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Consequences of the Tar® .

The Honorabls
The Sscretary of State,
washington, D.C.
8ir:

I have the honor to enclose as of interest to
the Department and possibtly also to the Treasmury &
ecopy of a repart sntitled, "Portugal-Some Plmancial
Consequences of the Ter®, prepared last month by

iy Stanley Wyatt, then Pinancial Adviser to the
British asy in Lisbon.

Shortly after completing this report, Sir Stanley
Wyatt returned to London to reenter privete business,
hl'ﬁ completed his work here. This repart my

be viewed scmewhat in the light of his
" gwan written as he was rounding out and btringing
to a closs his duties in this country.

3ir S m:t requested that the report be

sification, in part beocause

hlvn!.ulnrtﬂno]iﬂnmufh.{:min it, In

view of Sir Stanley's own stand ing in British financial

eircles and his intimate imowleige of the subject

1t is thoucht that the report may have specla inferest.

Prlor to his departure, the rmbassy indicated to

him its apprecistion of his courtesy in making the

material availabls to 1t.

Fespectfully yours,
For the Ambassador:

Charles L. Dickerson, Jr.
Pirst Secretary of Embassy
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PORTUGAL - SOME FINANCIAL CONSEQUENCES OF THE WAR.

I__ INTRODUCTORY.

—

It was natural and inevitable that Portugal as a
neutral country sheuld benefit financially during the
war by the sals of certaln of her products to the two
groups of belligerents at competitive and consequently
high prices, as well as in other ways. Portugal, for
several of whose traditicnal exports there was little
or no demand in war-time, hed the good fortune to find
more than compensatlon in the production in large q -
tities of twd partioular commodities for whioch o WAS
a large maricet, sardines and wolfram one from her seas
and ths other frm her land, and for which shes was
able to get her own prices. 3Shipping was made avallable
by the Allies, the Axis Powers having rallway and road
transport facilities through Spain snd France.

On the other hand, war conditlions lnvelving blockads
control, the scarcity of shipping, as well as the switch-
over in balligerent countries of raw materlials and manu-
factures to their war requirements, all had the effect
ol rui:riﬂtlng Portugal'a imports. To the extent that
this restriction applied to raw materials, machlinery and
other industrial imports, it affected adversely FPor 1's
sconomic position while improving her financlal sltuatlon.

leu- iéihiq::;;n n:rlhirpiy increased e 1nt- ;nd
until quite rec stationary imports | ue
had the effesct, ear ;' in 1941, of turning ths f.:u:!n&-;: 1
Balance from an unfavoursble into a very favourable one.

The following offilclal rigures of a few exports
give no more than an indication, up to the-emd of 1543,
of scme of the réasons for the Improvemstit In the Com-
mercial Balance, to which further reference 1s made later:

1939 1940 1941 1942 10435
Tons Contos (Contos Contos [Tons Contos Tona Contos
3077 28651 68785 541612 4801 1283483 6792 844960

36127 198002 172 35 448923 13270 135020 22585 445123

- - - 90121 1792 224068 2100 332142
1600 . 17800 10141  T14l 10 1147 172 3885
46541 67295 30188 021166 33563 161254 27395 106803

In 1944, wolfram officlal exports for the first sleven
months fell to 2,765 tons valued at 322 thousand ocontos
but sardines were maintained in quantity and value. The
rise in the average price of wolfram from juat over nine
ascudes & kilo in 1930 to two hundred and aixty-seven
escudos & kilo in 1942 and one hundred and twenty-four
in 1943 will be noted, It was at the end of 1941 and
early in 1942 that wolfram reached fantastic prices, up
to &5,000 and &6,000 a ton for a time, Later on, as from
the lat March 1942, the officlal price was fixed at &1,200
a ton plus &300 a ton export duty.

Apart
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/ Apart from the improvement in trade, Portugel has

besn & home during the past flve years for many foreligners,
officials and others, many of them well to do, who have
spent in one way or another a lot of money in thls country.
Last but not least amongst the windfalls has been the heavy
expenditure during five years by the BEritish, Amerlcan,
German, Italian, Japenese and other Diplomatic Misslons

in varlous ways.

Most of thls has been reflected, through the
Cormercial Dalance or the Balance of Payments, in the
sltuation of the Portuguese Banks, and, through them,
in that of the Bank of Portugal, the Central Bank,
though & good deal remains in the pockets of a, generally
speaking, non=-banking public,

11 THE PORTUSUESE BANKS AND

AW ] 1

In order to see the effect of thla prosperity upon
the Danks, and es a short cut to that end, we have amal-
%nnntnd into one the Nalence theets of all the Banks

except the Bank of Portugal), together with those of the
recognised Banking Firms and the Savings Banks. The
difference in thelir amalgamated situation at the end

of 19390 and at the end of 1945 1s shown below:-

1938 18435 1930 1943
Escudo deposits 5,305,913 13,717,463 gaah in hand 249,77 507,906
ash with
Creditors 1,004,844 2,182,228 other bnnkui_ggglgE% %‘%5%‘%5%
] »
Bills payable 39,221 108,434 Investments 870,104 2,306,510
Bills 1,504,466 2,187,730
Advances E,aw,ag; i,g?,ﬂﬁﬂ
Dabtors 1,132.9 7,325
TLT,0T 15,707,158 TR, 048 18,650,451
Poreign Currency Forelign
Creditors 834,623 B38,457 notes %c. 16,252 66,005
Porelgn :
Bills 68,726 72,532
Correspondeants
abroad 656,248 830,500
Inatallatlionsa
ete, 248,764 233,579
Other credit Other debit
balances 1,821,620 1,985,904 ©balances 1,952,040 1,781,006
Capltal,
Reserves and
Proflts 860,760 1,210,686
Contos 9,966,981 19,742,172 Contos 9,066,081 10,742,172

(Unless otherwlise stated, all figures are glven in Contos,
i.s, thousands of Escodus, to which the sddition of one
"o" gives the equivalent in sterling.)

