germany, its most important com-
ponent economically. Between January and
August the index of output in Germany,
seasonally adjusted, actually showed a de-
cline, though having passed higher levels
in the interim ; in Britain it rose from 120
in January to 122 in September (1954=
100). Excess demand for labour, again,
appears for the moment much stronger in
Germany, where though unemployment is
down to only 0.5 per cent of the estimated
number of employees, the number of un-
filled vacancies, even allowing for seasonal
factors, is nearly three times the number
unemployed and the flow of labour from
East Germany has been checked. In Britain
by mid-November the number unemployeci
had risen to 1.7 per cent of the estimated
number of employees ; and this number
seasonally adjusted, exceeds the number 0%
vacant jobs here.
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Tribunal if they think that the railways are
charging, or offering to charge, a rare that
they either consider will put them at an
untair disadvantage or theyv believe to be

uncconomic.  In giving the railways more
freedom to set their rates as they think
best, these safeguards for the shipowners
will go. They will only be able to com-
plain to the Minister of Transport post
hoc if they suspect the railways of carrying
competitive goods at uneconomic rates ; and
if the minister finds on enquiry thar the
railways are, he can order them to charge
more.  But there is no protection against an
alternative form of competition—possible
over-charging by the railways for goods
transported to and from the docks, which
could put up the total transport cost of
movement mainly by sea. Most coal goes
from the mines to the ships by rail, and
coal accounts for more than 70 per cent of
the cargo the coasters still carry.

Mr Marples told the Commons on Mon-
day that he would arrange talks between
‘he railways and the shipowners to sec how
‘his sort of discriminatory pricing could be
wvoided. But the supporters of coastal
shipping in the House were not satisfied,
though only one, Dame Irene Ward, went
so far as to vote against the bill. They
irgued that the right to appeal to the minis-
ter if the railways undercut the coasters
anfairly would be an inadequate protection.
Nothing could be done until the traffic
iffected had been lost, and it might be
iifficult to recover it. The shipowners want
he present protection against * unfair com-
setition ”* to continue. But they add that
t is not being effectively enforced ; the
ailways are managing to undercut thc
pasters, so that traffic is being diverted
from ships to trains. Only last March the
General Council of British Shipping asked
the Government to give the coasters better
rotection against “ unfair compztition ”
from rail and road—both of which, ship-
owners like 1o arguc, get some help from

the Government.

i not resp0nd
e ¢ did :
The Goummleder strong prestsﬁlre to
| en
ltli;g during the d;::att}tlts (;I;n the o e:;
The sready decline e aeters in
the
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use over the last four years seems likely
to continue, however, whatever the Govern-
ment may do. Much of the fall is simply
the vesult of the switch from coal o oil--
and next to natural gas—for alicrnative
power in southern England, which has tradi-
tionally gor much of its coal by sca. The
shipowners hope that the common market

may increase trade across the Channel and

the North Sea. But only if they get pro-
tection, theyv say, will they feel sccure
cnough to replace their present antique ships
with modern vessels that could compete
with those of the Dutch and Germans for
this trade.

STOCK JOBBERS

Capital Needs

ENI)ON‘S jobbing system may nor be
perfect but it makes the important
distinction between jobbing principals and
broking agents.  Any smoothly working
jobbing system has two essential needs:
first, a sufficient number of jobbers com-
peting for business; secondly, sufficient
jobbers’ capital to enable them to accept the
risk of being “ long ™ or “short ™ of stock.
Income taxes and death duties have steadily
eroded the volume of jobbers’ capital
serving the London marker. As a result,
small jobbers have become more and more
reluctant to leave their books unbalanced
for any length of time while the big ones
in the gilt-edged market, even with the loan
facilities open to them, have become in-
creasingly dependent on the actions of the
government broker. Since 1939, the
number of jobbing firms has fallen from
324 to 89 and the number of jobbing
partners from 1,123 to 520 ; and business,
not least in the industrial market, has fallen
more and more into the hands of the big
jobbing firms.

While a special committee appointed by
the Stock Exchange council could not see
how or why this process should be arrested,
it had some sympathy with the argument
that in view of the increase in business the
jobbers needed access to more capital. This
committee has now circulated its report to
the jobbers for their comments. In it, the
committee mentions two suggestions that it
thinks impracticable and not in the best
interests of the stock exchange: first, that
jobbing firms should be allowed to take in

outsiders as non-member limited partners ;

secondly, that the partners of jobbing_ﬁrrps
should be allowed to form compames in
which the partners themselves bore all the
risks of * unlimited liability but in which
other sharsholders would have only limited
liability. The committee looked with more
favour on three other proposals, so long as
these were strictly controlled by the
council :

(1) That jobbers should be allowed to

accept loan capital carrying interest that

varied with the profits.
(2) That jobbing firms should be allowed

to take in general partners (with unlimited

liability) from outside. .
(3) That the restriction of the number of
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IHCIanI'S in a corpora
v : ‘orate member company
“lo twenty should be abolished, e
! 3;tctgn11111ttcc recognised that the imple-
1‘»;(11 att(x)oxl}, olf [SLtld} prgposals as these would
2 cneht the big firms, 1o
d ) ) Sy to save the
EL‘Z}xL:g]tgrln; frgm getting smaller, but to
Ahcr thcejoglbnclsc (;f further small firmg,
IS Dave considered i
‘ \¢_Jodbers  ha S this
rgpgr[, somcthmg_ 1s likely to be done 1o
cna le them to reinforce thei; capital. The
cgmmlttcc could not rule on the sugg.cstim:
that tax on jobbors’ degl; ‘
s’ dealing profits sh
at ! ‘ $ should
bg ﬁvcrallgcd over three yearly periods ; but
0 t}é()usy any tax reform that alloweci the
Jobbers to oftset losses in a bad year against
gams in a good year would help. ‘

TELEVISION
T ———————

Getting Back to Normal

TE_LEVISION sct-makers are slowly work
. mg”back o something approachj .
normal ™ conditions, but at 4 significa l;g
lower level of trade than that to whichmhy
industry has been accustomed. Deliy ;i c
of sets from the factories to the s}clrlc§
during September, the best month this ?ps
numbered 160,000, only about halfyu;)r’
number that the factorjes were sendin bt
two  years ago when television wasg ‘ilﬁ
boomirg.  Since thep the market shl 3
rcacheq saturation and the bulk of f as.
sales will come from whatever re lacclmer
demand yhe industry can managcpto i
late. It is questionable how many retS t'llmu~-
or even manufacturers, yet apprccciatal hay
selling a new television set to a mac it
alrf:ady.has an old one calls for oo
quite different to those used to sxﬁethOds
toa buyey who has never owned one b fore
Tradg lplght be brisker if more died elore.
As it is, the number of receivers tha{t h
been sent to the shops in the first ine
months of this year are 42 per cent bmne
Fhe numbers that the factories were shi el_ow
in the boom year of 1959, and 17 elppmg
belqw la_st year’s levels when the sllf)mr g
sctting 1. The reason for think; P.,m_\
these relatively gloomy figures g oy DAt
improvement in the industry’s heéltgliu 1f n
the fact that they are deliverieg mad oo
stockr_opms no longer Crammed fr ¢ from
to ceiling with obsolete receiverom floor
industry began the year with g il
%ets ﬁn stock, representin a yc-;’smllhon
th)g sé foetrll:: of September it had recft?}:ifj.
hase to th manageable figure of 22
athough how many of thege pareeo2000,
obsolete designs cap only be guessp zlescnted
industry has Managed to unloaq ii e
by the kird of price cygg that it s ddocks
remember: the people wh e s to

; 0
gained most from thijs have ltl,:zg Pﬁ0bably
vision rental companies, which ha\t'ecttile-
aKen

large numbers of
- old 19
off manufacturers® hands7 nch screen sets

OVERSEAS TRADE
Christmag Fare?
HOUGH in the abge ; N
T sgndgl!y adjusted ﬁ;&:eso ffol;el'l able sea.
commodities the Board qf Trade i;n:iwu{
2 losg

1961

b
"

TiIE BECONOMIST NOVEMBIER
A MERCHANT BANK AT WORK

Financial Advisers

Since the last war, leading companies have made increasing use of the services
of merchant banks as advisers in the broader affairs of company
policy. By reason of our long experience, we are able to give
valuable help in matters such as company reconstruction
and amalgamations, financial reorganisation, and
. ! the raising of new funds whether by way of
. ” o~ capital or by short or long term borrowing.
Conversely, companies can benefit by consulting
us on the most profitable and suitable employ~
ment of temporary funds which are surplus to
their immediate requirements. We have under
one roof experts on all aspects of company finance,
who can be called upon at short notice to advise
on a wide variety of problems, not least those
which the existence of the Common Market
may bring. It is our tradition to maintain close
personal relationships with our customers on a
principal-to-principal basis and we welcome
enquiries on any financial question.

M. SAMUEL & CO. LIMITED

Serving Industry and Conunerce
ESTABLISHED 1831
SHELL HOUSE 55 BISHOPSGATE LONDON EC2
Yelephone : London Wall 1501

1 T D A

A scotch whisky of
rare importance

Famous Grouse Brand Scotch Whisky has been
distilled, matured and blended in Scotland by suc-
ceeding generations of the Gloag family since 1800.
" Unmistakably a distinguished whisky, understand-
ably rare.

In case of difficulty about supplies, please write to us at the
address below.

FAMOUS

-

MATTHEW GLOAG & SON LTD., PERTH, SCOTLAND
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of agricultural equipment and office machin-

: ; higher than a year carlier. Because of the
ery, including computers. But after seasonal

v explain the recent upturn in imports, the g
paruial failure of Britain’s apple crop, im-

BRITISK 11 figures for trade in October shed some

INDUSTRIAL 3ht on the sudden and disappainting jump adjustment, the Board of Trade thinks they ports of apples rose sharply and were
PLASTIES - + imports last month, The actual rise were again lower than the peak reached in £500,000 higher than a vear earlier. Imports
LiniTeED e valoe of imports botween Seprember August, and showed no measurable change  of pears were £250,000 higher, and imports

from their level in Seprember,

The increase in imports s oo general to
be explained by a temporary leap in im-
ports of a few imporiant items. That was
the main hope when the preliminary trade
figures were published last week. But where
there have been large increases i the
volume of imports, the risc is not entirely
unexpected, or  necessarily  damaging.
Among foodstuffs, imports of nuts rose
sharply in October and were £400,000

of all kinds of preserved fruit were [1
million larger. Tobacco imports in October
mereased very steeply; their value rose
£7% million to £24 million compared with
£22.2 million in 1960.

Among basic materials, the chicf rises in
October to above the level of 1960 occurred
in wool, cotton and other textile fibres.
Stocks, particularly of wool, had been run
down because of the previous low level of
imports and a recovery was overdue. In

W October was £35 million, which ad-
wted for seasonal variations, the Board of
vade reckoned 1o have beew equivalent to

trueincrease of  £18 milbon. Tuch
nainly petroleum products) accounted for
6 million of this rise and basic materials
it a further £6 million. Food beverages
1 1obacco and semi-finished manufactures
ich accounted for £3 million of the rise.
nports of finished manufactures mcreased
i value, partly as a result of larger imports

WOULD IT BE BETTER IN PLASTIC?

Is the brick obsolete ? No, never! Bricks built the Tower of Babel, and brickwork today is both
fine-looking and functional. But how about plastic bricks? Wouldn't they be lighter on the hod,
cleanes in the smog, even (dare we suggest) more durable? '

it's happening already, of course. Not actual bricks (let's !ea\{e them‘ alone); but in many other
materials produced for the building industry plastics are proving their value, as sheets, blocks,

coatings or infill foam.

