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. US-Soviet Trade in 1973

US-Soviet trade hit a record level in 1973, according to figures just
released. Both US exports and imports more than doubled. The Soviet trade
deficit of nearly $1 billion was the largest ever sustained with any trading
partner. Trade will decline in 1974 because US exports of grain are expected
to fall sharply.

Million US $

1972 1973

US exports 542 1,187
US imports 96 214
US balance 440 973

Main features in US-Soviet trade in 1973;

™ US exports of grain - almost all wheat and corn - were
valued at $837 million, up from $364 million in 1972.

A2 ® US exports of machinery and equipment, led by automobile-
manufacturing equipment and pipelaying tractors., morc than
tripled tc a level of $204 million.

® US imports of oil (largely fucl oil) grew more than ninefold
to $76 million.

. US imports of platinum and platinum group metals increased
to $76 million, nearly doublc the 1972 level.

e US imports of chrome ore declined to only $6 million, the
lowest level in many years.

US exports would have grown even more if some grain shipments had
not been postponed and if deliveries of cquipment for the Kama truck
plant and other projects had not been delayed. US imports, on the other
hand, were larger than cxpected because of the sharp increase in oil
deliveries.
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. US grain cxports for 1974 are expected to fall to between $300 million
and 3350 million -- only about 40% of the 1973 level. Machinery and
cquipment exports will rise to at least $300 million and perhaps to as much
as $400 million. Taking into account other exports such as steels, chemicals.
wood pulp, and synthetic fibers, we believe that total US sales will equal
about $800 million. US imports probably will increase, particularly if Sovict
oil deliverics to the United States arc stepped up. As a result. the Soviet
trade deficit with the United States should be halved in 1974.

25X1

US-HUNGARIAN TRADE: MUCH TALK, LITTLE ACTION*

US-Hungarian trade amounted to abour $50 million in 1973 - far
below US trade with Poland, Romania, or Yugoslavia. Little increase is
expected in 1974, In the longer run, large gains in trade might be generated
by providing Hungary with MFN status and Eximbank credits and by
responding to Hungarian overtures for cconomic coopcration.

M.lion US §

1965 1970 1971 1972 1973

US exports 9.3 28.3 279 22,6 330
US imports 2.1 6.2 7.8 12.7 16.4
US trade balance 7.2 22.1 20.1 9.9 16.6

US-Hungarian trade languishes despite Budapest's relatively liberal trade
policies and the flurry of high-level US-Hungarian exchanges in 1972-73.
Hungary has the only viable economic reform program in Eastern Europe
(aside from Yugoslavia's) and has pioncered new forms of financing
East-West trade. Secretary Regers' visit to Hungary in July 1972 was
followed in 1973 by the visit to the United States of Deputy Premier Valyi,
the signing of a Property Rights Settlement, and a stopover in Budapest
by Commerce Sccretary Dent.

Trade suffers from high tariffs on both sides. Hungarian goods are
denied MFN status, and US products are subject to the highest levies under
Hungary's tariff system. The Hungarians claim that mutual tariff reductions

*  This is the fifth in a serics of articles on current developments and prospects fci US economic

relations with the East European countries.
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would boost their imports from the United Staies to morc  than

$100 million annually. Budapest has directed practically all its hard ‘
currency purchases to traditionnl West European supplicrs - notably West
Germany and Austria ~ in part becausc they offer medium-term credits.
If Washington extends Eximbank credits, US-Hungarian trade should expand
substantially, following the Romanian and Polish examplcs.

Long-run prospects for US sales arc promising. Budapest already has
presented a long list of possible US-Hungarian trade opportunities: a
cellulose plant, leather-processing facilitics, a resort hotel chain, equipment
for the Adriatic oil pipeline, automation technology, and expansion of the
production of plastics, aluminum, copper, clectronic components, and
medical instruments. Concrete negotiations have not begun on  these
proposals.