The above amalgamation includes the followling more
important Banks, Banco NHaclonal Ultramarino, Banco Espirito
Santo, Banco Lisboa and Azores, Banco Fonsecas, Santos &

Viana,
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viana, Banco de Ango
& Sotto Mayor,
Credito Fr
least, the
and so 1t may be
asasts positlion ©
It does not include the Ba
reference ls made
desposits of the Bank of For
the other Banks and the Stat
would be a duplleatlon of depos

la, Banco
of London &
Banc
Pank

f Portuguese f
nk of

Borges & Irmao,
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present t

later) because,
tugel

i 4!4

panco Pinto
gouth Amerlca (Lisbon),

o Burnay end, last but not
Geral de Depositos)
he liabilitles and
1g] satablishments.
Portugal({to which detalled
to the extent that the
include cash deposited

e Savings Bank, there

lte.

inanc

The development of the above 1iabilities and asseta
during the four years may be shown ir, a more condensed
form as follows:
Liabilitles Assets
Contos Contos
Increased Deposlts 8,010,551 Increased cash in hand .
do, Credltors 1,177,383 do. Cash with other
banks 6,035,022
do. Other credlt
balances 237,331 do. Investments 1,436,408
do. Capital end do., Bllls 683,264
reserves 340,926 do, Loans and
advances 520,796
do. Debtors 968,657
Decreased other » »
dsbit balances 126,579
9,775,181 8,775,191

This indicates an

and ten

&90,000,000 and &100,000,000 st
of the financlal astablistments
asssts were doubled in
by far the greater part of
form of cash which cannot
The rise 1n Investments also
not entirely unremmers

axtent of the increases in Bill
that the Banks have been abls t
funds in thelr ordlnary
increases were T@

the

Te

The indicatlons are that
in Deposits, on the one hand,
on the other, continued.
Benco Eapirlto ganto rose 1n
the chief counterpart-asset inc
Bills 111,000 and Investment 92

Altogether, 1t may be
of all the Banks and Savin

two million contos during 1944.

gcoreatlion up
millions of
the first four
be employed Te
tive.
banking business
latively small.

during 1944 the
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that year by

egtimated that
a Banks lncreas

to the end of 1943
contos (between
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s means that theae
years of the war,
remaining in the
mmeratively.

ts surplus funds,
It is only to the
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o employ thelr additional
and sach

increase

pressn

increass

and Cash
the deposits of thes
412,700 contos,
reases being Cash 126,000,

,000 contos.

the deposlts
ed by another

Despite their inability to
rermneratively, the Banks have
profits durling the war, &8
show =

tha following e xamples

1 their ds oslts
anmal net
{in contos)

employ &l
made inereased

1959
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1938 1940 1941 1942 19435 1944

Espiritc Santo 7,600 9,658 10,519 12,866 14,827 15,000
Banco de Angola 6,443 6,528 7,038 11,940 13,466 T
FPonsecas, Santos 2,792 35,933 5,456 6,802 7,472 8,863

& Viana
Banco Lisboa & 3,458 4,027 4,281 4,331 4,362 4,540

Agzorea
Borges & Irmaoc 2,482 3,503 4,034 5,071 6,060 6,445
Pinto & Sotto 2,027 T | 3,527 3,006 3,518
lMeyor

There is good reason to belleve that In scme cases,
notably Bspirito Santo, the real net proflts were very
subatantially greater &uring the past three years than
the above published figures indicate.

II1 __THE BANK OF PORTUGAL.

1., EXPANRSION OF ASSETS &C.

In the attached Anmex "A" are shown in columar form
the Bank of Port 's published Balance Sheets from the
%1st December 193% to the 27th (not 3lst) December 1944
both inclusive, These show the yesar-bDy-year dmlnpmn‘:
in the Central Bank's assets and liabl ities but & clearer
appreciation of that development during the war la perhaps
u?t;igggirram the following summarised comparisen of 18
with .

AS3ETS 1939 1944 LIABILITIES 1938 1944
[ ]
Contos Contos Contom Contos
Gold g%0,407 1,11Z,°43 Deposits . 6&70,880 9,776,795
Gold Aglo
balance 306,500 - Note Issus £ ,6550,411 7,503,608

Gold=backed assets

abroad etc. 869,048 _5,772,881

Reserve-assets
2,186,136 7,185,124 3,421,271  17,280A400
Other Punds in varlous Creditors in
currencles 250,182 9,100,439 forelgn curr=- .
’ ’ ’ ency 398,787 259,333
Bills 420,444 256,332
Investments 116,150 307,452 other cradit
woans & balances 746,841 635,542
advances 32,200 200 Capital,
ioin 8,559 3,872 [iessrves and
itate Debt 1,035,733 1,022,851 Profit & Loss :
huildings and Balance 196,773 189,804
installations 35,498 30,111
ither deblit
balances 698,761 359,898

TS BT 15,50, 0T0 g g 4TTETETE 18,555,070

"
a
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The expansion of the Central Bank during the war
may be shown otherwise, as followa:i-

Increases in Assets Increases in Punds
and Lisbilitles
Resesrve-Asassts 4,999,000 Bank deposlts 8,260,000
Other Funds in Various government deposits 2,433,200
Currencies 8,879,000 Other depoalts 212
Investmenta 281,000 2 H00 ,
Note Issue 000
—IZ, 159,000 I%"GOU, r
laas less
Decrease 1n Bills and Dacrease in other
Other Deblt balances
eto. 558,000 items 258,000
13,601,000 13,601,000

The cutstanding features are, on the llabilities side,
that the sscudos deposits, mainly by the Banks and the
Public Tresasury, have been increased by over eleven times
thelr 1939 figure and the Note Issue has been trebled., On
the asssts side, the increase has been almost entiraly in
the rirst thres items of the published Balance Sheets,
namely Gold, Gold-backed Assets and other Resarves, (which
two compose the reserve-assets sarmarked against escudos sipght
1iabilities) and Other Punds in Various Currencles. Other-
wise, the only notable increase is in Investments, for
the Bills and other assets show dscreases. The relatively
small incresss in the asset described as "Gold" iz no
indication of the real increase which has taken place
in the Bank's holding of the metal, the war-time acquisition
of gold having been spread, for the sake of secrecy, over
the three above-mentioned main assets.

2, SOME EARLIER BAIAMNE SHEETS .

Before considering to any further extent the Bank
of Partugal's expansion during the war and 1ts present
situation, it may be well to refer shoriy to the 1939
and 1940 Balance Sheets.

The Balance Shest at 3lat Dacember 1938 may be looked
upon as representative of the Issue Bank's normal pre-war
situatien, which had undergone very 1ittle change since 1835,
That Balance Sheest was not unl{.n clear and frank publica-
tion in itself but it constitutes a useful basis from
which to survey those of subsequent years with thelr
abnormally large figures of certain assets and liabilities,

The Bank's Statues of June 1931 had provided that
particular aasets were to be considered as a ressrve agalnat
the sight liabilities including the Note Issue and such
reserve was not to be less than 30%. At the end of 1939,
the position in that respect was the followingi-

Escudo sight liabllitles:-
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Escudo ligpt_l;nbilitiau=- Contos
Notes in circulatlon 2,550,410
Deposits and current accounts =
Banks and Bankers 602,981
Public Treasury 160,733
Public Credit Comnittee 37,859
Sundry 60,287 870,860
3,421,270
Reserve-assets -
Gold (61274.750112 kllogrammes valued
at 15.022 escudoa per grammé, which
was then equivalent to about 85
shillings per fine ounce ) 920,497
Gold-backed assets abroad etci-
Funds in foreign currencles 626,811
lass
100% reserve fgr inruign . o
currency limbilitles ST
—254,072
3% Portuguess External Debt 242,236 536,308
1,456,805

This gave a ratlio of reserve-assets to escudo sight
11abilitiss of 42.58%, even with the gold at a low valuation.