British Industrial Plastics are keen fo deve , e metic moulds

builders will be interested in a glassfibre streetlamp column, .
and shuttering lor pre-stressedgconcrete work, and the admirable structural 60 0/‘/445'(6/_;'/
sheeting we make ourselves (thisis an advertisement) called FILON.‘But every . w
kind of manufacturer, in this age of prefabrication, will find a fountain ot fresh
thought at BIP: we have a staff to advise you (without charge) and another
unit to help you design products (also free). We claim to know about these
things because we process the raw material, puild the press and tool plant
and make our own range of products.
PLEASE GIVE US A PROD. We're out to helpy
if you'll tell us specifically what's WOITYing you.
to be worrying you. ls it good enough to boast: "Qur cast-
in 1862, still going strong, what's wrong with cast iron?”

lop these new materials. What sort of thing? Architects ang

BETER
MASHCS!’I"

ou, but our minds work faster
Or perhaps something ought
iron mangle, made

$TRiAL PLASTICS LWTED, OLOBURY, BIRMINGHAM

BRITISH INDU A membes of the Turner & Newalt Group

STELL SHARES

Expecting the Worst

NVESTORS, for months past, have been
I taking an increasingly bearish view of
wteel shares and since April the Financial
Thnes index of steel shares has fallen by
as much as a third. This is not sur-
prising given the progressively gloomier
statements on  steel outpur and  steel
stocks from the Iron and Steel Board.
Up to March, stocks held by both
users and merchants were stll being
built up, though at a much slower rawe
than in any quarter of 1960. But by
March the rurnround in stocks had begun
and in the second quarter of this year steel
production fcll by two per cent. With
steel users now prepared to hold much
wmaller stocks, production in the third
quarter fell by 14 per cent. October’s
weekly output was about 23 per cent
below last year’s peak level, but part of
this decline was due to the strike at the
Steel Company of Wales.

However remote the possibility of the
repationalisation of the steel industry may

“Re, it cannot be ignored and this inhibits
ipvestors  from  basing  their  decisions
Cxciusivcly on long-term prospects and
.y to think in terms of the short-

forces the X e sl
cun outloak.  Their fears on this score

Dividend N Yierd
Earnings Nz rice je
19ie. 1960~ 1959 Nov.23, per
1960 19617 1960 1961  cent
58 16

....... 92| 49/, 645
33’:3’3 Long . .. 280 20 16 24/6 2:;2
Firth Brown. .. . 40-6 35 129, 38/3 3
rh Brown ol a3e 35 1 318 6
g‘um Ourham ...... 495 38 32 23/~ g
sfee«Ca. of Wales. . .. 4;»1. 33 l%l, ggﬁml 3-14
Stevacs and Hords - B9 3% 13 ai0n 700
a‘nrir:TdeStehe’l‘ : 30 12-3t38/6 639

+ Brokers estimate. 1 Indicated dividand.

have been underlined in a review of steel
shares by a leading firm of _London
brokers, which argues that this is not a
good moment 10 add to any stake in steel
cquities. Indeed, this firm of brokf;rs
helicves that some of the stee} companies
may be forced to seduce their dividends
in the rapidly approaching season of
profit and dividend announcements gnd
that it will take 2 much stronger revival
of industrial activity next summer than

seems likely at the moment for the com-
panies 1o repeat in 1961-62 cven the poor
results for 1960-61 that they will be
announcing in the next two or three weeks.

The steel industry is continuing 1o
spend heavily on capital account, but one
indication of the change in its views on
the medium-term ounxfook has already
been given by the scaling down of some
of the development plans (notably by
United Steel at Appleby-Frodingham).
But the commitment is so big that the
steel companies have had to retain a
much higher proportion of earnings than
is usual elsewhere in the cconomy and
a sharp fall in profits, the brokers suggest,

could mean some reductions in dividends

unless more capital plans are put into
cald storage. John Summers and Dor-
man Long, they say, are the most vulner-
able in this respect.

HE directors of Tube Investments and
Guest Keen and Nentlefolds have
already referred to the inadequacy of the
price increase of one per cent granted to
the industry by the Iron and Steel Board
in June following the imposition of a tax
on fuel oil in the budget, and it is clear
that the spokesmen of the steel com-
panies will add to the chorus of complaint
gbout the narrowness of profit margins.
The board’s steel price structure is based
upon an assumed operating raic of 9o per
cent of capacity, but the heavy drawing
on stocks in the past few months has been
reflected in the reduction of this rate to
about 77 per cent. Further substantial
reductions in stocks in the fourth quarter
of 1961 seem certain, but some steel-
makers are hoping—perhaps optimistic-
ally—that by then the major steel users
will have reduced stocks to what they will
regard as adequate levels.

If the steelmakers’ optimism is mis-
placed it is improbable that steel output
in 1962 will reach this year’s level, which
in any case is likely to fall short of the
original estimate of 24 million tons. On

the other hand, the prospects for exports
which take about 40 per cent of all steel
supplies seem brighter. About one-half
of the industry’s output depends on gross
capital formation (including stocks angd
wark in progress) and until demand in the
economy is more buoyant steel consump-
tion s not expected to show much im-
provement. But capacity continues to
rise and it should amount to sbout 28
miflion tons by the end of next year.

In all, it is not surprising that investors
have been advised not to consider steel
equities vntil the middle of 1962, when
the prospect should be clearer. By then
Britain’s future relation with the common

3 1
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200 b ]
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market may be apparent. If Brirain joins
the common market the steel industry’s
prospects could be enhanced, for Brirish
steel is still cheaper than that produced
by many of its competitors in Burope.
Buf this margin of advantage is being
whittled away, for coastal steel works in
Gerpxany and Italy are operating not only
on imported ore but on cheap imporred
coal from the United States, There are
thus doubts in all directions and this will
depress the price of steel shares in the
next few months. And even if the future

daes begin to look brighter by the middle
of next year there is no guarantee thar

this will be' refiected in a strong rally in
steel shares, for some of the steel com-
panies will have 10 raise fresh capital and
the risk of renationalisation will loom

larger in the stock marker as the nexe  §

general election draws nearer,
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semi-manufactures, the big rise in imports
between September and October was in
non-ferrous  metals,  While the  Tondon
Meta) Exchange renains open to all, part
of this Increase might be involuntary. Stocks
of lead and zine held in London Meral Es-
change  warchouses rose sharply - follow-
ing heavy sales of foreign metal here, The
rise in all imports last month o £378
mitlion—the scasonally adjusted higure was
identical—brought them up o their level in
Ocrober, 1960, Scasonally adjusted exports
rose 1o £311 million and the crude traed gap
widened to £55 mitlion.

VERTICAL TAKE-OFF

Carrot from Nato

m-paNiary i the closing date tor the
submission of bids 1o Nato for a

vertical take-off tighter.  As the time runs
out, the aviation industries of Britain, the
continent and the United States are con-
cluding that discretion is the better part
of competition. One after the other are
coming together to form consortiums of
various kinds for the purpose of submitting
common bids. A decade’s experience of
Nato vompetitions has left aircraft com-
panics sadder but more worldly wise.  The
object of holding the competitions is to
standardise equipment throughout the Nato
air forces ; but experience has shown that
neither the United States, nor France nor
Britain is prepared to buy designs that
originate in another country, while other
Nato members expect to be subsidised for
tooling their local factories to produce the
winning design.

The idea of international consortiums has
suggested itself to the companies as a means
of preventing this kind of deadlock from
forming yet again. Could the RAF or the
French Air Force or the USAF turn down
a fighter designed by the kind of Anglo-
Franco-Dutch - German - Belgian-American
consortium just formed by Hawker Siddeley
in this country, Breguet in France, Focke-
Wulf in Germany, Republic Aviation in
America, Fokker in Holland and two
Belgium aircraft companies? The answer
of course is *“ Yes.” Nevertheless, the same
kind of reasoning is behind carlier agree-
ments signed between Shorts in Belfast and
Lockheed in America, and other Anglo-
French, Anglo-German, Franco-German
and Dutch-American consortiums. The
companies reason that as members of a
group they stand a better chance of getting
sub-contracts than they would if they played
a lone hand. But the most important long-
term aspect of these agreements is that
although at present they are little more than
sales and licensing agreements like the
British Aircraft Corporation’s arrangement
with the French companies Sud and
Dacsault, they may eventually encourage
_companies to pool resources for the develop-
ment of major projects. And vertical take-
off is the biggest single challenge to face
aviation since the arrival of the jet.

BUSINESS NOTES

Battle Roval, Stage T'wo

e Nato competiton also carries the

battle royal between Rolls-Rovee and
Bristol Siddeley into a bigeer arena. These
two  companies  offer the only  effective
engines on the market for vertical take-oft,
but their designs incorporate two completely
different systems. The first round of the
battle went to Bristol Siddeley, when the
RAF opted for the company’s single-engine
system, in which swinging ducts blow the
jets straight down for take-off and swing
back to the normal horizontal position once
the aircraft is off the ground.  Rolls-Royee
mmmediatelv started hawking 1ts competing
multi-engine system round the international
market, keeping all the time a wary cyve on
the reactions of the RAF. The Rolis-Royee
method of vertical take-oft uses a bank of
small, short-life jets for take-ofl only, and
normal engines for normal flight. In France
the formidable Duassault company, which
works hand in glove with the nationalised
company Sud Aviation, has opted for the
Rolls-Royce system with some hope of back-
ing from the French Air Force. So hus
the American Lockheed company, in its
consortium with Shorts, which did most of
the development flying of the Rolls-Royce
system. QOther companies in Germany and
Holland, however, have chosen the Bristol-
Siddeley method and a good deal of Hawker
Siddeley’s experience 1n building for the
RAF is likely to go into the designs that
thesc companies are submitting in their
consortium with Hawker Siddeley.

The stakes for Britain are thercfore ex-
ceptionally high, and for Rolls-Royce
perhaps the highest for which the company
has ever played. If Nato rejects the designs
using the company’s engines, the future for
Rolls-Royce’s  vertical take-off work is
problematical. unless the company does a
quick about-turn and redesigns its engines
along the lines pioncered by Bristol-
Siddeley. The issue is far from clear,
because therc are already complaints about
the relatively modest performance specified
both by Nato and the RAF, the winning
design may still not be acceptable to the
individual air forces of Nato members.

MACHINE TOOLS

How Old is Too Old?

HE survey thar McGraw-Hill has made
Tof the age of machine tools in British
industry shows, in its provisional returns,
that 65 per cent are more than ten years
old. Though this might superficially be
regarded as evidence of th_c backwardness
of British industry, a similar survey that
McGraw-Hill has made in the United States
shows that there is little difference between
the two countries in the average age of
machine tools: and Continental industry
seems fo have a similar liking for aged
equipment. Possessing old machine tools
does not, of course, necessarily mean that

THE ECONOMIST NOVEMBER 2~

, 1ot
the nldcxx_ are frequently used - certainly
they are likely o be used less intensively
than more modern tools, These will have 1o
carry capital charges that the older machine.
will be free from ;s and the fag that they u
dgprcgmtcd 18 one reason why L‘Uln}“jlll‘l .
will cling on o them. They are the \‘h«:'\\ 5 :\\
means of producing exira mnpu'x ‘\]'1:111
whcrcycr production is liable 1o ﬂm"m"n:-
there is a strong cconomic case for rcr‘lin‘-
g dgprcuutcd cquipment. lilccxri‘cit ‘
generation iy the outstanding example xcu'\k
loads are most cheaply met from old dcrm»
gxulcai power stations in which the ;umlﬁng
:;:;(i()[::f(‘\ be many tmes that of o modern
Another explanation for the retention of
old equipment may sunply be that indml”'
docs not believe that new equipment iy x{\tir‘\
ciently superior to the old machines for it‘-
use to reduce production costs, inﬂ;mk X
and the consequent rise in the rice ”;‘
machine tools in the last twenty y?lrkaf{\
have helped 10 produce such 4 \i;u‘-ui ‘
Whatever the reason, machine tool m‘-nk()-ﬁ‘
cannot be pleased to find industry so r‘-huf
tant to change to their latest produéts LOK:
must hope that they regard the fzic:ts n.\
vealed by this survey ag g spur to : rlt
better machines rather than as an exc xm N
demand greater su et

bsidies for investmeny.

MAN-MADE FIBRES

A Fresh Start

B\m-lsu Enka’s rayon venture ended
a;atgously last month with a di:“l _l'\'
loss of £200,000 on trading in the f S _‘?wd
months of this vear, bank c>vcrdrr;t~u-ghl
foans swollen 1o £900,000 and 5 bia:j 15 and
from Courrgulds for its ss. shares i?[\l?"”
g a promise made last month ap th S o
of the Courtaulds bid, the Nethorfp
group, Algemene Kunsizijde Unie e,
Y

owned 55 per cent of British Enka’s c:,t}kh
is_ offering that subsidiary C(;m P.A
minority sharcholde pany .