In the riicantime, trade in 1974 will risc slowly. US exports still will
consist mainly of agricultural products; soybeans alone made up nore than
one-half of US sales in the first nine months of 1973, Largest non-food
exports arc tractors, planters, and gas compressors. Hungary's most

successful exports to the United States have been canned hams and light
bulbs, 25X1

* * ¥ %

ARGENTINA'S WHEAT SITUATION

Official Argentine forecasts place the 1973/74 wheat crop at about
6.5 million tons. with 2.3 milliun tons available for export. Crop estimates
appear to have been inflated for domestic political reasons. We belicve
output is unlikely to exceed 5.6 million tons, because of a drop in the
arca sown and adverse weather. Some 1.2 million tons should be available
for export. At this level, traditional importers of Argentine wheat may find
themselves forced to buy on the open market, particularly in the United
States, Canada, and Australia.

Brazil, which normally imports about | millior, tons from Argentina,
will probably be left out in the cold. Deliveries to Brazil last year were
270,000 tons below commitments. Shipments remaining on the 1972/73
contract with Brazil, together with commitments made to other countrics,
already exceed 1 million tons.

Argentina's wheat production also suffers from institutional problems
such as rigorous price controls, a cornerstone of Peron's economic policy.
Besides discouraging planting last year, low ceiling prices led to widespread
smuggling to neighboring countries where prices are higher. This year,
incentives to smuggle wheat will be even greater as shortages in border
countries drive black market prices to higher levels. | | 25X1
* % ¥ %
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CAMAGE TO SOVIET WINTER GRAINS

History of Winterkill
in the Soviet Umon
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The loss in Soviet winter
grains tv winterkill is likely to
match or exceed the average of
20% of sown arca of the last

o ten years. Given reasonable

weather from here on, the
reseeding of damaged areas to
spring grains may yet produce a
normat 1974 grain crop. Never-
theless, since reseeding is cen-
tered on feed grains, the bread-
grain harvest would still fall
below last ycar'slevel.

Last fall the Soviet Union

~planted about 37 million hec-

tares of winter grains, slightly
above plan and roughly equal

- to the average sown areca in

1968-72. As in past years,
about two-thirds was seeded in
winter wheat, the remainder in
rye and barley. A wet fall

- delayed sowing vperations in

some areas and an carly cold
spell over most of the European
USSR slowed the development

cand reduced the hardiness of
. the grain.

The snow cover nceded to

“insulate the plants from killing
“air temperatures was thin or

absent over most of the area
through January. An unusual

thaw in late December fol-

lowed by a sudden cold spell in

mid-January damaged sowings in the northeastern Ukraine, the Central Black
Earth Region, and the Lower Volga. The extent of the damage will depend on
the weather in February and March, a period when dangerous thawing and

rcfreezing may occur.
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Last year's low rate of winterkill (6%) was a key factor in the bumner wheat
harvest. Winter grains have a special importance in the US3R. Although
normally accounting for less than one-fourth of total harvested area, they

N furnish abecut one-third of total grain produciion and alniost half of the
'-“"'-'j breadgrain crop (wheat and rye). On the sown arca that survives the winter,
‘ yields arc less variable than for the principal spring grains; the yiclds of
surviving winter wheat average almost twice those of spring wheat, 25X1

* % K ¥

25X1

WORLD RICE SITUATION

Y Tight supplies and higher prices for rice will further squceze the
X undernourished rice-consuming nations at least until the fall crops become
available. Although rice exports in 1974 are expected to be 10%-15% above

e last year's drought-reduced icvel, demand is pushing up prices for spring
e shipments. World prices have risen by one-half since October and arec now

nearly three times the level of a year ago.

World rice output is expected to exceed 300 million tons in the crop
year ending 31 July, compared with 290 million last year. Most of the
increase in India, Bangladesh, Taiwan, and the Philippines will be consumed
domestically. But output gains in some of the major rice exporting countries
, should permit 1974 world cxports of between 7.2 million and 7.5 million
PN tons, comparzd with 6.4 million last year. Exports from Thailand, Burma,
[taly, and Tgypt will account for most of the increase.