In the 1940 BDalance Sheet some importent changes,
as compared with previcus years, werse noticeable aa to
the information gliven abou the three main assets., For
the first time the quantity of the gold stock was withheld
and no details were given of the composition of the second
asset "Gold-back asseis abroad etc.". Moreover, the item
gold Aglo was no longer shown separately but had been
merged, presumably, in the asset described as "Gold".

There appears to have taken place something of a
peshuffle of the component parts of the three main aseets,
whilst conserving thelr traditlional headings.

Consequently, it has no longer besn possible since
1939 to establish from the published Accounts and Report
esither the quantity or the valuation price of the Bank's
gold stock, nor the exact nature of the other assets
held as & reserve agalnst the sight liabilities. This

of aasets, started in 1940 and continued to

the present day, has been affective in so far as share-
holders and the Publlc are concerned.

It is true that the Benk continues to publish a
weekly Balance Sheet which shows the percentages of reserve-
agsets to sight liabilities but the component parts of
such assets are no longer given or known.

| At the 31lst December 1940 the only details published
| in this raspect were the followlng:-

Escudo sight liabllitles:-
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Escudo aight liabllitles:- - Contos
Notes in circulatlon 2,903,438
Deposits and current asseta:-

Banks and Bankers 861,008
Public Treasury 247,160
Public Credit Committee 63,901
Sunéry 186,518 1,317,678
4,221,118
lisserve-nasets i-
Gold (no qunntitg glver.) 1,239,496
Gold-backed mssets abroad etc.B69,208
less:
Foreign-currency llabllitles
reserve 235,716 633,492
1,872,980

(Ratio = 44,.37%)

Oon the 10th October 1940 s Decree-Law (No. 30,783)
provided that, slthough the moment wes not yet opportune
to values the Bank's pold stock at its current market
price, nevertheless the stock should no longer be shown
at less than cost price, The Bank, therefore, was authorized
to value its gold at 15,022 escudos per gramme, as hiltherto,
but plus the balance of the Aglo Account, which consisted
of the sccumilated differenceas beatween that value per gramme
and the real cost prices of the various parcels of go
purchased to that date, The aglo balence had been shown
separately, hitherto, in the Balance Sheet but 1t had not
been taken into consideration in calculating the ratio
of reserve-assets to sight liabllitles.

It may be worth while to reproduce here (in summary
form) the following explanetion which appeared in the Bank's
Annual Report for 1933 as to the then method of caleculating
the gold stock and of the nature of the Gold Agio Balance.

"The Bark 1s obliged for Balance Sheet purposes to
valus its gold at 110 escudos por gold pound. In fact,
however, all the purchasea of gold since the fall of
sterling have been made at & higher rate than thias and
the surplus cost of each pvrchase 1s deblted to Aglo mccount,
The ggio, therefore, is & cumlative figure composed of
the diffsrence in price between gold at 110 escudoa per
gold pound and the actual cost of each succeasive purchase.
For l::ug%g, the Aglo Balance at Ilat December 19535 was
225,202, escudes. If, however, all the gold purchased
since the fall in sterling were valusd at the market
price ruling at the end of 1933, the excess of that
valueticn over that of 110 escudos per gold pound would
be 270,608,000 escudos, 1.e, 47,496,000 escudos more than
the Agio Balance shown in the 1933 Balance Sheet. The
Aglo contains nothing but those excesses of cost prices
over the fixed valuation price.”

That




That was the poaltion in 1933 and the explanation
remained good until the end of 193¢ when the gold stock,
on the old valus-baszls, was 920,497 contos and the Aglo
Balance, which was not treated as a reasrve-asset, was
396,500 contos and would have been much larger had it
been based on the market price then ruling.

Between the 9th and 16th October 1940 the ratlo .
which for some months had fallen to about 35, auddenly
recovered to about 44. Thls recovery wes obviously due
to a reveluation of the gold stock in the terms of the
Decree-Law.

A 1little light was intended to be thrown upon the
present composition of the so-called reserve-aassets 1n
an explanatory statement published in the 0fficial Oazette
of the 17Tth July 1943 and which was evidently meant to
be of a reassuring nature.

After glving reascons for the rise in the Note Issue
and pointing out that the increase in the ratioc of reserve-
assets to the Note Issus was greater in 1942 than in 1941,
it explained that nmot all of the forelgn-currency assets
acquired by the Bank were included In the reserve-assets,
the remainder being included in the third asset called
"Other Pundes in Variocus Currenciea®™., The statement then
went on to say "What 1s shown in the Balance Shest under
the two heads composing the reserve-assets reprewents
exclusively gold metel, whilst under the head of "Other
Punds in Various Currencies™, amounting at 3lat December
1942 to 6,088,310,021 escudcs, is included, beasides gold
metal, certain funds in forelgn currencles which might
properly (or legally) be employed for the ressrves
against the NHote Issus and other sight liabilities®.

This may have refarred to the sterling balance om
the Portuguese Speclal Account and to dollar holdings etc.

3. GQLD STOCK AND FOREION-CURRENCY BALANCES.

According to the last published weekly Balance Sheet
of the Bank, that of the 27th December 19544, the wvaluea
of thes three maln assets weres:-

Conto
1. oold 1,7 20

2, Jold=backed assets abroad

and other reserves 5,772,881
Reserve-assets 7,185,183

3. Other Funds in Various
Currencles 2,108 440
18,204,563

As already explained, we have no exact knowladge
of any ons of the three above assets but, as a whols,
they must consist largely of the gold stock, the belances
of forelgn-currency current accounts and the balances of
the Clearing Accounts due to Portugal.

{The
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(The only item which cen be located in any one
of tha above assets 1s the escudo equivalent of the
sterling balances on the Portuguese Specisl Account in
London which, according to the Bank of Portugal's books
at 27th December 1944, amounted to 6721,538 contos and
which mast be included in Asset No.J because it 1s too
large to be included in elther of the other two. From
this fact we mey deduce that the Special Account sterling
balance 1s not included in the reserve-assets notwithstanding
the terms of a Decree-Law (No, 33,045) of the 15th September
194% which was passed for that speclfic purpose. )

Neverthelasa, from such informatlion as 1s at our
disposal, the ruliuﬂng statement has been prepared of
the probable contents of the three maln assets, taking
them as & whole, as at the 27th December 1944:=

(a) GOLD. Grarmes
In Portugal and abroad -
estimated amount 320,852,000

(The Bank of Portugal holds for account of
ths Portuguese Oovermment 15,477,312 ]
of gold held ageinst the Floating Debt situa-
tion, but as we do not know whether thls is
ineluded in the above quantity of 320,852,000
amnes or not, our following estimates of value
ve been made on the two alternative suppositions.)

The question arises - at what prices 1s the gold
valued in the Bank's present Balance Sheet?