HUNOTILy st IS an equivaleny .
in British Enkalon, its new ;3&;4‘1}&‘11[ Stake
the United Kingdom, Shatchold;"tlxrc n
glc_ right to subscribe for two 58 sl:S 1.13‘-/':
‘rltl‘sh.Enkakm at ss. 6d. t‘:acuf\ dn:s n
fjhai.e n Enka they formerly heoltj ey
calings In the new ‘shares gre exroc’ and

staét kncxt Thursday_ expected 1o

nka sharcholders the

¢ refore j .

gnlusual opportunity of pmicipatinav-e the
P{I on gfenture from the « green g In this
Trelant. o factory near Antrim, Nopho:
avail: bl, or which a £2 milliO;I Wy
available, include 5 first stage srant i
pleted in 1963 at 4 cost of\£g o be com-
a doubling of capac; 7-3 million ang

a5 O ty for
£4% million in the ¢ an added cosy of
schtf:iduled to be Complzctggciinsiagca which iy
;I)r(g t ofd aboug £500,000 s 7 gross
fg 4, 211 | a maiden dividend mi li:ccted in
I 1965 if the profits warrang ght be paig

. expandin a
zmg sector of the textile i“dustgr Wetill;p knit-
ommoner nylon 66. Nylon js thi i :Sl: the
m-
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PROBLEM No. 2

l:l NI] ‘"". F“(’M E-(‘.G-"- E.C.G.D. can give you up-to-the-minute credit ratings on 140,000

buyers in 170 markels throughout the world. Phone us up before you close that export deal and we'll suggest the right”

eredit ceiling for your customer: and we back our judgement by insuring yaur business against default in payment (and a
Jot of other risks as well) throughout the entire credit period, Backed b'y E.C.G.D. you can take on new customers just as ‘

confidently as you have been handling your old ones.

EXPORT WITH AN EASY MIND

EL.G.D

* ' EXPORT CREDITS GUARANTEE DEPARTMENT

» Birmingham: Tel—Edohaston 4318 Manchesisr; Te!
' Bristol: Tet—Bristot 22011 &y

Find oul all about it frem your local office now :

City of tondon: Tat—Royal 3451 Leeds: Tel—Leed:
: s 30082
West London: Tel—Abbey 6271 Liverpool: Tel--Liverpool
-Belfasl: Tel-Belfast 20428 R v Cantral 5756

Bradford: Tel—Bradford 25147 - Mantl:'t;esiéf, Central 8261
Newcastle-upon-Tyne: ek - .
Net ! _ewcaﬂemnon-'fynem

- Nottfngharhy Tel Nottingham 46585

Ceniral 3056 ShefMeld: Tel-Sheffieid 20151 .,
Heed Office: Tel--Monarch 6699

€dinburgh; Tel—Caledonian 3006
Glasgow: Tel—Glasgow, ‘

. CRC 48

83]
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AUSTRALIA country, continent . .. a world of opportunity

Paper proeduaction in Austradia has almost doubled in less than 7 years, [tis a
vigorous industry s is testiied by the LAzo miltion sharcholders” funds which
have been invested sinee 19435, Such farge-scale expansion is evident throughout
the country. Current projects will incur £A 14 million expenditure on nes mills and
plants, and a new L5 million paperboard mill commenced production last year.
Australia is confident of a continuing expansion in her industries. In such ventures
she values her long-established parmership with Britain. Ducing the last decade,
Au-tralians have attracted £A800 mitllion from British, American and Duropcean
fnvestors. Australiac s devoting 237 of her gross national product to jnvestment in
fixed capital.

Representatives of the Vustralian Governnment in the United Kingdom will be glad
to provide informuation about opportunitics in trade, investment and mugration,
Further information can be obrained at Australia House and at the Ofiices of

Agents General for the \unstralian States.

ECONOSMINT NOVEMBER

For Mcelbourne's vew f4 mit.
lion bridge, paperboard n‘mukl\\
24 feet fong are being used to
cast the 6o massive steel and
conerete columns, Found
tor th‘csc columns go ag deep as
180 feet, The picture below

shows a mould beiny SUpped
away.

ations

)

tan]
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portant of th: non-cellulose man-made
fibres and is expanding rapicty. World
preduction rose by 18 per cent last year.
It is not, however, expanding as rapidly as
the  acrylic  fibres (Courtellz,  Orlon,
Acrilan, ctc.). Sharcholders who burnt
their fingors with rayon, mighi, undor-
standably, be wary of again backing the
wiong fibre. World capacity for producing
aylon is expected to rise from 8§76 million
10 1.52¢ million 1b batween 1980 and 1962,
«o the poiential market for nyloa will not
lack competition.

Meanwhile, according to the Common-
wealth Economic Commitiee, there has ben
some improvement in world production of
rayon in the third quarter of this year. Out-
put in the United States was 13 por oot
mgher than a year carlier, and Courtaulds
increased the price of its rayon staple by
4 conts to 27 cats a Ib. In the Unitd
Kingdom, the decling in output of all man-
made fibres way halted in the third guarier.

BUSINESS NOTES

Exports of filament yarns have increaszd,
but so far there has been no marked
recovery in demand at home.

Concentrating Research

sTABLISHMENT of thz British Ship

Rescarch  Association  follows  the
recommmendations of the Department of
Industrial and Scientific Reszarch’s inquiry
that the arrangements for rescarch i the
industry were inadequate and should be
recons.dered.  The new body will combinz
the work of the exisiing British Shipbuild-
ing Research Association with the research
side of Pametrada (the Parsons and Marinz
Enginezring Turbine Research Association)
aciivities. The design of turbines will be
hived of to a new organisation. controllzd

833

by the turbine makers and not receiving a
DSIR grart, which will retain the name of
Pametrada, This move helps to meet the
DSIR’s criticisms of combining design and
reszarch in the same organisation, which,
it suggested, reducad the amount of research
that was done and cucouraged sh'pbuilders
10 retain their own turbine-making facilities.
The new Ship Research Association
intends to extend the scope of its reszarch
beyond tha: which its cons:ituenis have
donz. Initially it plans to sp2rid £1 million
2 year, {185,000 morz than th: two existing
rescarch associations spent in 1960—which
included Pametrada’s design work. It hopss
thit government will give the maximum
financal assis:arce, which, “in the opinion
of the industry, is vital to its success.”
Having shown that they can be good boys,
they now expect their reward. Talks with
the DSIR have started, and the new associa-
tion should be legally formed by the spring
of next year. By then the DSIR should

The Earth Hath Bubbles

He endearing thing about Europe’s
e, W largest gas-holder is that it is 1n-
#  visible. At ground level and above, Lus-
1 saguet (in the department of Landes) is
i g village much like any other. Its inhabi-
{ants grow grapes and maize, rear goultry
and pigs, poison themselves occasionally
with muchrooms gathered 1n the sur-
rounding oak-woods, and make 2 good
cau de vie. But below its surface—1,400
feet below, to be pregnse—-—lurks a huge
gas-bubble twice the size of the Kremlin.
For Lussagnet stands on an anticlinal
dome of highly porous tand roofed with
jmp:rmeable rock and clay and szaled off
by water ; and into this dome Fr.eqch
engineers have pumped over 600 million
cubic metres of purified methane..Wlthm
the next few weeks the bubble will swell
to its maximum volume, 700 million
cubic metres—a maximum imposed not
by the capacity of the doms but by a
technical decision to keep the pressure of
the gas inside it below 65 kilograms per
square centimetre.
The methane is piped to Lussagnet
from the natural gas-field discovered and

plus a few minor finds of natural gas,

At Chilcomb, near Winchester, and a few other places, Britain’s  gas
industyy is investigating the use of underground storage in permeable strata
of the kind that might, if we were luckier, contain natural gas or oil. These,
are the man resudts from several years’
explorction for gas in this country. Under Chilcomb, about 750-850 feet down,
there is a greensand ** aquifer,” or permeable layer contaiming water, in the
shape of an eiliptical anticline, which will rake‘fzbou{ 0,000 million cubic feet
of recocerable gas (one has also to put in a ** cushion of gas which never
comies out of storage). As yet this kind of underground storage is not actually
iit use m Britain (bringing it into use may indeed involve legislation). Bul in
many other parts of the world it is—for example at Lussagnet in South-West
France, of which a special correspondent gives the following account :

exploited by the state-controlled Socisté
Nationale des Pétroles d’Aquitaine at
Lacq, 33 miles to the south, Lacq’s esti-
mated reserves are 280,000 million cubic
metres, and the French authorities ap-
preciated from the outset that without
adequate storage facilities its develop-
ment would be hampered. In 1956,
eighteen months before large-scale pro-
duction started, SNPA geologists set to
work exploring promising anticlinal
structures along the axis the main north-
bound pipeline would follow. After in-
vestigating two unsuitable sites, they
prenounced Lussagnet satisfactory, and
within a year 8o million cubic metres of
refined gas had been stored there.

Production was thus able to go ahead
without waiting for completion of the
1,800 miles of pipeline that now link
Lacq with Bordeaux, Nantes, Paris,
Lyons and other industrial centres ; and
it became possible to design the plant
installed at Lacq to work round the clock
at full capacity, irrespective of hourly
or seasonal fluctuations in consumer de-
mand. As a result, in less than four years

Surface ft
strata
-500
Impermeable TR

clay and mar/

- Gas from L.

GAS DRAWN OUT

Lacq has revolutioned the French gas

industry, and 46 conventional gasworks
have been closed down.

GAS PUMPED IN FROM LACQ

Tmni‘y-ms “wells ™ have been sunk
Into and around the storage area at
Lussagnet, 23 for the input and outlet
of gas and 12 for observation of the
pressure and tempsrature of the bubble,
and movemsnts of the water-table. The
methane suffers no chemical change
underground ; only dehydration is neces-
sary before it is fed into the national grid.
Lussagnet’s storage capacity is equal to
that of 2,000 conventional gas-holders,
yet a shift of six is syficient to man the
whole installation.

_The basic techniques employed were
ploneered in the United States. Coal Bas
has for some years been stored under-
ground at Beynes, near Paris, and in the
Ruhr ; and underground reservoirs for
natural gas are being brought into use in
Italy and Russia. Near Marseilles a
cavern is being refrigerated and equipped
for the storage of Saharan gas. But Lus-
sagnet is undoubtedly the most impor-
tant achievement of its kind in Europe,
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have decided how nmwuch it can atford to
give 3 in 1960 1t gave the two old associa-
tions only £ 130000 between them.

RACING { CARS

WWhy Purchase Tax?

Tnli Board of Trade’s dection 1o stop
refunding purchas tax on formula one
racing cars is surprising. will save only
about £$0.000 @ year: racing cars are onv
of the cheaper methods of publicising British
goods. Since 1950 the Board of Trade has
repaid the makers the rax that they paid
when the car was completed,  Now It says
that this concession was only intended to
help that scction of the industry making
larger cars to get on its fect s and it con-
siders that this purpose had now been
achieved—though  several of the  firms
affected in 1950 no longer exist, and several
of those affected now had not been founded
in 1950, The effect of adding £10,000 10
£20.000 to the annual costs of racing team
could be crippling : none of the existing
Britich manufacturers fecls it could continue
racing on the present scale if it had to pay
his. They are therefore looking for ways
round the regulations. One would be to
somplete the cars on the Continent and
ccep them there, never competing i British
aces ; this would mean losing much revenue
rom appsarance money, but it would expose
the government to ridicule. Or the cars
-ould be owned by a foreign company, and
raced under foreign colours. A more hope-
ful move might be to challenge the legality
of charging purchase tax on any racing car,
and this will be done if the government
docs not relent. Purchase tax is supposcd
to be paid on cars designed for the carriage
of passengers, and meeting the requircments
of the Road Trafhc Acts. A racing car can
hardly be said to do so ; makers therefore
feel that thev have a sirong case to argue.