— Thailand alone may account for one-half of the increase in cxports.

s Last year, Thailand cut its exports by 60% because of a drop in production
e and low carry~ver stocks. With an improved crop this winter, the
E government estimates that 1974 exports will increase to 1.2 million tons
.- from 880,000 last ycar. The government, after a year of domestic shortages
‘o and reduced exports, only began issuing price quotations on this year's crop
. in mid-January, two months later than usual. This export estimate probably
is conservative; exports may well reach 1.5 million tons.

Burma and Italy have lifted export bans as their new crops have become

available. Burma may use some of its rice to bargain for oil imports, and
Italy is holding out for high prices and selling in small umounts.
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World Exports of Milled Rice

. Thousand Tons
1971 1572 1973 1974 1

Total 7,956 8,300 6,445 7,200 - 7,500

Australia 186 172 190 230

Brazil 129 149 125 0

Burma 800 510 100 300

China 900 800 900 900

Egypt 515 456 350 500

Italy 438 428 200 500

Japan 900 200 650 380

' Pakistan 467 300 700 600

N Thailand 1,576 2,076 880 1,200 - 1,500

United States 1415 2,034 1,950 2,000

Other 630 1,175 400 600

1. Forecast, based mainly on information from US rice specialists, who tourcd Asia
in September-October 1973, and from recer . agricultural attache reports 25X1

Rice:Trends in Export Prices 1971i-Jan. 1974
US $ Per Ton

700 T
600
/
‘/
500 1
/|
/
y
40C ?
P _/
/
300 = Y,
' UniteW /
ot 200 - {w
\//\\W'ﬁ'\ailand***
100

1 { H | ! ! i | |
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*Average price for the month in New Orleans.
«*Thalland did not quote prices from 7 March 1873 unti! January 1974,

. 00% first grade.
+++2nd of month quotations for 100% first g 562662 2-74 CIA
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Demand continues strong. Middle Eastern and African countrics, which
bought increased amounts of US rice in 1973 because of the Thai ban
on experts, arc still in the market. Indonesia, the Philippines, and Sri Lanka
also arce looking for large amounts. Consumer nations will not! find the
amounts they are sceking before the next crop is harvested late in 1974.
Some importing nations may fight high rice prices by shifting to substitute
grains, such as wheat, to fill requirements. Such action would ecase the
pressure on rice prices, at the same time aggravating an alrcady tight wheat
murkct.‘

% % * % 25X1

Notes

Soviet Bank Established in Vienna

Donaubank A. G., the USSR's latest addition to its chain of banks
in the West, will begin operations in Vienna on 1 April with a capitalization
of about $5 million. The bank will specialize in financing transactions
between Austria and the USSR and other CEMA countries. Although a
few Soviets will occupy the top posts, Donaubank will be staffed mainly
by Austrian nationals. Besides Donaubank, Soviet banks in the West include
Moscow Narodny Bank in London (established in 1916) with branches in
Beirut (1963) and Singapore (1971); Banque Commerciale pour L'Eucupe
du Nord in Paris (1921); the Russo-Iranian Bank in Tehran (1923); Wozchod
Handelsbank in Zurich (1966); and Ost-West Handelsbank in Frankfurt
(1971). New York, Montrcal, and Luxembourg have been identificd as
possible locations for new banks or branch offices in the Soviet overseas
system. ‘

Czechoslovakia te Westernize Auto Industry 25X1

Czeciioslovakia has allocated $1.8 billion to modernize and expand
its automotive industry. Under the program, production probably will reach
about 300,000 cars a year in the late 1970s, nearly twice the present level.
Car design will be tailored to Western tastes; most of the increased output
is intended for hard currency markets, vrincipally in Western Europe.
Western, especially US, technology and cquipment will be used extensively.
General Motors is watching for ¢n opportunity to assist, while the US

machine tool industry anticipates sizable contracts. 25X1
25X1
8
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Publication of Interest
The Economic Situation in South Vietnam, January 1974 25X1
(CIA ER IR 74-1, January 1974,
25X1