In attempting to answer this, we have assumed that,
for book-ke urposes, the practice is still followed
of wvalulng the gold, in tﬁ- first instance, at 15.082
sscudos per gramme but that, in accordance with the terms
of the Decree-Law No. 30,783 of ths 10th October 1840
to such nominal valuation is now added the lﬂuu:mlltoi
Aglo balance.,

What was that Aglo balance at 27Tth December 18447
To estimate that we have taken as the Agio on the gold
acquired since the 3lst December 1939 the difference between
28 sscudos, the approximate cost price per gramme, and
15,022 escudos, the old valuation figure. The M&itiﬂh
of the Aglo balance to the "Gold" asset below at the st
December 193¢ gave an average valus of 21.5 escudos at
that date, whereas our calculation glves an average value
of about 26.7 escudos as at the 31lat December 1944.
(The price of 188 shillings a fine ounce ls equal to
27,01 sscudos a gramme,)

On this basis, our alternative figures of the book
value of the gold stock at the 27th Degember 1944 are
as followai=-

(a) On the assumption that the Portuguese Covernment's
gold is not included in our quantity-flgure of 329,862,000
grammes - Escudos 8,583,874,600. (b) On the alternative
gssumption - Escudos B8,150,518,600.
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(b) POREIGN-CURRENCY BATANCES.

The Bank of Portugal's foreign-currency Current
Acecount balances abroad on the 27th Decembar 1944 were:=-

Sterling &67,215,3681 1.8, according to the
Bank's books.
Dollars wa3,304,004 Early in Jamuary 1945

fifteen million of these

dollars were employed for
the purchase of more gold
from the Federal Reserve

Banlk .

Swiss francs 8,055,304
Swedish Eroner 2,770,137
French franca 3,403,852

and small quantities of Pesos, Liras, Norweglamn, Danish
and Cgech Crowns, Belglan francs, anrinl, Pesstas,
Crugeiros, but no Relchsmarks.

The squivalent of all these balances, at the rates
of sxchange applied by the Bank, was 7,483,062 contos

The rise in the total of foreign-currency balances
from 4,150,000 contos at the end of 1842 to 7,488,000
contos two years later was largely due to the increass
in the balance of the Portuguese Special Account, though
there were also incresses in dollars and Swedlsh kroner
holdings and decreases in Reichsmarks and Pesos.

G BALANCES .

On the 27th December 1944 the deblit balances in
forelgn currencles of international Clearling Accounts were :-

Luso=Jerman i »634,262 Relchsmarks
Luso=-Italian 654,280,868 Lira
Luso=Finnish 5,200,586 Finnish Marks

all of which are, temporarily at any rate, frozen and
of which the escudo equivalent 1s 106,706 contos.

There 1s alsc the Luso-Spanish Clearing, which is
in escudos, of which the volume during 1944 was about
150 million escudos dsbit and about 115 millions credit
and of which the debit balance at the end of 1944 may
be estimated at about 40 milllon eacudos.

fil Lf}((rl'

3 UM X 1
Assuming that the Assuming that
Government's hold- it is 1ncluded
of gold ls
not included in
our quantity
fipures
Contos Contos
a) Oold Stock 8,585,875 8,150,519
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Contoa qentos

a) Gold Stoek 8,583,875 8,150,518
b) Poreign currency

balances 7,488,082 7,488,062

¢) Clearing sccounts 146,706 146,706

Unknown elementa 16,218,643 15,786,287

75,920 508,276

Total of the 3 main assets 16,204,563 16,294,563

The "unknown elements" may include escudo advances
to certaln Forelgn Governments, the unconverted remmants
of the 3% Portuguese Lxternal sterling Loan and a few
other rurcign securlties, such as shares in the State
Bank of Morocco and Swedlsh 3% Loan which securities,
until the end of 1939, had been shown under Sundry Invest-
mentsa. If to the above veluation of the Bank's three
maln assets be added the amount (1,022,851 contos) of
the State Debt to the Bank, the total is 17,317,414
contos, against which there is the counterpart-iiability
of 17,539,733 contos composed of the Note Issus and the
Bank and other sight escudo deposits. It is ths great
increase in these two counterpart totals which has besen
the outstanding feature of the Balance Thest during the war.

4., THE NOTE ISSUE.

Qf all the Portuguese economic phenomena during the
war-years, the great abundance of money, as indicated to
some extent bh:h' large increase in the Note Issue, ia
the moet nota and important.

Early in 1925, i.e. before the Bank Note frauds of
December of that year, the note circulation was 1762 million
sscudos (exchange about 98) of which 1701 wers on State
account and €1 million represented the issus for the Bank's
commercial and other requirements, the flduciary (1.e.
maximm) issue then being 195 millions.

By a decree of July 1926 the fiduci figure was
increased and at the end of 1929 the Note ssus was 2046
millions of which 1751 represented the Government's Debt
and 204 the Bank's own circulation.

By a decree of 24th February 1930 the Bank was
authorized to

izsued Notes against "Oold securities or foreign
currency purchages by the Bank for the purpose

of emabling the State 4o acqulire forelgn exc
Huultingn%rﬁm Portuguese exports and also for

the purpose of forming a ressrve to atrengthen
the currency position. Notes Llssued against thease
gold assets were to be cancelled when the securi-
tles against which they were lssusd were trans-
ferred to the State on payment to the Bank of
thelr value in escudos at the rate of the Day."

It is
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It is not only the increase {n the Note Iasue which
{a interesting but also the change which has taken place
in the ratio of the Issue to the other escudo sight
lilhllithl-

From 1932 to 1938 the Note Issus was from 2000 to
2200 million escudos with other sight liabilitles ( Bank
and other deposits) Erlmnll'{ rising from 500 to 1000
millions only. In 1939 the _asué rose to 2000 milllons
and the other sight 1iabilities to 1300 but in 1941 the
former jumped to 4500 and the latter to 3100 millions,
In the Spring of 1942, however, the other sight liabilities
caught up and overtook the Issue and this has been the
relative position ever since. In fect, at the end of
1944 the other sight 11abilities were 9776 and the Note
Igsus was 75605 millions.

Pne Bank of Portugal malntains, in its annual Reports,
that the great increase whichims taken place in the money
potential does not constitute currency or m:mut-:-{hiuﬂl-
tion such as would result from a Note inerease without
cover or an extenslon of internal credit. That claim
1s well juatifled, for the Bank's Notes are well covered
by gold and first-class forelgn currencles.

As a consequence of a Very favourable Balance of
Payments dur the past four years, the Bank's stock
of gold and holdlings in foreign currencles has shown &
continuous excess of incomings over outzoings. In other
words, it 1s clalmed by the Bank that the causes of thes
increased Nots Iasue are purely economic, being due to
incressed sconomic activity (exports of wolfram, fish,
etc, at high prices) together with an internal rise
in prices. :

The Bank of Portugal's Report for 1943 statea that
the fundamental causes of the currency expansion have been i=

a) The very favourable Balance of Payments in which
the favourabls commercilal balance was especilally large.

t) The conversion of the greater part of the Balance
of hInontu into national currency created by the Issulng
Bank in the form of Notes and deposits, at the requast
of the interested parties.