MOTOR CYCLES

Unhappy Prospect

ug motor cycle industry faces its

hardest winter since the end of the wat,
No manufacturer is likely to operate at a
profit this year ; and other redundancies may
follow Triumph's threat to sack 100 men.
This is the conscquence of the restrictions
that the Government imposed on hire pur-
chase in April 1960, plus a natural reaction
from the boom that had characterised
1959. Sales this year have been little dif-
ferent from those in the latter months of
1960, but dealers were then building up

stocks, They continued doing so until last .

summer, in the hope that sales would then
tise ; as these hopes were disappointed, they
are entering the winter with heavy stocks,
and therefore have stopped ordering from
the manufacturers. Their mutual relations

BUSINESS NOTLUS

have been further complicaied by the cuding
of tie old distribution agresment, which was
withdrawn before the Restrictive Practices
Court could it i judgment on . The
dealer, encouraged by the Motr Ao’
Arseciation, ook the appurtuaity of pking
new agresments with the mandbactares o
domuand higher dincounts, These v makers
were naturally relactu to concade < higher
privos ave hardly the way o raise sadess But
about halt have finally grancd o soadl
increase o ougins, the rest muniining
the old fevel,

Prospects for nexe year are more than
weually unseided. But there are some

reasons for exnecting higher sades o the
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bunching of hire-purchase contracts in 1959
means that many will be CXpiring in 1462
as is the case with cars. Roughly half of nl{
motor cycles are sold on hire purchase
though less than g fifth of all cars are \:»
this factor may be more important for m[mn
cycles. And b there iy a TCLOVTY N car
produciion, motor cycle makers expect the
workers i the mator industry wil] hw:‘
mery cash to spare for luxuries. Uhimm:-l

bowever. the mdustry is hoping thay twyt;
bad years will be tollowed by at feast one
good yoar and that new models—such as
the lightweight scooter that "Uriumph is
developing—will hielp o keep the l\\\l\\\i";’
of motor cycle owners growing, )

SHORTER

Ralcigh announces that it is closing some
of its cycle factories in Birmingham which
employ 1,500 man, n the last financial
year. the sales of this seetion of Tube Tnvest-
monts fell by 2% pey ventand s profits
by 33 per cent

*

The New York Stock Uschanme has
approved the listing of the shares of botly
Uailever Limited and Unilever NV und
dealings are expected to start on Decembar
12th. The group has undertaken to publish
quarterty reports from 1964.

+*

The Board of Trade has announced that
it is considering 1CDs application for an anti-
dumping duty on imports of polythene
from Anwerica. 1t invites interested partics
to make written representations by Decem-
ber 8th. and addy thar the application may
be extended 1o cover other countrics supply-
ing polythupe 1o Britain av prices that
appear 10 be subsidised.

*

Because of tax complications the directors
of J. and F. Stone Lighting are not pro-

. ceeding with their plan to distribute free

shares in the newly formed property com-
pany which will now be a wholly owned
subsidiary of the group. They propose how-
ever to make a one for two scrip issue and
expect to pay a dividend of 30 per cent on
the increased capital. This is equivalent 10
45 per cent on the present capital compared
with the 35 per cent paid for the year to
June 3o0th.
*

The market has been surprised by news
of a £1} million rights issuc from Consoli-
dated Gold Ficlds of South Africa and the
reasons for the issue will be made clear at
the annual meeting on December 14th. The
terms, one for ten at 30s., make the rights
worth about 2s. 9d. a share and with the
forecast of a maintained dividend of ss. a
share the ex rights yield is 84 per cent.

NOTES

Great Universal Stores has sold ity 37
per cent interest in the Marble Arch.h(})l?c:l
company, Mount Royal, to Mr Maxwell
Joseph, the chairman and managing dix:ccmr
of Maunt Royal. Ava price of 125, 6d. :
share the deal mvolved abowt £ z‘,mx)"xiﬂ'x;vnd

*

. The Tnternational Development Associa-
tion has granted credits totalling haz". mﬁ
lien 1o India o increase cu
produociion,

agricultural

*

'j‘hc Drcsdngr Bank, of Germany has
acquired shares in the Industrial Crediy and
Investment Corporation of India

*

The directors of Lodg: Plugs  hawye

announced that an offer has been made
the whole of the issued share capirmc
stm:kh(lldcrs have been advised mr-z e

their ss. units until they receive a fL;)rt;t‘n
statement.  Since the announcemeny the o
units have gained ss. 6d. 1o 18s, 3d VS

i
and
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COMPANY MEETING REPORTS

Mr. ERIC TURNER REVIEWS GROUP’S
ACTIVITIES AND DEVELOPMENTS

The 100th ameal seucral meeting of The
Birmngham Snafl v Cosspany Lintired
wiltl he held on Docember 14 in Birmiighain.
The folfowing 1s an extract from the cired-
lted statement of the Chaiemen, Meo Brie
Furner:

My colleagues and T oare a litde dis-
appointed by the outcome of the year’s
trading. The figures for the tirst three or
four months were encouraging bul in-
creased costs of production throughout
the Grroup, together with the depressing
eflect of hire purchase restrictions on
the sale of some of the Group's products,
resulted in @ marked Fall during the
fatter part of the year. Even so,some of
our aetivities, notably machine tools ad
steel. showed improved results, but these
were insufBicient to offset the reductions
in others.

The Group profit before taxation of
£2.932,745 is slightly less than that fore-
cast in the interim statement and shows
a4 reduction of some £485,000 [rom last
vear's figure, a fall of 1475, although the
turnover of the Group slighty exceeded
that of the previous year.

In present conditions your directors
have decided to recommend a dividend
of 7irds™, making 113rds’s, (same) less
tax, for the year.

Although, taking thie year as & whole,
our three motor cycle companies (Ariel,
B.S.A. & Triumph) enjoyed satisfactory
<ales. the position in the home market
has deteriorated appreciably in the fast
few months.

Export business s still spbstantial,
although on a slightly reduced scale,
partly because of the trend of world
trade and partly because of import
restrictions imposed by an increasing
number of overseas governments. Never-

theless, there is a great variety of

markets, capable of expansion, which
arc being energetically pursued by the
yarions companies.

Seooter safes were part_icmarly disap-
pointing. B.S.A. and Triumph scooters
are considered by the trade 1o be amongst
the best ever produced. as well as com-

etitive in price, and 1 am therefore
confident that we shall‘hpd that a sub-
stantial proportion of future scooter

sales will conie our way.

w05t important event during the
’;el:fr ::/as the aicquisitjon last January of
The Churchill Machine Tool Company
in Manchester. Many of the Churchill
company's activities will be strengthened
by its inclusion in the B.S.A. Tools
Division, which is now probably the
second largest machine 100} organisation
in the United Kingdom.

The demand for machine tools remained
at a high fevel throughout the year and
was ift eXCess of our .capacny'!p_produ.ce.
in spite of the additional facilities which

B.S.A. GROUP-30 COMPANIES

were provided. Excluding new acquisitions,
the wrnover for the year was up by 25%,
on the previous year, and we are expect-
ing a still larger output in 196162

The trading profits of Jessop-Saville
Limited show a gratifying improvement
over those Tor the previous year but are
still some way below peak figures in
spite of the fiact that sales during the
fast linancial year were the highestin e
history of the company.

the measure of

The Statement then reviewed theactivities
of the other units of the Group, and
continued :

PROSPECTS OF THE GROUP

Trading conditions in the engineering
and steel industries are at present patchy
and 1 do not see any sign of an overall
improvement in the immediate future.
The machine tool companies still have
tull order books and we can anticipate
satisfactory results from them. On the
other hand, the order position for motor
cycles, steel and certain general engineer-
ing companies is causing some concern
and it seems likely that they may have
an indifferent year.

11 all the circumstances, it is impossible
to forecast with confidence the resuits
for the current year, but it seems to me
that if there is no general improvement
soon in some of the fields in which we
operate, it will be difficult to maintain
fast year's figures and indeed it would be
wise (0 anticipate some reduction but
not, 1 hope, to a serious extent.

You will perhaps expect me to make
some reference 10 our prospects if the
United Kingdom becomes a member of
the European Common Market. My
broad assessment is that whilst Group
prospects will not be improved in the
early stages, ¥ do not anticipate any
disastrous consequences. Every badywho
has the best long-term interests of U.K.
industry and its employees at heart
must recognise, if he does not do so
already, that some of our industries are
no longer competitive in price, and con-
sequently it is essentia} 10 call a halt to

_thepolicy of grantingwage increases with-

out correspondingly greater production.

progress
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Last month marked the 30th anniversary
of the beginning of copper production it
Roan Antelope, the first of the present
mines on the Copperbelt ol Northern
Rhodesia to come into production. During
those 30 years Roan Antelope has pro-
duced over 2 million tons of copper.

This milestone in the mine's history is
referred to by Sir Ronald L. Prain,
Chairman of the Rhodesian Selection
Trust Group of Companies, in his annual
statement to shareholders, extracts Irom
which are reproduced on this page.

Roan Antelope still has among its
employees men who were working on the
mine when it cast its first copper in 1931.
In congratulating them. and all others
who have helped to make Roan Antelope
the great mine it is today. Siv Ronald
records that fhere are now 22500
employees in the group as a whole, 4,000
Europeans and 18,500 Aflricans. Since
operations on the Copperbelt began some
1.400 employees have completed 20 years’
service and of these 800 are still working
for the group. More than 1,000 of these
20-year “veterans’ are Africans.

Looking to future development in the
group. Sir Ronald records good progress
with the expansion programme in the
western section of Mutulira, R.S.T.'s big-
gest copper producer. This scheme is
designed to add about 50 per cent to the
mine’s productive capacity and is expected
to be completed in June next year. The
Mufulira West scheme is one of the two
largest expansion schemes in the copper
industry and is a larger project than any
of the new mines which are at present
under development in various parts of the
world.

After outlining the financing arrange-
ments for this £14 million scheme, Sir
Ronald comments: “T trust that share-
holders will consider it satisfactory that
this major expansion scheme. looks like
being achieved without calling on share-
holders to subscribe any new money, and
that the prospects are that the scheme
will be commissioned on the original time
schedule. I also hope, in a year’s time, to
be able to confirm that the scheme will
have peen accomplished within the
original cost estimates’.

25,

roduction of copper from the “roup’s
three mines during the ,w-au" wfxi('ix
ended on June 30 st wis 202,041 lm'u;
tons compared with 217,057 Yong tons
i the previous yvear, 'Uhis reduction
was due to the policy of curtailing
production to which [ refer later, '1‘1\:‘
average price received for copper was
lower than the previous vear, Sales
amounted to £46,383.800 compared wil‘h
£5:3.328,50. '

Operations showed @ total profit of
approximalely X156 million  before
n)nkin: reserves or allowing t‘ol'vmxw
tion, «-m‘np;\‘rw\ with the corresponding
fizure of approximately €20 mittion iil
thie previous yvean,

The Copper Market

On the production side of the inter-
national market the main t'uutm'm'()f
thie past vear were the relative ubsu.ncu
aof interruptions due 1o strikes in Uinl
produecing areas, and {he devree of
voluntary curtathinent of cithep pro-
duction or satexwhich was undertaken
byomost of the major m'o(luvm‘.;« In
veferving st year to our dm*it:i()ﬁ to
cul produaction 4t the rate of {0 ])(;1-
cent T mentioned that the disequiti-
brium between production and con-
stwnption of primary copper in the free
world was due less 1o g falling oft in‘
consumption  than to HU,‘,IL(]‘“,\' in-
ereasing production, inclwding  Lhe
M‘m;n_nu' in of certain new mines.

4))(“'[.[]'4' Lhe past year the CONSUIY).
t,(m‘n of copper was satisfactory. In iacy
1960 was & vecord year, and the increase
in consumption, especialiy in V.ur(; f
was ata rate which hwl not nrevig e
been equalled in any twelve )qu'\{
period, ) months

As a result of the

voluantary curtni
ment on the one Sy eurtail.

hand and (h ;
s . R . A LU e
I:’mtfny consumption on Lhe (‘Lh(“'a‘t‘;‘.
“\02\‘1 SAW an improvement ip | H“/
?alan@ between producting and c(; e
sumption. though at the gy ot n-
t{nanmai..\’om' there wag SLill s the

> 1, N M &
(f::?txs:‘l?lem over-production, The c%‘r‘:'xe
o I hal SUpply position Was reflecte ‘-
qémewhxg lggei‘dy mentioned )bv'(g;
B ? IWEr average pri o

’ * price

London N{eml Exehange. The va f;" tho
g;igtixoe Exchange wag rlation
260 105. 04. per tan to goy 1
on, with an avey, . 0. per

ton. Th}s Pep\'eSents ar S, . per

Despite these fe,
ature

Metal Exchange price it;le London

quarter of this financyg the firat

relatively steady at g ! year remained
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blunted appetite. Any cheese will do (though we

CIRITBEES

Try a little cheese with your Whitbread.

oducts of the sun and soil recommend a slight}y nutty-flavoured English cheese).
go so happily together? Any time of day will do too, from lunch time to last
while other people  thing at night. So next time you serve a Whitbread,
pass round the cheese board. An absurdly .
simple way to tickle the palates of your more *
sophisticated friends.

