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L. In these days of swift changes on the economic front, no business engaged in foreign trade
can be run successfully without constent attention to reports from abroad. With this
faot in mind we have been issuing for several years our monthly reports, which we trust
bave helped our friends snalyze the economic situstion of this country. With a view
to improve this report we have asked our branches throughout Colombia to conduct 8
monthly survey end report to us. The material gathered in thege investigations will
eneble us to give you a better oversll pict*‘gfe of the situation in the different regions.

2, Although the main points will be treated in sufficient detail, stress will be laid upon
concreteness 8o that our readers can eesily profit by this information without losing
much time. Needless to say, this report 1s prepared with the utmost care but we cannot
assume any responsibility for data contelined therein.

3. TAX REFORM: In our lest report we mentioned that our Government had expressed its will-
Ingness to revise the tax reform. Meantime, decree No. 2317 of 8 September 1953 has
been modified and the cutstanding amendments are: (1) Corporations may choose between
Articles 7 and 8 of this decree, vhich meke dividends received by corporations and
eapital invested by them in other corporations taxable, or & flat rate of 5% on the
dividends in which cese capital in other corporations is not taxable; {2) The income
tex of 5% paysble by partnerships hes been reduced to 3%; (3) The rates for taxable
personal incomes have been ghaved to some extent for the lower and middle income groups
whereas the tax rates on large incomes remain the same as last year. The business
gommmnity generally agreed that most of the diecussed points were modified substantlally
thus lightening the tax burden created by the sbove mentioned decrese. Likewige, finan-
eial eircles welcomed e declaration of the President to the effect that the Government
will adequately control expenditures end & large part of the public revenue will be
spent on developmental projects which will bring sccial and economic benefits.

b. % MARKET: The response by the stock market to the revision of the tax reform has
en rether poor 8o far, which in part is undovbtedly due to the fact that all corporate
dividends are now taxable income thus reducing the returns from thena luvestments, at
least for those in the higher tax brackets. Investors seem to feel their wey carefully
until trends are more firmly established.
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g% S%IKESS ggmmmm: According to reports from our Branches retall sales have
rema at re. vely lov levels all over the country. On the other hand, wholesale
trade is reported to be picking up as merchants are preparing for the Christmes trade.
Generally there prevails en air of hopefulnese thet during the monthe to come the pur-
chasing power will increase since the coffee harvesting is becoming gemeral throughout
the principal producing regions and consequently consumor spending is likely to rise.

Qm BREEDING %M}R : The eivil strife that beset the country for the last
yeors prectically come to an end and internsl peace and tranquility has been retura-
ing. As s result meny farmers and catile breeders have gone back to their farms and
ranches they had to sbandon becauss of the imsecurity. The immediste effect was an in-
erease in prices of cattle since breeders hed to complete their depleted herds. Another
eonsequence by which the economy ie likely to benefit is the fact that the agricultural
production will increase gsubstantially nmext year, thus probably producing a decline in
the cost of living. Incidentally, the agricultural outlock on the whole is favorable
for most staple erops such as coffee and tcobackd, whith ere being harvested now in the
principal producing ereas, end rice, cotton, beans sad corn to be harvested in some
regions froum December to February. o

W
%) MARKET: Although the volume of coffee export business ie on the wpgrade and

earnings from these exports have been st & high level during this month, the
money market continued to be very tight in spite of the slightly reduced bank reserve
requirements as demand for credit is running stronger than ever., There has been no
significant change in the gold and dollar holdinge of the Bank of the Republic and the
circulating currency as will be seen from the following table:

15 oot 1953 18 gep 1953 19 Oct 1952
{Thousands omitted)

Currency in e¢irculation Col $541,204 skl ol 12,049
Gold Reserve Us $ 98,268 98,145 72,006
Dollar Reserve " 65,327 66,167 26,207
Special deposita sbroad " 2,221 3,274 6,892
Other deposits " 10,000 10,000 -

Total Reserve Ratio 56.01% 56.34% L2.31¢

FORE EXC E AND TRADE BALANCE: As a consequence of the movement of goffee, the
?ors%gn excgange Jef1clt reported last month declined to about US$ki million on

17 Gctober, after having risen to US$S3 million earlier this month. At the same time,
exports registered during this year hed advanced to a record volume of US$LO9 million
85 compared with US$312 million during the same period of last yeer. Imports likewise
sontinued at a high level with licenses in the amount of US$387 million registered un-
t1l the middle of October.

BILATERAL TRADE AGREEMENT WITH BELGIUM: Through an exchange of notes on 2 October,
this country entered into a new ateral trade and peyments agreement with Belgium
whereby the Belglen-Luxemburgien Fconomic Union will issue licenses for imporis from
Colombis for st least Belglan franes 350 million (US$7 million) worth of green coffee
and 30 thousand metric tons of bananas. Colombia undertekes to authorize imports for
such comuodities as not included in the list of prohibited importe. This authorizstion
will include goods the importation of which is only permitted if they originate from

nations maintaining a more or less bslanced trade with Colowbia. The merchandise imported

by either party i1s not permitted to be reexported to third nations unless mutually agreed
anupm through & prior exchange of notes. This agreement is valid for one year from the
d instent. ‘
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