¢) The rise in prilces of imported goods which, in
the case of raw materlals, is also reflected in the prices
of national products based on such raw materials, a rise
which was aggravated 1n certain cases by -mﬁulnéiun.

d) The lack of international operations c onsequent
uponn the war situation and conditlons.

e) A greater employment of labour, which sxtingulished
unemployment and sspec 1ally by the expaniion of labour
in connection with certaln imports. Hence & greatermmeed
of currency for WAges.

£) A riss in wages, earnsd by but lagging behind the
increased cost of living, the lag being a useful factor
in the fight againat too great a note cireulation.

g) An
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g) An increase in State u:f-ndituru, not only in
Dafence but also in Publle Services.

h) An increase in commercisl cash payments, obliging
buyers to hold larger sums of cash than formerly.

5 ; BANE OF PORTUGAL'S QFITS «

The Profit and Loss Accounts for the six years to
the end of 1944 are summarised below in contos, to which
the additlon of one "O" gives the equivalent in sterling,
except for 1930 when the exchange was 108,25 to the pound.

1930 1940 1941 1042 1943 1944

FROFITS .
InteTest and Discounts 18,213 18,217 13,834 10,204 7,005 6,208
Bills and acceptances
Interest on Investments, 15,730 14,720 14,276 14,3540 14,164 12,921

atec .
Interest on State Debt 2,500 2,583 2,577 2,570 2,564 2,557
Premiums and interest 17631 1,725 1,580 1,337 1,140 1,210
Sundry proflts 5,446 12,185 16,830 Eﬂtm 49,325 54,322

Contos 43,610 49,430 49,087 57,165 74,198 77,218

——— e —— o il

EI !E W !
3 s as and wages 17,3556 17,565 18,204 19,102 21,254 23,342
Expensas of administration 3,348 5,744 3,842 4,198 5,580 6,598
Commisslona 177 185 183 la8 164 182
Taxes 2,813 2,756 2,M47 2,795 2,817 5,118
Cost of notes 4,259 8,350 10,868

3,754

gggg%ﬁiula,
Dapreclation

Provisions
TI
To Reserves 1 1,380
To Pension Pund S0 300 S00 SO0 SO0 300
Dividends to Sharsholders 6,000 6,000 6,000 6,000 €,000 6,000
government's Percenkage [&] -] 6,000 8,000 6,000 6,000
f ¥ B [ [ ]

Balance ' 68 36 53 66 56 55

Contoa 43.810 495,430 49,087 T.1856 T T .218

The most notlceable features of these figures are:-

a) The great fall in 1943 and 1944, as comparsd with
1939 or 1940, in what was previoualy the chief dource
of the Bank's profits, namely, interest and dlscounts
on Bills and Acceptances, This fall was dus partly
to the reduced volume in the businédss, as will be seen
from a comparison of the asset "Bills Discounted" in
1030 and 1040 with those of 1942 and 1943 (see Annex "A®)
and partly owing to the reduction 1in the Bank rate of
discount and re-discount fro~ 44 en’ 4% respectivel
in the sarlier period to 33% in 1042 end to 3% and 2
in 1943.

b) The
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b) The increase in "Sundry profits”™ which were nearly
eleven times as large in 1944 as in 1930. This 1s due
presumably to exchange and gold opsrations and is the
consesquence not only of the larger business durlng the
war years, but also of the wider margin of proflt on
sxchange earned the Bank. In 1938 the Bank of Portugal's
buying rate was 110,17 and the selling rate 110,19 escudocs
to the pound and in 1939 they were 108,15 and 108,36
reapectively, leaving but a small margin. During
subsequent years, however, the rates have been 89,50

and 100,50, with a margin of one escudo and a resultant
benefit to the Bank.

¢) The fall in Interest and Discounts was much more
then compensated by the increase in "Sundry Profits”,

as a consequance of which the oss profits rose from
43,810 contos in 1939 to 74,198 contos In 1943 and 77,218
in 1944, Againat this, the staff and administrative
expenses show a moderate increase, while Taxes have,
rather strangely, remained statlionary.

The result of all this was a met profit, before
depreciation and provision, of 33,518 contod in 1943
and 37,290 in 1944, as compared with less than half
that amownt in 1939, These increased profits, however
were absorbed by substantial sdditions in 1945 and 1944
to depreciation and provisions (possibly to some extent

way of a secret reserve), leaving the subsequent
locations and distributions as usual.

6, THE BANKE OF PORTUOAL'S EXCHANGE OPERATIONS,

Reference has been made above to the great inerease
during the war-years in the Bank's 'Emﬂtl'
which we assume to consist largely of profits.

The substantial turnover of the Exchange Department
during 1943 and 1944 in the various currencies is shown
in the following statememt, the fipures for 1643 being
axact and those for 1944 belng exact for the flrat
eleven months, with an estimate for December :-

19 4 3. " 190 44

TR, TR 100080 3,508,000
terling 51,201 500  ¥,20%, ~500, B i
Jollars 44,725,400 20,610,360 70,000,000 75,000,000
wiss francs 44,952,000 42,803,210 64,000,000 59,000,000
telchsmarks (free) 29,995,300 33,474,400 15,475,000 15,660,000
do. (Clearing) 105,387,400 94,975,100 38,600,000 38,700,000
wwedish Eroner 15,501,400 19,543,200 40,000,000 36,000,000
*ssos8 10,101 ,400 11,186,200 7,200,000 8,100,000
Ara (Pree) 49,800 133,580 - -
do, (Clearing) 38,630,700 17,932,200 - 1,246,000
*rench francs 2,554,900 978,950 2,785,000 3,000,000
Mnnish Clearing Pmk, 535,600 E.8,3285,000 Pmk, 59,000 E. 124,000
(Marks & Escudos)
i niﬂ G:;urin; 145,924,100 111,941,040 150,000,000 115,000,000

Escudoa

iscudos 1861,088,6800 1854 ,734,740 1166,000,000 1£20,000,000
iterling equivalent i i o
if all above
yurrencles =»73,165,000 W40 ,149,000 345 TBE 000

0 abl,3
A few explanatory remarks a abo -
in Annex 'E'.]
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Iv PORTUGAL'S COMMERCIAL BALANCE «

iIn a recent speech (22nd February 1945) to the
National Assembly, Mr. Araujo Correia, the dlstinguished
Head of the Caixa Geral de Depositos {covernment Savings
Bank) guoted figures of Bank deposits and of 1m
and sxport trade with the object of showing that, if
one takes into account the imports which were impomaible
during the war and the using=-up of internal reserves,
Portugal has not gained rinancially or economieally
from the WaAD .