S it because they’re both pr
that Whitbread and cl;leese

i the reason,

ot gastronomes dispute vhile
{;njogy the result—a flavour combination SO .
clean and fresh that it will enliven the most

a flavour to intrigue you - @ pleasure to transform you
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How a man can still dine iamously at home

You don’t need a butler to make a perfectly ordinary meal seem convincingly like
a banquet. A bottle of Directors’ Bin will do just as well. A glass of this noble and
benevolent port wine will bring the simplest supper to its end with a fanfare
of trumpets. And astonishingly, Directors’ Bin costs no more than 26/- a bottle.

PO

'{g - sufficient,
- capita standards, to provide an in-
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per ton and at the time of writing is
£23G 165, 6d. per ton. ]

Looking forward, first. on production,
much will depend on whether supplies
are Lo be affected in the coming months
by further strikes in any of the pro-
ducing aveas. It is also of interest to
note that many of the large-scale
sxpansions or new enterprises which
were embarked upon some years ago
under the impetus of the high copper
prices prevailing in the mid-1950's have
now heen completed. Those that
remain to be completed are all sched-
uled to be finished within the next two
or three years. In the abgence of any
announcements as to fresh mining
activities, it would appear that the
great increases in copper production
which .we have seen since the mid-
1950’s may not be equalled again in the
next few years, though I have no
doubt that taking a longer view the
copper mining industry will continue
to expand in line with requirements.

As far as consumption is concerned,
there is no vreason to suppose that it
will not continue to be satisfactory,
especially on the basis of the present
level of prices which is conducive to
continued growth in copper usage.
Much will depend however on general
business activity in the United Stajces
and the United Kingdom in the coming
winter. Most producers would welcome
the opportunity for a return to t’u}l
pluduction or sales, and no doubt will
continue to watch the position closely.
In my opinion decisions affecting
curtailment should be based on the
facts of the statistical position rather
than on any short-term price move-
ments.

Customers for our copper now
pumber 61 covering 19 countries,

Federation of Rhodesia and Nyasaland
ter outlining political events in the
FeA eration in Lhe past year. Sir Ronald

ontinues. .
C“irntthe fleld of the economy, while it

has heén inevitable that the posgtion
hassuffered from political uncertain ty,
it must not be thought that invest-
ment in the country is at a very low
ebb. Borrowing from abroad droppqd
gubstantially in 1959 and 1860 and is
likely to remain low in 1961, but over-
all investment in 1960 was in fact
slightly higher in real terms than in
the first year of Federation. This was
due largely to the investment of local
savings, including continued heavy
investment by the mining companies.
Even at the present level investment
by international per

creaging . standard of living for a

rapidly growing population,
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Moreover, the Federation has what
s, by African standards, a sophistica-
ted banking and financial system
which reflects the relatively advanced
industrialisation of these territories
as compared with others in tropical
Africa. It is necessary to appreciate
this degree of industrialisation if
investors are to understand some of
the political problems which it raises
by comparison with the far less devel-
oped countries in tropical Africa with
a predominantly agrarian economy.
The banking and financial system to
which I have referred should prove of
considerable help in maintaining the
economy at times such as the present,
and thus indirectly in assisting a
difficult political situation by en-
suring that the maximum buoyancy is
preserved in the economy.

The inter-relationship of politics and
the economy is axiomatic. In the last
two years, however, another factor has
entered into our considerations. While
it is obvious that political events in
Africa a8 a whole will have a profound
influence on ouwr affairs here, it is only
recently that violent changes have
ocecurred in countries which border the
Pederation. In particular the siteation
which exists in the Congo has caused
the gravest uneasiness in the territor-
ies of the Federation, It is too much
to hope that there can be a quick
solution to the problems of the Congo,
and until more is known of this it will
be necessary to gualify one’s assess-
ment of the immediate future of
events here. One can only express the
hope that the political solutions in the
Congo ag well as in the Federation will
be based on the realities of a continent
which is emerging into political con-
sciousness, under world pressure, at a
rate so much faster than anything
which applied in the past. The determ-
ination ofindigenous peoples toassume
an increasing share in the political
affairs of their countries is one of the
strongest human and political forces
of the 20th century, perhaps the out-
standing historical feature of our
times. It is a factor which must be
faced squarely, and dealt with realis-
tically if changes are to occur on an
orderly basis. )

As far as our companies are con-
cerned, as I have stated in earlier
statements, we take pno part in party
politics, and we suppart no political
party. We regard our main job as that
of producing copper with the maximum
efficiency under our conditions, and
thereby giving the greatest possible
agsistance to the economy which
depends to such an unusual extent on
the mining industry. Our industry has,

I think, & record of moving Wwith the - . s

times. It has been in the forefront of
creating full opportunity for employ-
ees, irrespective of race, to advance,
and has given practical expression
wherever possible to the concept of
racial partnership on which the
Federal constitution is based.

I have tried in previous years to
show that the copper mines of Central
Africa have become a vital part of the
structure of modern civilisation and
that disturbance to their operations
would not only be a disservice to the
world industries which they serve, but
also a disaster to the countries where
they operate. The prospects of the
copper market will call before long for
a further opening up of the great .
reserves which still exist in Central
Africa. Interference with these mining
operations, whether by physical,
po}i_ticg.l or fiscal measures, would
prejudice the chances of obtaining the
capital which will be essential for such
expansion, for these countries have
but limited internal resources.

I firmly believe that both European
and African political leaders here are
fully aware of the conseguences which
such interference would bring, and that
they realise the great importance of
maintaining their country’s invest-
ment status, It seems therefore
reasonable to expect that once the new
political patterns have emerged in the
next year or two there will be a re-
newed incentive wmaking for the
revival of overseas investment, based
on the realisation that the continu-

-ance and expansion’ of profitahle

mining operations must be the first

~consideration of governments if the

‘future prosperity of the people who -
live in Central Africa i3 not to be
seriously retarded.

E——
R S

The Rhodesian Selection Trust

Group of Companies N

Incarporated in Northern Rhodesiq,

Southern Rhodesia and Bechuanaland
Protectorate,

If you are interested in obtainin, E

copy of the full statement, da%eg
October 20, from which the above ars
extracts, together with the Annual
Reports, please write to Selection
Trust 'lelted, Rhodesfan Dept,
Mason's Avenue, Coleman Strest
Pt iondon BOR. ’
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REPORT ’61

TRADING RESULTS BEST IN COMPANY'S HISTORY

Siv Ldward Lewis Chairman? at the Anmual General
Meeting of The Decca Record Company Limited
The balance from Trading Account which amounts to
£3.796.000 shows an increase of £328.000. Profit before
taxation amounts to£2.310.000. an increase of £143.000.
These results, which are the best in the Company’s
history.will Lam sure be regarded as highly satistactory.,
particularty as they cover a period of ucute depression
in the television industry.
After charging taxation and tax equalisation. the nef
profit amouants to £1.249.000 (against £1.261.000).
Consolidated turnover for the year to March 1961 at
£24.500.000 was less than fast year by some £700.000
ducentirely to the fall in the sales of television receivers,
Al other main sections of the business showed an in-
crease. in particular gramophone records where we fulty
participated in the industry’s growth, Exports reached
atotal ol £7,190,000.

Al sections of the Navigator division have shiown o

substaptial improvement in truding volume with tot
marine contracts at home and abroad now 1o1
over 7.000.

al
alling

Decea Rudar had another successiul year: ol
marine orders have now passed the {1,000 mark ‘M N
military, defence and eivil aviation sysiets ‘
carricd out on a world-wide basis,

Che curvent year is going well. Some slackening iy 1he
demandtordSrpm records has been offser by N :

@or
ave been

anincregse

ECONOAS T NOVENMBER 2

FEAN

[u6l

THE CCONOMIST NOVEMBER 25, 1961

ASSOCIATED BRITISH
MALTSTERS

UNPRECEDENTED DEMAND FOR
PRODUCTS

The gencral meeting of Associated British
Maltsters Limited will be held on December 11th
in London.

The following is an extract from the circulated
statement of the chairman, Sir Nutcombe Hume,
KBE, MC:

Last year’s profit of £934,801 was £174,653
greater than in the previous year, During the
year the jssued capital was incrcased by the
issue in January 1961 of 2,271,100 shares for
cash ar 12s. each and in April by 257,000 shares
as part payment for the share capital of J. M.
Collett & Co. Ltd. . Your Direciors recommend
a final dividend of 10 per cent, thus increasing
the total dividend from 2% to 15 per cent but
with a bonus reduced from 5 per ceni to 2} per
cent: so that the tatal distribution remaians the
same as last year at 174 per cent. Your Board
consider that they should pursue a cautious
dividend policy because there is much capital
expenditure still to be met and they consider it
essential that a substantial proportion of it must
be met out of retained profits.

The higher profit arose largely from an un-
precedented demand for our products from all
sections of our trade. Despite refatively bad

e e e e
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weather, consumption of beer exceeded expecta-
tions and in order to meet our customers’ heavy
demands for malt we had to push our productive
capacity almost beyond its limit,

Throughout the Group the problem of
1960/61 was to find enough capacity to meet
our cngagements and the pressure in 1961/62
will also be scvere. Nevertheless we expect it
to be an casier year in which to give our cus-
tomers what they want, because the quality of
this year’s harvest is considerably better than
that of last. In consequence we have bronght
into effect a scheme we have long planned, of
offering a quantity rcbate to customers in the
English brewing trade who give us exceptionally
Jarge orders and are prepared to take delivery
evenly over the year. I am very glad to
report that our scheme has been  well
received,

Not only will our big new malting at Walling-
ford come into full use this year but we are in-
creasing the capacity of our Knapion malting
and have built a battery of storage silos at Bury
St Edmunds with a present capacity of about
65,000 quarters. If the demand for malt remains
at its present level we shall be faced with the
necessity to build yet another factory which will
probably be aloagside our silos at Bury
St Edmunds.

The Export Company contributed last year
the same profits as in the previous year but is
facing increasing difficulty because foreign
exporters of malt are subsidised by their
Goavernments. We should hope to benefit from
Britain’s cntry into the Common Market, but
that is most unlikely to contribute anything in
the current yeat,

ol
G

i

B39

STOTHERT & PITT, LIMITED?;

The seventy-eighth annual general meeting of
Storhen & Pist, Limited, was held on November !
16th at Bath, ) : !

“Mr R. A. Riddles, CBE (the Chairman) pre-
sided and, in the course of his speech, said:

Although all departments were fully employed
during the year the actual financial result of our’
trading does not this year reflect the amount of.
effort put in by those working in the busioess.
The trading margin for the year leaves us with a.
balance of £737,395 from which there falls to
be deducted £48,310 in respect of out-of-pocket
costs of flood damage in addition to the provision
of £329,600 for taxation.

The current level of tirnover shows an im-
provement on last year, but although our order
book, particularly in the crane section, has been.
well maintained, we are fated with many
problems, :

In the export roarkets of the world the battle
far survival is becoming increasingly severe and,
the element of British preference which formerly:
existed, partly due to tradition and sentiment, is:
now being replaced by a tendency towards world:
tendering under conditions which are not always;
as equitable as they might be,  Of course we
have export hopes and prospects. However, T
would be failing in my duty today if I did net
warn you that the years immediately ahead will
not be easy and we shall have to work harder
for less reward,

The report was adopted and a total distri
tion of 20 per cent was approved,

1

financing the growth of

MITHS

in the sales (ﬂi LP records and turnoyer is ahead of b 1/ Y-
vear. We continue 1o account for more tin 50, of ;h TN '
total export sales of records from this country. Sules of . 1951/2 1960/1
our American and Cainadian subsidiarics huve Mereansed Sales £14,300,000 £38,400,000
o > > - ' » o - e M * j Y ‘
as ﬂh‘uu also those of our associate companies iy Capital Employed £7,900,000 “:18:200:000
Germany and laly. Better cesalis aye expected from o . ”
radio and television activitie i . ‘ ' Sy
- Expansion of our N'M;"‘(;‘_ 2 R Jn his annual Statement to shareholders, Mr., Ralph The Chairman points out that, in contrast o the’ £10§ i+
' - = i xR AR avig and Radar activitied b ordon-Smith reviews the source and disposition of Smiths’ ithi i s . . Sy
We regard this figure, amounting to about 30°,, ot continued during the current year ties s gmd(i over the ten years, 1951/2 to 1960/‘.170 million of ordinary sharcholders’ money retained, no money o

total sales, as most satisfuctory.