This report reviews the periormance of South Vietnam's cconomy
during 1973. 1t highlights the continucd stagnation of industry, the sharp
increase in consumer prices, and the decline in the volume of cconomic
assistance and imports. Developments in January 1974 include (a) contipued
inflation, (b)Y a sharp decline in black market prices, and (¢) a government
move toward a unified exchange ratc system.
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GNP*

Constanl Market Prices

United States
Japan

Wast Germany
France

United Kingdom
ltaly

Canada

DOMESTIC ECONOMIC INDICATORS

Avatage Annual

INDUSTRIAL PRODUCTION®

United States
Japan

West Germany
Frarce

Uni 2d Kingdom
Itey

vanada

RETAIL SALES*

Current Prices

United States
Japan

West G=imany
France

United Kingdom
Italy

Canada

MONEY- MARKET RATES

United States
Japan

Waest Germany
France

United Kingdom
Canada

Euro-Dolhrs .

14 Fab 1974

Uffu:a nf Econnmlc Rasanreh/CIA

WHOLESALE PRICES

Indust

United States

rial

Japan
West Germany
France
United Kingdom

Italy

Canada

Average Annual
Growth Rate Since

Porzent Change

Litest  from Prevines 1 Yemr 3 Manths
Manh Month 1970 Earlier Lather
Dec 73 27 6.6 15.0 320
Jan 74 5.5 10.4 l 34.0 84.8
Dec 73 0.9 53 4.8 1.0
Nov 73 33 86 19.9 214
Dec 73 1.2 8.0 10.2 15.8
Nov 73 16 9.0 I 211 17.5
Nov 73 1.1 248 6.1

10.2

CONSUMER PRICES

United States

Japan
West Germany
France
United Kingdom

Italy

Canada

MONEY SUPPLY-

United States

Japan

West Germany

France
United Kingdom

Italy
Canad

Parcent Rate of Interest

Growth Rate Since
Putcent Change
Latest fram Previous 1 Year Previnus
(uorter  Quarter 191 Larlinr Quarter
731m 1.9 5.0 57 3.7
7311 05 8.5 100 2.0
3m 0.1 33 K] 0.5
310 0.7 6.2 8.7 29
YRR 0.9 45 11.3 39
731 0.8 3.1 5.2 34
31 0.4 5.7 6.9 1.7
Average Annual
Growih Rate Since
Percent Change .
Latest trom Previous 1 Year 3 Maonths
Month Month 1970 Earler Earher **
Dec 73 | - 0.2 5.6 5.4 1.3
Dec 73 | -2.0 8.7 1.9 13.3
Gct 73| -1 3.8 6.5 17
Nov 73 1.5 1.3 14 ~2.6
Nov 73 04 35 4, 16
Dec 73 -1.5 a4 12.8 223
Oct 73 1.8 6.4 15 -4.4
Average Annual
Growth Rate Since
Percent Change
Latest from Previous 1Year 3 Monmhs
Manth Month 1970 Earber  Earligr®®
Jan 74 2.5 104 5.9 0.8
Sep 73 4.8 13.9 25.3 26.0
Oct 73 4.1 9.1 9.2 1.2
Oct 73 2.2 6.5 12.5 31
Nov 73 0.7 12.1 14.8 219
Aug 73 8.7 124 19.0 50 .
Nov73 ' 03 101 10.5 8.0
Represeniative Rates Latest Date
Prime finance paper 25 Jan 8.00
Call money 18dan | 11,50
interbank loans {3 Months) 25 Jan | 11,83
Call money 1 Feb | 14.00
Local authority deposits 1 Feb 16.13
l Finance papor 5 Jan 8.76
Three-month deposits 1 Feb
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9.00

1 Year 3 Months

Earlier Eartier Earlier -
5.75 7.88 8.00

3.12 8.75 12.00 ;‘ s
8.00 14.25 13.00 . -
1.22 1119 1150 .:
6.66 12.63 15.50 .
5.25 9.00 9.50 °

1.38

3.38 8.31

) Month |

Average Annual
Growth Rale Since

Peccent Chang.