In the first part of hls speech he explained that
the increanse in the Bank and Savings Bank voluntary
deposits from the end of 1030 to the end of 1944 was
nearly nine million contos and that the sight eacudo
availabilities at the letter date were thirteen and
e half million contos. He also referred to the Bank
of Portugal's Porelgn-currency avallabilities ("Other
Punds in Varilous ruprenclea”) of about nine milllon
contos, 1.e. over and above the reserve-assets.

Those are the two resources, one in national
currency and the other in forelgn exchange, he sald,
which can be taken into consideration in drawlng up
any plan of national reconstructlion.

He sdded that "Those who belleve that the war
has been very good buslness for Portugal will
be surprised to learn thaet the deposits in the
Banks and Savings E::#: amount to less than
£140,000,000 sterling" .

Mr. Correis then asked - what about the figures
of our Trade Balance during the war?" and in that con-
nection he selected end quoted the following official
statistics, in thoussnds of contosi=

Cormercial Balance:

ts ta 118 us
1639 ;¥¥§5F'3§E§§E' !%gE:
1940 2,441 1,618 ge2
1941 2,468 2,872 504
1942 2,477 3,941 : 1,464
1943 3,323 4,055 b p b
1944 3,921 3,176 T45

B,508
Fet favourable balance

in six years STe
2,680 2,680

Basing himself upon thoae [ipures, kr. Correia
stated to the Assembly thati=

There were only three years in which the
Trade balance was favourable to Portugal and in
1044 1t showed a high deflclt of 745 thousand
contos. If we take into consideration the decrease
in the purchasing power of previous consumers
of our national products, auch as Port, for
example, and the necessity of rt-atacking our=
selves with so rmuch which we lack, we cannot
look to our future Trade Balance wlth much optimlsm.”

. Correla

fom s THANY TTYNOTLYE L LY CEINCOJLER

e
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¥r. Correla told me a few dajys arfterwards that
his speech was ir .ended not only for his own countrymen
put especially for the Britlish and american people,
because he feprs that the Allles ine that Portugal
has benefitted very materially from the WEr'. do
not lmow whether he made this spesch on his owm initiative.)

1t would not have scourred to us, of course, to
consider to what extent Portugal Bes {eneritted by the
wer or to make BOY caloulations about it, but the ques=-
tion having been ralsed by & Portuusse financisl expert
and having been answered by him categorically in the
negative, 1t does not seem altogether out of place

for us to examine the statistics from which he drew

his concluslone.

There ia some truth {p the old tag that fipures
can be made to prove almost anythling and I am inclined
to think that ¥r. Correla's officlal flgures = althongh
of course he employed them 1n the utmost good falth
for hls purpoas - fall under that description.

The first epiticism I venture to make is that he
took a perlod of six years, which included the whole
of 1930, for his "war periocd". The Inclusion of that
year, which was virtually a pre-war year and which
showed a high ne ative Trade Balance, nhad the effect
of showlng a muc worse net Trade regult than was the
cass for the real WATr gnrind. Had he taken the flve
scember 1944, which would have

he would have grrived at & net ravourable Trade Bni.n.n-:a
of 1,115,000 contos instead of his result of only

-~ 72,000 contos.
& '__L_-r'-
| 00® ppn et ® An alternative mathod of pﬂnntn.tiun, which seems
iy e ble, would have been to compare the five imme=
L pre-war years with the five war years, in which
i Ly ull'f'gh former would have shown © net tiye balance
.0 of . thousand econtos whereas, by WAy u? ¢ omparison,
" i 1atter would have shown & net 1tive or favourable
Lkl ~ Balence of 1,115 thousand contos, & erence of no
5 < 10 less than 5,525 contoa to the advantage of Portugal.
v s 1
. E_ : My next criticism 1a as to Mr. Correla's flgures
gl elves, which I am bound to say seem to me to requlre

~,qualifications and sorrestion before they can be accepted
such as that presented to the National Assembly and

+ -.-_ . Vﬂh confidence as data from which to draw & e onclusion

: possibly with repercussions outside the confines of

AT
_r_,r" -~
5% Y

Portugal.

For example, in his recently published report on

the Government pecounts for 1843, Ur. Correla stated

that in past years the officlal value=1jures of the
Country's exports had peen understated, but that for

the ten years 1929 to 1938 they had now peen corrscted,
as far a8 possible, bY the Natlonal statlstical Institute.
He indicated too that the export figures for the years
1939, 1940 and 1041 also needed correction, adding the
qualifying remark that those for 1940 snd {041 were

not mmch uncerstated, e then rave the followinpg fipures

(in
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(in thousands of contos) to 1llustrate the extent to
which past years had needed correctlon and to show the
affect of those corrections upon the Commercial Balaence,
which effect, it will be seen, was importanti=

I PORTS EXPORTS COMMERCIAL BATANCE
original Corrected OrIpinal Torrected

1929 2,528 1,075 1,744 - 1,455 - T4
1930 2,405 945 1,537 - 1,480 - 868
1931 1,673 8ll 1,300 - Be2 - 375
19032 1,707 Tl 1,266 - 916 - 441
1935 1,905 apz 1,291 = 1,108 - 714
1934 1,965 909 1,458 - 1,086 - 507
1935 2,294 @23 1,481 - 1,371 - 913
1956 1,994 1,026 1,644 - 868 - 350
195‘? E'm l-EGE 1.923 - 1-151 - 4‘3)
1939 2,07 1,336 - I ?
1940 2,441 1,619 - - 8ge ?
1041 2,468 2,972 " IR
1942 2,477 3,941 - AEhig - 1
1043 3,323 4,035 " dme 1t
1044 3,921 3,178 - - 745 ?

Another and a quite separate indication that the
original export flgures of 1941 and even thoase of 1942
are lower than reality was given in the Report on the
Public Accounts for 1942 which states, under Forelipgn
Trade, thati- i

- In 1941 the favourable Commercial Balance
shown, which must be smaller than the real Balance
owing to the low valuatlon placed upon certaln
exports, was 504 thousand contos. The official
figures for 1942, however, should be nearesr to

| reality since certain important corrections have

| been made and for this reasson the real difference

| betwesn the favourable balance of 1941 (504,000)

| »and that of 1942 (1,462,000 contos) should be
1ess than the official Table shows."

Finally, the U,K.C.C. (Lisbon), who are in a poslitlion
to know the values which should have been declared for
certain important exports, inform me that the official
export values for wolfram in 1943 seem to be approximately
iur-rnut but that thoss for 1942 are definitely on the

ow slde.

Thus there is undeniable evldence that the original
export figures of value for 1639, 1940, 1941 end to a
smaller extent for 1942, sre less than reality and need
to be corrected as those up to 1938 have alresady been done.

That this 1is broadly the situstion 1s evident from
a verbal enquiry we made at the statistical Institute
who, however, gave us to understand that they have no
present intentlon of attempting to correct the figures
subsequent to 1938, although they did not say why, except
to indicats that 1£ involves & lot of research work.