‘ . . ) and group trnoer
is up for the first six months. P tumove

has been otherwise raised to finance éxpansion.

Qur recording department has gajned further re- Unless there isa marked change incondiyi Sautce of Funds Funds Utifised Board . :' T
= . S R . = ditiony; . . . . . 3
markable successes; particularly in the opera ficld with and abroad we expect anosher S‘alisfzicl()l'y\"Lf’l‘:“\ ll“h“.'lw £ milk £ milli bam h v's poliey ;mll be to restore a s appropriate 5
outstanding recordings by Joan Sutherland, Tebaldi, and Ioeed scareely add thatitis our con\tu'm‘\ S;h“dmg . mihon . mition M ﬁaedms ;exar . to the patiern Of Semiths® busme&, )
del Monaco, Birgit Nifsson. Kirsten Flagstad, George to mamtai our record of progress. endeas our Retained profits 103 Ex"gfiﬂi‘fs’e on 14 by the x :: cquity capltal'; and this wil be achieved 7
London, Siepi, Bastianini, Fernando Corena, Della The totad dividend of 2/4 for the yeur wis approved Depreciation o Inersase in T 'money oo ot st e, :
Casa. to name but a few from our world famous crapproved, Miscelfaneous 1 working capital 6} A » ' which i
. 5 copy of the 196 ol i . b
cataloguc of some 60 complete operas. Reduction in Acquisition of e O::iman . St 1 Report & Accounts, wh.;gh includes BRI
Our turnover and profits in the North American el pS 80 m a ” whubalal:wcs % ::gg? sg;glcmts - obtéin od from'sthe tement and a Product Review, may he
market were fully maintained—in areas where com- y pe()ﬂle b1t ‘ “sm FAary.
- petition is SO fiecrce and where the costs of selling are = ' )

particulacly heavy.

.0 50 many ways

Manyfacturers of Motor Vehicle Equipment

P . Fhs -

. Clocks, Watches & Appliance Controls
Marine and Industrial Instruments

b SMITHS 8. BMITH & SONS (ENGLAND] LTD
q LONDON, N.W.2
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HOLDERS INVESTMENT TRUST

NET PROFIT PXCEIDS Ly gj0,000

FURCHASL OF WILLIAM HHILL (PARK PANL)

MR LTONIFL BARBUR'S SPLECTH]

The pwentv-ciuhiey annuad ceneral mectine ol
Holders Tnvestment rost, Lido will be held
o December T4ih w Wincheser Touse, Old
Broad Strecr. Tondon, Lol

The followmge s the circulared stoement ol
the charman. Mr Lionel Barber, FCA :

The Accounis ol the Group for the venr ended
JTulv 310 191, melude tor the firse tme the
profit derived from 1he acquisition, as a whollv-
owned subsidiry, of Willinn Hll Park Lane:
Limired. The profic derved frome thar sab
sidinry i for the period ol 14 months Trom
Tune 1, 1960, and amounted o 2013779 which.
with the protits of the Group from all othe
sources, brought  the total ner profin before
tanation 1o /171258,

DECLINE IN TURNOVER ARRISNEUD

Although the turnover from the businesses
carried on by William Hill (Footbally Limited
and William Hill (Glasgow Limited showed a
fractional increase over that of the previous year.
this would not have been so had no adjustment
been made during the course of the Foorball
Season by the inclusion of an additional guota-
tion and an increase in odds on the Nothing
Barred List of the Fixed Odds Football Coupon.
This offer undoubtedly arrested a decline in
turnover and although the gross profit carned
during the Season was below average, it is fair
1o say that the additional quotation and the
increased odds offered did not adversely affect
the percentage of gross profit carned ; morcover,
it succeeded in reversing the turnover trend
with the result that at the end of the Scason all
weway had been made up and a fractionally
higher total turnover achieved.

So far as William Hill (PPark Lance) Limited
15 concerned, 1t was estimated when preparing
the Circular 1o Members dated July 13, 1961,
that the profit before taxation to be derived
from that Company for the period June 1, 1960,
to July 31, 1961, would amount to not less than
£525,000 1 this compares with the actual of
£613.779.

The net earnings of the Group after providing
for taxation amounted to £779.775, of which
£309,380, the amount attributable to the pre-
acquisition profit after taxation of William Hill
(Park Lane) Limited, has been applied against
that portion of the purchase price attributable
to goodwill which, as a result, now stands at
£532.947, representing, on the basis of the
profits for the 14 months to July 31, 1961, only
slightly in excess of one year’s purchase.

NORTHERN IRELAND SUBSIDIARY

Our Subsidiary in Northern Ireland, Debretta
Limited. had a further satisfactory trading year.
Great improvements were made during the year
at the Newtownards Factory, thereby providing
additional production facilities and better co-
ordination. I should tell you that Mr Buster
Sussman, the Founder and Vendor of the busi-
ness to our [rust, who continued to act as

Chatrmany and Joine Muaving Dicecar, vetived
by omutan] consent recentdy and T oame s ared
thae the buehly etficient manaeenent which b
been built up over the vears will continue 1o
fultit b requirements. T now Chudenan
of the Compuany.

Mr AL Gl Fleweher, who joined the Board of
yvour Company in March P95 having indicaied
his wish o retire on reaching the age ol 70,
his resignation has been accepted with revrer
and T would wish (o convey how geatetul 1 have
been for the advice and help which AMr Tlecha
haw been able o offer during his six venrs ol
cofice.  Licutennn-Colonel RS0 Rogers and
Mr Witliam Balshaw were mvited 1o join the
Doard and this they have done. Li-Col Rogers
v well-known in the City and T oam o sure will
be of great assistance to vour Company, M
William Balshaw has been the Managing Direc-
tor of William Hill “Glasgow: Limited for up-
wards of hfreen vears.

ADEQUATE LIQUID ASSETS

You will recall thar the purchase of William
Hill ‘Park Lane) Limited as from Junce 1, 1960,
was at a cost of £2 million, of which /1 nullion
was payable on compicetion and the balance in
five equal annual instalments, commencing on
March 31, 1962, This transaction was carried
through on July 31, 1961, and as a result of this
acquisition, and in spite of the pavment 10 the
Vendors of /1 million, the effect on the liguid
assets of the Group which ar July 31, 1960,
totalled  £3,220493 and at July 31, 1961,
£3,332.642 was negligible and  they  remain
sufficient for the normal requirements of the
businesses.

I regret that the Building Contractors were
unable for various reasons to give William Ll
(Football) Limited occupation of that portion
of the new building which is essential to mect
their requirements, It was thought that this
would have been accomplished by the end of
June, 1961, but it was found impossible to move
before the commencement of the 1961/62 Foort-
ball Scason and conscquently it mav not be
untl the end of this Calendar year that the
change of premises is made. T referred last vear
to the proposal that when the building has been
completed and the lease granted, that a valu-
ation would be made of the Company’s lcaschold
interest with a view to negotiating with the
holders of the 5 per cent Redeemable Preference
Share Capital for the terms of the issue of
those shares to be varied and replaced by Irre-
deemable Preference Shares. It is still intended
that this be done as soon as possible and con-
sequently the question of the redemption of the
Preference Shares between July 31, 1939, and
July 31, 1971, will not then fall 1o be considered.

With the Accounts this year you will find an
analysis showing how the total profit of the
Group has been earned, with comparative figures
for the previous year except in the case of the
new Subsidiary, William Hill (Park Lane)
Limited. This will be an annual feature of the
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published Accoungs and T hope will afford Just

that amount of additional informanion
vou, the Member,
and interestine,

which
will tind borh Hlumatine

MEMBEI RS R1.D1]|

During the
from Membiers,
bers

ACCOuUN S

yeir I have had several eguens
of 1the Company (1, S
hould be entitled withaut
other than the staement g
member,

b oem
any tormalinge,,
they e in o

ol the Company (o be able 1o tanaa

:‘}1};«1'\ with William il (Pl Lane) | ited
Sl o . . . SN
o ve 1\\;1\ l“ 1961, when  the Bettine  and
. o : ) .
g A}l of 1960 came ing force, bath the
London Footbyll 'nm;vmi .
» . X . ' - S 3 CS e
conducting their business, with 2 few exception
;Imrcl\‘ ona cash basis, buy Wil iy 1]’11‘{"
ane Linned  continaes L
credin and Gl basis,
matter l>\.' spectid requent, so thay it any Moembeg
nm Im\‘mf’, ameoexisiing credi :u\':mnl \\‘ilk;
Wiltinm LHI (Park Toane Limited wishes 1o hiagve
\ . , I . e e . . . N
ane, .ll»l that i~ necessary s for him v Apphy o
W statimy that he s a Member of the Company
when all other formalitie \
swith,

and Glaspow ¢

o
ousimess on bath gy
I um meationing .,

Wil be o digpensed

As o the current oottt Season, v will
be pleased 10 know thar turnover \h«;\\‘\ l
crease of 260 per cent over the
last year and may well reach an incrense of
30 per cent by the end of e Scison All we
ncc.d dare results favourable 1o the B;)nl'm‘ k L
\»\'lnch, I am bound 1w v up e
favoured our Customers, N

an o
same period of

o now haye

In conclusion, it s with pleusure that
on vour behalf all cmployees in
their efficient and loyal service

[ thank
1w Grroup for

THE IRISHT GLASS l?»()'l'Tl..li
COMPANY

(Manufacturers of Glass ('(ml.\incrs)
) The twenty-ninth annu
[he Irish Glass Botrle (
hcld' on November 161h in Dublin. The follow-
ng 18 an extract from the circulated statemieny o
Mr Joseph McGrath (1he chairman)
~ a
.}'or lAhc vear ended 27th June, 1961
was an increase of approxim
net profit earned.,
almost entirely to
sales,

‘ul general meeting of
©ompany  Limited was

ther,
'Pproximately /735,000 in 4

lllux merease has beep due
an increase in production and

In present conditions your
the dividend shoutd |
level as last year, numely, g 127
I[‘m.()mc Tax.  After proxtiding l:)
dividends and for the alloc l
serve of 50,000, bring
L150,000, there is an IllCl'k"l\' ‘
L1500 10 be carried for\\‘ur(} ¢ o

_(fommcming on an Agreeme
with the Metal Boy Compy vm[
establishment in Ejpe of 4 .r;) '
dustry, the chairmgy o P
will not only be »4n adwvy
through g divcrsi(iculion ‘ol;"
be of considerable benefi ‘lnlcrcx[‘
nomy as an indispcnsable seo :
ment of exports, e

Dirccrors feel 1

. e D a
be mamtained ‘

at the same
PCrocent e
. axaton »ny
anon 1o Genery| Re-

g the rowy] Reserve 1

APproximagely

. ehtered ingg
Lamned for
: Astyg pi
aid: Thiy

tor the
tekaging iy
developm,
' . cnt
age 1o the Company
) hm will also
lClNllll()l]:ll Eco-
e in the d«:\'c!op~
, Once more T am very gl
in the developme
of Wen[crt'(;rlc(i p(?;t[.“ O-f b~mh Froduction ,
of Wate Glass Limited during ¢ g s
o fa Nited ¢ past ve.
Phere v [hq:u.tg a substantia} increase i:m e
R » 11 e 3, l -
iy 20 the | 1cr‘c‘w._d production wag o
Uty marketed. The NCrense vere Jooen
seeured on export markers e larg
The reporg was

ad e
10 repory Progresy

d \alc l
cly
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COURT LINE LIMITED

GROWING BURDEN OF SHIPOWNLIRS COSTS
INSUFFICTINT GOVERNMINT AID TO MIET
OVERSEAS COMPLETITION
THE HON J. P. PEHLIPPS ON NEED OR MAJOR TAX
CONCESSIONS

The thirey-second annual general meeting of
ourt Line Limited will be held on December
2th in London,

The following is the statement by the chair-
wn, The Hon J. P. Philipps, TD, which hus
een circulared with the report and aecounts:
adies and Gentlemen,

T'he vear under review was vel another very
iicult period for shipowners, and spectally so
or British ‘Tramp Shipowners, While the graphs
ccently published show the Index of Tramp
shipping Freights o have hit the bottom during
uly and August, 1960, and the wrend since then
o have been fuirly continuously upward with
yecasional minor sethacks, this by no means tells
e whole story.  Equally misleading were the
recent headlines in one of our lc;lding‘ d;l'ily
newspapers which read ™ Four-year-old shipping
slump now ended.”

It seems to be forgotten that during these four
vears the cost of running our ships has been
steadily increasing so that what was considered
a reasonable freight rate four years ago cannot
possibly now cover both our operating costs and
the higher depreciation necessary on very ex-
pensive modern ships,

It is true that freight rates have recovered
somewhat, but cach small rise caused foreign
owners to bring out more of the old laid-up
tonnage, which  was  regarded as  practically
obsolete, but, which was virtually given a new
fease of life. Tt also gave encouragement for the
placing of fresh orders for larger and faster
vessels and thus évery improvement in freight
rates has been stified at birth, T wonder how
much longer it will be before those nationalities,

aawho, as I explained last year, have only rcccn!ly

? 2rgd the trade for prestige reasons, will realise
“hat they are not really carning profits at all after
aflowing {01 +he deprecintion on lhch: fleets. L.Yn-
fortunately, however, this is not a factor which
would cnter into their calculations or deter them
from adopting their present policies.

SHIPPING'S IMPORTANT ROLE

Thix country is suftering from an adverse
balance of trade to a large cxtent brpught ul_)ouc;
by the serious fall in inylsxblc carnings dex(‘jlve
from its shipping services which it use i to
provide on a world-wide scale. Qur Govern-
ment is still doing vir'tually nothing 10 l:lclp
maintain the vital Sh_ippmg Ind}lstr)f in its tight
against the competition to which it hns“ h‘clc’:n
subjected ever since the las‘t‘ war through “ Flag
Discrimination,” untaxed F!ags ‘of q?nvcnx-
ence ” and subsidised * Presrige Fleets.” The
only help they have so far offered is the
Investment Allowance which would h.avc been
far more helpful if i't had come earlier w}xen
we were earning sufficient profits to set it against.
Is it not vital, therefore, that. the Government
should now permit 'these allowances to l?c
credited back to previous years, when we paid
many hundreds of thousands of pounds in tax,
thus creating reserves to enmable us to place
orders for new ships with some greater degree
of confidence,

In the good vears after the war the CGrovern-
ment wok Lar wo much of our income in tasa-
tion and thus prevented us from setting ;1.sidc
suflicient ¢ash o keep abreast of our competitors
by modernising our fleets. Fhe Cireck (‘v()\'cyn—
ment have wisely given their shipowners major
tax concessions 1o build up every encouragement
in the way of powerful modern flects, but even il
British Tramp Owners could wiilise cach Invest-
ment Alfowance to the fully which for reasons
already stated they cannot do today, it would
only [;roducc an amount cquivalent 10 approxi-
mately 20 per cent of the cost of the vessel,

1 would like again 10 make reference to the
so-called Balancing Charge.  ‘This Charge was
apparently based upon the assumption that re-
placement prices would remain static, but, 10
fact, there was a rise of 80 per cent in the cost
between two similar vessels built i the years
1952 and 1957 respectively.

This rise in building costs in  naturally
reflected t0 some uxtent in the sale value of a
second-hand vessel, but, if a British Tramp
Owner sold the former vessel now, he might well
find the whole of the statutory depreciation
allowance he had received would be withdrawn
and the resulting tax repaid wo the Treasury.
It can be seen, therefore, how difficult it now is
1o replace such a vessel having regard 10 the
ever-rising cost of building. You will also appre-
ciate the difficulty in raising capital cither by
the issue of shares, or raising loans m a tight
money market subject to high interest rates, for
an industry which is apparently not considered
of particular national importance.

OPERATING RESULTS

I warned you twelve months ago that the
results for the year ending June 30, 1961, could
not be up 1o our usual standard.  You will now
see that the operating surplus way (103,112
compared to £393,769 in the previous year. Thus
for tl. . first time since the war we did not fully
carn the depreciation on our fleet amounting to
£217,392 per annum, We should, therefore, have
had a debit balance for the year of £41,072 if
it had not been for a profit of £88,737 rcalised
on the sale of short-term investments. A credic
of £28,608 on Taxation Account has been
brought into Profit and Loss Account and
£23,607 has been transferred from Contingency
and Survey- Reserve to meet cxpenditure on
special surveys and certain repairs not recover-
able under our insurance policies. There is still
a balance of £315,876 to be carried forward after
paying the final dividend of 3d. per share, less
Income Tax, as forecast last May.

1 am afraid that it is difficult at present to
forecast with any degree of accuracy the results
for the current year, but assuming that a con-
tinuing cxpansion of world trade results in an
increased demand for shipping services, some
improvement can reasonably be expected.

THE DIRECTORATE .

You will see in the Directors’ Report that
Mr H. N. Haldin, one of the Directors retiring
by rotation, is not secking re-election in view of
his many other commitments. We are very

N4]
~orry Lo lose him as he and has tuovly have been
Closely associated  with this Company and its
predecessars since 1905, Since the end of the
vear under review, AMr John Young, who has
recently relingquished  his apointment of Man-
auing Director of the Hector Whaling Company,
has joined our Board.  In uccordance with
Article 117 of the Articles of Association his
appointment can only have cffect unul the dafe
of this meeting, but 1 strongly recommend that
vou now re-elect him,

T'hese have been difficult times and T feel sure
vou would wish me to take this opportunity of
thanking on vour behalf all our swaff, both ashore
and at sea, for the part thev have plaved in
helping to keep our fleet running.

You will recall that in December, 1938, we
ook powers to issue share certificates with
mechanical signatures,  As it has now become
common practice 1o dispense with signatures on
share certificates and as we shall shortly have to
obrain a new stock of these, T and my colleagues
feel that it would be opporwune to ask you for
the necessary powers now, We are therefore call-
ing an Extraordinary General Meeting to be held
immediately after the Annual General Meeting.

THE ROVER COMPANY

HIGHER TURNOVER BUT LOWER
MARGINS

The sixty-sixth annual general meeting of
The Rover Company Limited will be held on
December t4th in Selihull. )

In the course of his circulated review, the
Chairman. Mr S, B. Wilks, states: The year
under review has been a difficult one in many
ways, not only for us but for the Industry
generally, and it is therefore particularly gratify-
ing to be able to tell you that our overall turn-
over in value and in numbers of vehicles sold,
has been marginally higher than last year, which
itself constituted a record in the Company's
history, ]

Despite higher turnover our profits are sub-
stantially less, and reilect the lower margins at
which we have had 1o operate. Costs have con-
tinued, and are still continuing 1o rise, not only
directly but also as a result of loss of output due
10 stoppages.

These two problems of rising costs and
wasteful stoppages will have to be solved if this
country is to compete successfully with its over-
seas competitors especially if, as scems probable,
we join the Common  Market.

Our plans for expanding our production
capacity and improving its efficiency are pro-
ceeding satisfactorily.

During the year our Land Rover plant ar Port
Elizabeth in South Africa has been completed,
and is now operating, and arrangements have
reached an advanced stage for opening an
assembly plant for Land Rovers in the Central
African Federation. '

We are still continuing our development of
the Gas Turbine car. Qur latest prototype will
be undergoing extensive testing in the coming
months. This latest prototype has been designed
with the possibility of future production in mind -
and, whilst no definite date can yet be given -
for its introduction, our engineers are well satis-
fied with the progress that is being made,
~ Rising costs, restrictions at home and increas- -
ing competition abroad, are bound 1o have their
effect on our current year's results, As to ‘the
long-term future, I am confident that we, in
common with the fest of the Brirish M:)wr )
Industry, whatever short-term difficulties may be
encountesed, will continue to expand,
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COAL SALES MAINTAINED AT
SATISFACTORY LEVEL
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The lollowing iy from the statement by the
Sharman. Mr PoHL AL Brownnigg, which hae
culated with the annual report and
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HCCOUNLS .

Siles of the Compioy's products bave been
muintined  woa satistuctory levels Although
col sales of 3.418.934 tons during the lust finun
cial vear were 430,684 tons less than ihe pre-
vious vear, this drop was anticipated and was
!im()‘-!'cmirdv due 1o the increased availabiling
of Kariba h_\klro-rlcuric power, and a conse-
guent reduction in coal demand for thermal
pO\\‘Cf 5‘1\\’\01\\._ SLllL‘S 10 U[hcl’ CONSUICTS WOere.
howesver, generally higher than in 1960, and i
is hoped thar this trend will continue during the
ourrent year

Supplies 10 the Rhodesian Ir<‘m :m‘d Steel
Compuny have shown the largest single merease.
Althouch this s due m part 10 the operation of
helr own coke ovens, for which Wankie sup-
plies the coal, the Tron and Stccl_ Companv’s
wta) demand has risen sharply during the vear

as o result of an expansion of e acuvities

COKL DEMAND IMPROVED

Coke demand improved during the course of
the vear, and by the year end, proﬁucuqn had
luccx{ increased to near Maximum. Sales for the
vear, however, showed a small decrease com-
barcd with the previous year, but the los‘s ol
coke sales 1o the Rhodesian Iron and Steel Com-
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of owr pradact which e readd menare ol how
competitive nrural rubber sowntho e svnthieri
wbatitue, The price of nataal rabber i e
past bee fluctuated widelv on e world vk
md the devel s been bosed manty one the

pany wis faruely offser bemoreeed wades 1o
other consumers,  Sales of the vanous by
products  wuere  generally higher. particalarly
the sale of taes used for rond boitding e the
Federation and the Katanen Although sales of
building bricks were lower in quanuty, sales ol
refractory bricks were Iighior, and th resulied
moanoincrense i the vadue ol our ol bk

sales.

The tradime profir for the vear, alier provid
e for direcrors” emoluments and o um o
LASSII21 for depreciution and amortsution, was
L138T1.257 compared with £ 13535827 [ast ven
Ouwr mcome  from mvestments,  however,
contitiues  to rise and ahis o ovear reached
2703754 compared wnh 27307900 w0 he

Provion . year.

The profic for the veur. boelore waxauon wa.
L1.3323730 "This is 100,687 dess than Tast vear.
but in view of the cconomic vonditions the ow
come of the vear's operations can be regarded
av satisfactory, A sum of 2570000 was pro-
vided for taxauion, of which £35000 has been
nansferred from tax equalisation reserve. The
rate of income tax applicable to the Company
wias incrensed by 6d. to 8s. in the [ during the
vear, which resulied in an additional tax liability
of 135454 for the year. The prohiv alter tax
wis £1997.373 compured with £.1,084,060 last
vear, and we have again been able 1w declare
Eiividcnds toralling 1s. 3d. per shave ont of cur-
rent profis.

The seceptuee of the new constitmional pro-
posals for Southern Rhodesin has brought a
ceneral improvement in political and cconotnic
conditions in the coumry.  We cun tow expect
some increase i industrial development and a
gradual improvement in demand for vour com-
pany's products.  Although « further small drop
in coal sales is likely during the current vear,
therealter we estimate tha sales should gradu
allv increase.

CUrs IN PRODUCTION

By uagreement with the Southern Rhodesin
Government the notified average selling price
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SMITH’S STAMPING WORKS
(COVENTRY) LIMITED

MODEST PROFIT INCREASE IN
DHFICULT YEAR

The Sixty-sixth Anpual General Meeting of
Smith’s Stamping Works (Coventry) Limited
was held on November 20th at the Queen’s
Hotel, Birmingham, Mr H. B. T. Wilde, FCA
Chaitman of the company), presiding.

The following is his statement which had
been circulated with the report and accounts for
the vear ended August Sth, 1961:

I present on behalf of the Board our veport
on the Compuny's activites during the last
linancial year,

The wading profits of the Group were
£353919 compared with /324,125 and after
providing  £162,205 for depreciation  against
L148877 and including otber  income  there
remains £393,627 compared with £379,263.

Taxation, which this year includes the addi-
tional Profits Tax for four months, will absorb
4,220,738 leaving a net profit of £172,889 com-
pared with £181,233.  The relief i respect of
Investment Allowances on capital expenditure
was £25,300; last year £24,000.

Expenditure on plant and cquipment in the
year amounted to 237,500 and the outstanding
balance of expenditure sanctioned was £174,000.

1 warned you last year of the cffects of any
period of recession on supply companies, such
as ours, and in fact the demand from the motor
indusiry began to fall in the late autumn and
continued until the spring, with the result that
we were not able fully to employ our plant
Japacity,
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The troubles with which the motor industry
fias had to contend not only reduced their over-
all demand, but from time to time brought sud-
den interruption or suspension of schedules with
consequent upset to our production flow.