It will
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It will be seen from the ebove [lgures that the
result of the Inatltute's corrections for the three
jmmedlately pre-war YyOeaArsa 1036, 1937 end 1938 was to
increass each year's export velues by about 60%, reduc ing
the adverse DalAnce accordingly.

I 1939 requires & correapondl corraction, a8
{s possible, the effect would be to turn the adverse
Balance of 741,000 for that year into a positive one
of 80,000 contos, while obviously the necessary correc-
tiors to later years would lessen the adverse Balance
of 1940 and increase the favourable Balances of 1941
and 1042, to an unkmown extent.

Por all these reasons, there seems to be no doubt
that Portugal's net Commercial Balance for the war
years was very much more favourable then that indicated
by Mr. Correia to the Natlonal Assembly and that 1t
would not suppert the conclusion which he drew.

remaining cbeservation about Mr. Correla's
presentation of his case is that, even hed his figures
been relisble, they would not have given enything like
a complete plcture of the commercla and financial *
benefits to Portupgal during the war years, or the best
besls from which to assess them.

For that plcture, aurely one rmst loock to the
Balance of Payments, of which the commercial Bulance
1s an important but by no means the only factor.

In his book "Portugal Economico @ Financeiro”,
which was published in 1938, Mr. Correla refers to the
then positive Balance of Payments which he hed irvestigated.
He explained that no axact calculation of ths Balance
nad been made butb that, after consideration of the
factors at his dlaposal, he had come to the sconclusion
that, et any rate from fo32 to 1936, it was fayourable
to Portugal and he sstimated that in the year 1936 it
had been soc to the extent of about 135,000 contos
had e thatanding that in the same year the Commercial
Balance was highly unfavourable.

If a negatlve cormerclal Balance of 350,000 contos
was transformed Ilnto 2 positive Balance of Payments
of 139,000 contos in 1036, as was estimated by Mr. Correla
to be the case, thls meant that the various factors,
other than exports and imports, of the Balance of Payments
showed & net eredit balance of 489,000 contos.
Bank of Portugal's Anmial Report for 1056 confirmed
that the Balance cof payments was "strongly positive” .

The year 1937 was not wery different from the
previous year B8S to the Balance of Payments but for
1038 1t was rather less favpuruhla.

gp far As wWe are AWATSO, no attempts have been mace
to calculate, or even to estimate, the Country's Balance
of Payments for &ny of the War=years. In any caas, no
information on the subject appears to have been published.

e CAT
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Wle can only indicate very penerally aome factors
which undoubtedly have varied in amount as & consequence
of war conditions and, of thess, our appreclation 1s
aa follows:

Remittances from Portupuese emigrants have declined,
as has also the past (favourable) net flgure of interest
and dividends. Postal and telegraphic recelpts show
no great change. As to Portuguese shipping receipts,
the portion of them which influences the Balance of
Payments is probably rather larger than before the war,
owing to the rlse in freights (two and a half times)
and in passenger rates (twlce for firat class and five
times for third class fares), the relevant recelpts
from insurance brokerages and commissions having been
maintained. It is under the heads of what were formerly
called Tourist receipts, the Expendlture in Portugal
of Diplomatic and Consular Mlsslons that a great lncrease
has teken place. This increase ls thought to have much
more than compensated for the falling off in other
receipts. A favourable, if small, feature 1ls that
during the war Portuguese have not travelled and spent
money abroad.

Pinally, receipts have not been negligible from
contraband imports of Forelgn Currency notes, Bonds, etc.
and they have been reall substantial from the contraband
export of metals and fo atuffs & . during the past
five years, In fack, lmuggling out of the country was
done by train and lnrer by small boats on an exten-
sive and organised scale impossible to estimate.

For these and other reasons, such as the considerable
financlal benefit to Portugal in arms and mmitions ate,
which resulted from the Azores Agreement, it may be
considered with confidence that the factors which trana-
form the Commercial Balance into the Balance of Payments
have been much more favourable to Portugal in their
net result during, than before, the war, our conclusion
1s that these facters, on the top of a fayourable
Commercilal Balance, have plven an extremely favourable
Balance of Payments during the past five years.

Againat all thls must be set, of course, the wear
and tear of Portuguese shipping and industrial machinery
and the shortage of certain raw materials which has
handicapped Portuguese ilndustries, but even when full
allowance 1s made for the future cost of renewal and
replacement, Portugal 1s well,on the right side finan-
cially, I cannot agree either with Mr. Correia's {u-o--
sentation of his case or with the peasimistic concluslon
at which he arrived.

As to trade in 1944, For the firat half-year there
was & favourable Commercial Balance and the firat seven
months finished all square. Thereafter exports fell
and in August stopped, owlng to the wolfram prohibltion
and, although durlng October, November and December
other exports (sardines, tin, cotton tissues, woollen
blankets, etc.) had beyun to compensate wolfram, the
heavy importa in December (wheat, cotton, sugar &c.)

turned
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turnsd the twelve months into a deficit of 741l thousand
contos.

Even if Wolfranm exporta had kept up for the second
half of 1044 at the same rate &s for the first half,
there would still have been a deficlt of about 470
thousand contos, most of which would have been the
consequence of the exceptlonally heavy Dscenber imports
which were so necessary for the Country's economy. A
satisfactory tendency in the exports was a gradual
recovary during the last quarter of 1744 to a flgure
apprnnuhin§, in December, that of April which included
substantial Wolfram exports.

To sum up. During the war Portugal has had the
financlal advantages of a favourable Commercial Balance
with the sconomic disadvantages of & shortage of certain
essential imports. She cannot expect to have 1t both
::I' and her increased imports at the end of 1944,

le improving her economlc sltuation, naturally had
an adverse effect upon her Trade Balance, though not
to the extent of makirg her Balsnce of Payments
unfavourable . .

V. PORTUCUESE GOVERNMENT REVENUE.

|
The following is & summarised comparlson of the
Goverrment revenue for the year 1939 (which was practically
the same as 1938) with the year 1943, iIn contosi-

Direct Taxesi- 193¢ S
sentend 727 580 o
War profita - 236,700
Indirect Taxes:=-
Export 10,800 360,800
t 543,000 -ii':r, 100
stamp Duties &c. 314,200 86,000 315,100 1,113,000
. 1,705, e
Other ordinary receipts 580,800 985,500
Total Ordl venue 2,176,700 3,268,600
Extraordinary Recelpts 354,000 776,100
2,530,700 4,047,700

The fipures of Government revenus during the firast
four years of the war, as compared with 1838, were:-

w Total Revenus
ontoa

ontos
1939 2,176,700 E,EEG,TDO
IB40 2,223,400 2,598,700
1941 2,446,500 3,015,400
1542 E,EE#,Eﬂﬂ 3,081,500
1943 3,269,600 4,047,700
The increases
som L THAEY TYHOTLYN UL LY (30N00dJdTH
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The increases each year as compared with the 1939
revenue were:i-

Contos
1940 »
1941 484 , 700
lo42 500,800
1943 1,517,000
1944 T

The increase In 1543 as compared with the pre-war
year was 43 .6%.