Nevertheless, the output of our Works
increased in the year by some 5 per cent, and
this, coupled with the benefit from our capital
expenditure, has enabled us to carn a modest
increase in profit in a difficult year,

THE FUTURE

The immediate {uture is still abscure, but we
belicve the expansion plans of the industries
which require our products will, in the long run,
enable them o improve their share of the
world’s markets and in that belief we have
expanded our production capacity.  Thercfore
il we can but look forward to a period of greater
stability in industry generally, we on our part
are confident of our ability to meet and satisfy
any progressive increase in demands made by
our customers.

We recommend a final dividend of 6 per cent
making 10 per cent for the year on the Capital
as mcreased a year ago. The sum of £90,000
has been transterred to the General Revenue
Reserves of the Parent and Subsidiary Com-
panies, and (5,872 retained as unappropriated
profits.

The wading difficultics of the year and the
problems associated with the progressive instal-
lation of new equipment have been met and
overcome by our staff and operatives with
energy and enthusiasm and I would like 10 say
thank you to them all.

The report and accounts were unanimously
adopred.

TRAINING,  esoccially  for

843

DUCTILE STEELS LIMITED

VERY SATISFACTORY RESULTS

The twenty-fifth annual general meeting of
Duetile Steels Limited was held on November
17th at Willenhall, Mr R. Sidaway (chairman
and joint managing director) presiding,

The following is an extract from his circulated
statement

On June 24th this year we celebrated our
Silver Jubilee as a Public Company. The results
must be considered very satisfactory in view of
the increases in cost of pensions, wages, fuel,
transport and National Health charges.

The maximum selling prices of a large propor-
tion of our Group products are controlled by
the Tron and Steel Board—a body set up by the
Government.  Far from increasing these prices .
to cover increased averheads the Iron and Steel
Board reduced them on November 28, 1960,
Later, on June 19, 1961, an inadequate increase
of 1 per cent on the maximum selling prices
was granted by the Iron and Steel Board.

Tt is most discouraging to find that in spite
of the saving we have made in the cost of pro-
duction by the installation of new and expensive
plant, we are robbed of the full benefit by the
increased costs we have been forced o bear and
over which we have no control.

In my last report I hinted at a possible slack--
ening in demand later in our financial year. In
some of our Companies this was apparent in
Janvary and this situation has progressively
become worse. In an effort to make up for the
reduction in demand on the home market
strenuous cfforts are being made o increase
CXPOrts.

fl‘hc report was adopted,
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Unchanged Interims

Ganst the background ol narrower
profit margins and the Chancellor’s
request for dividend restraint it is not sur-
prising that the latest batch of interim
dividends from the bigger companies mn
British industry contains no higher pay-
ments. though two of the dividends would
probably have been  raiced but for the
Chancellor’s request. By far the gloomiest
of the statements accompanying the main-
rained  dividends came  from  English
Flectric, whose directors have qualified
their carlier forccast, made at the time of the
W. H. Dorman offer, that the total dividend
would be maintained at 10 per cent. They
now say that “the amount of the final
dividend for 1961 will be determined at
the appropriate time on a consideration of
the final audited figures and the prospects
for 1962.” )
While English Elcctric’s sales have risen
and the volume of new orders has been
maintained there has  been a  further
deterioration in margins which were already
very low both at home and overscas. D.
Napier and Sons, morcover, has not made
the improvement which it had been expected
to make. The latest Government measures
are also having a depressing effect on trade
and they will also presumably be reflected in
higher interest charges. Thus English Elec-
tric’s profits for 1961 are expected to be
¢ appreciably .lower ” than they were in
1960. Clearly the directors of English Elec-
tric will be most reluctant to cut the divi-

Interim
dividend Prev. Price Yield
Prev. Latest Total A
% Y% %
English Electric .... 3 3 o 27/3 73
Hawker Siddeley... S 5 106 21/6 9.9
Eiliott-Automation.. 5 5 13 38/1', 17
Amalgam. Roadstone 5 5 121, 37/t 3-4
British Plaster Board 4 4 iy 23/9 47
Berger Jenson and
Nicholson ....... 4% 5 141 6/9 8-0
* For a shorter period. 1 Forecast.

dend. but if they do leave it unchanged it is
not likely to be anything more than barely
covered by earnings.  This is a further blow
to any hopes that the electrical equipment
industry was over the worst of the slump
and English Electric shares lost 4s. od. to

is implicd.  This 15 only a fraction below
the scaled-down cquivalent of 10.6 per cent
paid in 1959-60.  The directors say that
results for the year 1o December 31t will
be affected by difficult trading conditions
particularly in the export ficld and by con-
tinued expenditure on development and
rescarch, [t would be surpricing however
it the latter charge does not fall below the
level of £15.6 million spent in the seventeen
months to December 31, 1960, With a big
order book on both the industrial and
aviation sides of the business the outlook
for 1962 is regarded by the directors as
“favourable.” No mention is made of the
Canadian group. which is likely to  be
trading morc profitably now, but the dirce-
tors say that substantial progress has been
made with the streamlining of the group and
the integration of de Havilland, Blackburn
and Folland. But the statement has a
gloomy twist for the group’s Gloucester
factory will be closed by the middle of next
year unless Government orders of “suffi-
cient magnitude V are received soon.

Following an optimistic statement from
the chairman last June this week’s interim
report  from  Elliott-Automation  makes
encouraging reading—as indeed it must
it the current low yield of under 2 peor
cent is to be justified. Both ord.rs received
and deliveries in the first nine months of
1961 have shown a “ substantial advance.”
Profits have shown a corresponding rise and
while the abscnce of any concrete figures to
back these phrases up is to be regretted the
implications for the ordinary dividend seem
clear. Indzed the directors say that under
normal circumstances they would have felt
justified in raising the interim dividend :
they have deferred consideration of any
increase until the final payment is declared
in April.

From the dircctors of Amalgamated
Roadstone came a similar declaration when
they announced that profits for the year to
October 31st show a ** substantial improve-
ment.” There seems little likelihood that

-the demand for roadmaking materials will

slacken and sharcholders must stqnd a good
chance of receiving something higher than
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[313)1?1]&, ,lbc merger of these two paint com-
ih- 1\5 a‘r‘. now having a beneficial offect and
0{L(uru,‘mrs hav"c forecast a tinal dividend
i 9 per cent. This total of 14 por cont
payment will be equivatent 1o the 10! per
e a3 2 3 . g :
qtlcn) paid for the previous nine monthy
accounting period, when the dividend was
not tully covered by carnings B

Clearly  economics resulting

Brewing Results
A\(l:;ma;; by Canadian Breweries and Mr
o L b Taylor, United Brewerics has

. expanding  quickly through  the
acquisition of other breweries, but s h'L
tons received a severe sctback in\1\2;{m 'll;
when Courage Barclay Simonds wo ar;\‘
struggle for Bristol Brewery Gcérgcs an "
it rcmaltllls to be scen whether the ﬁnax(\)(?::’
Br(‘)r t e desire—is  there for  United

eweries to become a major national
group, as opposed (o an important regional
brcwcr: The first full year's results !(;)f tlfc
;g;l(;tlgl ndlgrcl crscsastohx;a;blgh cnlcouraging, though
e late 1 ;

Xlo‘t;'ld hafvchbec_:n considcrestd?s?r;gggri::é

1ew of the rise in beer i
the increase in prices. T}fg ndsi‘;;?t):)lro‘“hand
raised the dividend from a forecastsofavc
PEr Cent to 12} per cent. They h e
given an adjusted comparison of pre-tax
profits for the companics which ¥ o

‘ _ now con-
satlxjt(;lli: tlhfI group and this shows a rise of
2, per cent f ‘
oAy rom [2,485.000 to
On
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tions, while the dividend is one point more
than that forccast in May. The bencfits
of this merger can scarcely be reflected in
the latest results nor the lager agreement
with  Carlsberg.  Merger  talks are now
taking place with Warwicks and Richard-
sons which trades mainly in Nottinghan,
Lincolnshire and Derbyshire, and  which
has achicved a sharo rise in profits.  The
low yicld on its shares reflects the possibili-
tes inherent in a merger with the larger
brewery group.

A similar return is offered by the ss.
shares of Strong and Company of Romsey

COMPANY AFTFAIRS

which has trading links with Whitbread.
But for the Chancellor the dividend would
have been raised by more than 2% points ;
some part of the increase in profits may
sem from the summer holiday trade, for
Strong controls about 750 houses in the
west country.  In Eastern England an im-
portant cvent in the brewing industry was
the joint acquisition of Morgans Brewery
by Steward and Patterson and Bullard.
The latter’s figures do not reflect the full
benefirs from this purchase and the bigger
profit ariscs from higher sales and from
better profit margins.

Decca Record

Ar 67¢. and 65s. the 10s. ordinary

and the “ A ™ shares of Decca Record
stand about 10s. higher than they were
when the preliminary results were pub-
lished in the middle of October and about
15s. above the levels of a year ago. This
partly reflects the interest of American in-
vestors in the shares, but on the maintained
dividend of 23} per cent the yields arc now
down to about 3} per cent and such returns
would be suspect if there were signs of a
decline in sales in the gramophons record

Copper on

A' some point in 1962, the prospsct for
copper could brighten significantly.
But in their annual reviews, the chairmen
of the two big Rhodesian copper mining
groups do not offer sharcholders much
guidance about the likely pattern of results
in the current financial year. The conclu-
sion 1o be drawn is that they are not con-
vinced that an improvement in COpPPST 1S
imminent, and that therefore the copper
companies will probably continue to mark
time for most of the remainder of the finan-
cial year to the end of June. The quarterly
results of the Rhodesian Selection Trust
group show that profits in the first quarter
to September were lowcer than a year
carlier.  Copper prices began to weaken 1n
the September quarter of 1960 and the 10
per cent reduction in production or sales
put into effect at the beg nning of October
last year is still in force. The average price
for copper was about £230 a ton n the
financial year to June; and since then prices
have remained at about the same level.
But basing output curbs on capacity will
llow some expansion this year in copper

&7 odyction. Mufulira, for example, would

be entided to raiss its production by 14,000
tons to 115,000 tons cven if restrictions
remain in force. -

Both chairmen, however, dwell on the
sound long-term prospect for copper. The
major expansion schemes are coming to an
end and, on all reasonable assumptions, the
demand for copper should grow. Just how
much weight ought to be given to these
considerations is difficult to gauge: Sir
Ronald Prain thinks that © before long ™ the
large reserves of copper which still exist in

the Level

central Africa will be need:d. At the
moment there can be few doubts that there
is too much coppsr for comfort; despite
the output restrictions, a huge rise in Euro-
pean consumption last year and a strong
growth in indus:rial production in the
United States, the surplus has not been
significantly reduced in the past year.
Outside North America, manufacturers’
stocks have risen as much this year as in
1960. Only in the United States have they
fallen, and American producers will be the
first to benefit from the improvament there.
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Two large American groups have returned
to full production and American output in
October reachad a record level. Companies
in the Anglo American group are paying
the price for their decision to stock copper
rather than to reduce output in order to
achieve the 10 per cent cut in supplies.
Rhokana held back 7,000 tons of copper in
the year to June, raising the value of its

stocks from £4% million to £6 million. The
cash balances due to it from other members
of the group have fallen by a similar
amount. If this policy has bzen maintained,
a further large sum must have been
absorbed by stocks since June.

Roan Antelope and Mufulira in the
Rhodesian Selection Trust group suffered
a fall in their liquid assets largely as a result
of development expenditure. The financial
strength built up by the copper companies
in earlier years is now an important factor
because of the low investment status to
which political fears have reduced them.
The expansion at Mufulira that will add
about §0 per cent to its productive capacity
in a year’s time will bz financed without
making any calls on sharcholders, but early
profits from that project will have to be
retained.  Chibuluma will not pay a maiden
dividend this year because, having paid
back a £5 million loan from the United
States, 1t will nsed to provide internal
finance.

Over the next three years, {6} million
will be spent at Anglo American’s Bancroft
mine to raise its mill output by 5o per
cent. A fall in the grade of ore milled there
last year was partly responsible for the
sharp fall in its earnings. A £5 million loan
that was due for repayment at the end of
1960 has been extended for another year.
Rhokana’s relatively good profit p=rform-
ance last year was brought about partly by
a reduction in costs that would obviously
not have occurred had the company not
followed a policy of stocking copper.

In the production of cobalt, Rhokana
appears to have suffered a considerable set-
back in the quality of its ore, though
Chibuluma’s cobalt production increased
and the market price was stable.
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