The only rnllinﬁ off was in Import Dutles but the
recelpts from General Direct Taxes and other Ordinary
Receipts showed substantlal annual increases, while
Export Taxes and War Profits Tex accounted for the bulk
of the increases in 1942 and 1943.

patalls of the Export Tax are not published but
a guess of the composition of that for 1943 is as follows

Contos

Wolfram »
Tin 76,000
Tinned fish Eﬂ,ggﬂ
Sundry 24 0
45,000
Unkmnown 13,000

358,00

With the cessation of Wolfram exports in the summer
of 1944 the Government's Ordinary Hevenue will obviously
sauffer to the extent of the Yolfram Export Tax and the
Metal Commission's proflts on thelr wolfram sales, plus
(a 1ittle later) the wolfram porticn of the War Proflts
Tax. On the other hand, it seems reascnable to suppose
that, during the {mmediate post-war years, the demand
for certain Portuguese exports will be considerable
and that, even if prices fall, export taxes gensrally
will increase and bring in a higher revenus than in
[re-war Yyears.

The termination of the Wolfram Tax, whilch was
inevitable, may be looked upon not so much as a losa to
the Government as & "manque a pagner” .

In 1943, when the recelpts from Export Taxes were
their highest, the revenue from Import Taxes was some
106,000 contos less than in 1939, It is likely, however,
that, when Portugal 1s again able to lmport her require-
menta, revenue from this source will not only equal
but rill axceed that of pre-war years. In fact, the
tendency has alregdy started in 1544.

Prom these two sources, therefore, there should
be substantial, 1f not complete, compensation for the
loss of Government revenuse from wolfram.

This 18 not the place to refer to Jovernment expen-
diture except for one peneral comment which, owlng to
its connection with the econcmlc situation of the
country, may be permitted. That comment is in the
form of a regret that, for portugal's sake, & much
larger proportion of atate expenditure ls not employed

to better the health, educatlion and living condltlons
of the
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of the people. It would be a very good long-term
economlec and soclal investment and soconer or latar
i1t will have to be mads.

W,

12th March 1645,

o s THORY TVHOTL
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AANEL "aAM

eHE BANK OF PORTUGAL'S BALANCE SHEETS (IN STERLING)

LIABILIT

1/12/us f1z/wl 11/12/42 qif12fus  27/12/%

12/ 3
i &

Nete Iasue 5Eﬂ 000 29,038,000 LU suz.mu 5h.n1.um ﬁg.-::gs.um 715,036,000
Bscude deposits)

Banks 5,570, 000 l. 1,000 24,33 u1,#90,000 52,577,000 66, 630,000
Treasury 1,lgs, 000 2,072,000 3. m:: 19, a _po0 22,808,000 25,315, 000
Credit Committes E}g 000 B 617,000 1,005,000
Sundry ﬁ.ﬂ 1, 555,000 3515 1,298,000 2,849,000 2. £20,00C
Bacude sight

1iabilities 11, 605,000 u2,211,000 75,889,000 120,190,000 147,949,000 172, BO4, 000

Tersign Currency
1iabilities 3,684,000 3,324,000 2,647,000 2,392,000 2. 511,000 2,593,000

Sandry balances 6, 899,000 1.737,000 5, 832,000 6,907,000 1,915,000 6,355,000

Total
1iabilitie 2,188,000 53,272,000 gh, 368,000 129,L89,000 158, 375,000 181, 752, 000

Capital 924,000 1,000,000 1,000, 000 1,000, 000 1,000,000 1,000,000
Ressrvas 766,000 843,000 857,000 £71,000 g84, 000 £98, 000
Prefit & Loss 128, 000 138,000 118, 000 138,000 138,000 -

n/12/39 3/12/%0 31/12/11 11 /12/U2 11!124’13 27/12/ub
& -

) 3 3 &
Sold 8,503,000 12,395,000 13.1121@ 13,907,000 13,994,000 14,122,000
Geld Agle ,000 - - - -
Geld=backed asseis

abroad, sto. ﬂwwuw

20,195,000 21,087,000 31,407,000 47,689,000 s¢,b02,000  T1,851,000

Other Tunds 2,126, 0O 9,000 31,930, 00
22,321,000 230 : 000 ml. 312.cm

Osin !Ruun 2u2,000 57,000 68, 000 z;zmu 37,000
Mlls discounted], oo 3, 861,000 3,127,000 2,357,000 2, ¥ Erﬁ‘ajim
Iavestments 1, ﬂT.."h jnﬂﬁl'm }l Eu'ﬁtnm 31ﬂ1|m ]‘-gTutm L?TE.WU
Leans and

advancess H..m Eﬂiiﬂm E}?.ﬂm E?‘m E.Dﬂﬂ E,Gﬂﬂ
Btate dabt 9,568,000 10,332,000 10,306,000 10,280,000 10,254,000 10,228,000
Buildings ete. 328,000 167,000 158, 000 146, 000 321,000 301,000
balances g, uss, 000 7,657,000 5,393,000 5,995,000 6,114,000 3,599,000

Lk 006,000 [ - 1 -4

— iy,

s THEY YR LY N 1L LY .-_*;_a_-"_..__:.l_!_.-_;-;

1\ *’./ﬂ-‘f



/25

ANNEX "B¥,
THE BAXK OF ,rmmi.li EXCHANGE OPERATIONS,
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which laster the
traniving . - The 1

in 1943 were maintainsd
the bulk of the trenssotions
"Conversiong”, kroner were
by T BRAK of sgainst escudos

5 o

: Dar 1943 the debit balance showed a g
inereass from 62 to 67 millions of lire until October,

o . after which it fell to 59,719,000 at the end of that ysar.
i g The i'ur 1944 showed a ateady decline to about 54 .
e ons in that balancs then having become sta-

7 bilised wmtil pregent time, ' ;
£ " The debit balanee on this account in Pebruary 1943
& mmen Riomgne en rinnni,
ks . waE i (-]

it has remained ever sinse. = =

i m-uﬂ-auw:ﬂmdtmmth

e for sxports from imports to Portugal dur 1543

= and 1944 were as followsi- | -

3 Received for Paid for

oL Portuguese Smnish

s o Sxports

o Esoudes Hseudos

, . 4 146,000,000 81,000,000

_ m-: 150,000,000 115,000,000

£ the toball 11,188,200 in 1943,
g half mr 043 s WATS the
= g t‘onhllut:gi, apparently rr: the 's

J:-:;, 'I.-t

Ascomt. The amount so ocredited to this Escude mecowmt
in 1943 was 728,488 contos, against which were debited
ths escudo transfers to ths Banco Espirito Santo andto
the Banco Lisboa and Azores and which those Banks paid
out for German account. .
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