Lotest from Previous 1 Year 3 Monihs
Manth Month 1970 Earler Earler
Dec 73 07 5.2 89 9.5
Dec 73 36 9.1 191 218
Dec 73 09 6.2 19 124
Dec 73 06 6.7 8.5 10.9
Doc 73 0.7 Ag 10.6 14.8
Dec 73 1.4 7.7 12.5 145

5.6 91 6.7

Dec 73 06

Average Annual
Growth Rate Since

Percent Changeé

Latest {from Previous 1Year 3 Months
Month Manth 1970 Earlier  Earlier **
Jan 74 -0.5 72 54 79
Oct 73 | -0 18.2 221 150
Nov 73| 25 8.9 4.4 -18
Nov 73 | -0.4 119 5.2 6.6
Dec 73| -0.2 9.6 38 | -€9
Aug 73 1.1 208 234 285
29

Dec 73 2.0 13.0 1.7

f

- ‘Sllaonluy tﬂuclnd L
**Avarage for Istext'3 monthy compmd

wllhvlvmuo for pmlm 3 mnmhl :
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EXTERNAL ECONOMIC INDICATORS

EXPORTS*
fob. Comutatve
Latost Mn(ll'l T
T MI”I[)I’I US s . l’lH(:l!llI
Millun US § 1973 1972 Liange
United Statas Dec 73] 6930 | 70790 | 40,221 | 438
Japan Doc 73| 3412 [ 38092 | 278 | 298
Waest Germany Dec 73| 45436 | 67755 | 406,727 | 4s0
France Det 73| 3,178 | 36,830 20,398 [ 395
United Kingdom Dec 73| 2384 | 20460 22,875 ) 244
Italy Nov 73{ 2,004 | 19831 [ 16540 | 198
Canada Dec 730 2208 ' 248200 20005 1 230
IMPORTS®
fob L.nnulnlwn
Latest Muith -
R — Million US § Porcemt
Millon US S 1973 1977 Change

United States Dec 73| 5990 | 69,076 55,553 | 24.3
Japan Doc 73| 3484 | 32,4551 19,003 | 70.9
West Germany Dec 73 [ 4520 | 51,727 37.991] 362
France Dec 73| 2972 | 35428 25.268 | 40.2
United Kingdom Dec 73| 3,54 | 33,948 24,627 | 3718
Italy Nov?3| 1981 | 21,973| 15298 4316
Canada 18.835 ' 239

Dec 737 2189 ' 23.34

TRADE BALANCE*
fob./lob.

Latest Munth Cumulative  (Milhon US §)

Million US S 1973 1972 Change

United States Dec 73 940 | 1,714 [-8.332 | 8.046
Japan Dec 73| -s53 | 2737 | 8.854 | -5.148
West Germany Dec 73| 916 | 16,028 | 8735 | 7293
France Dec 73 205 1,408 | 1129 278
United Kingdom Dec 73| ~770 |-5.485 | -1.751 {-3.734
Italy Nov 73 23 |-2,143 | 1253 | -3.395
Canada

Dec 73 17

BASIC BALANCE"-

Current and Long-Term-Capital Transactions

Latest Period Cumulative (Million US S)

Milwo U5 S 1972 1872 | Change
United States*® 31 2,540 990 | -8.400 4.350
Japan Dec 73 {-1.191 | -9.770 | 2.184 |-11.954
West Germany 0ct73 | 925 | 3445| 3.867( -a21
France 73 11 17 -5569 -202 -357
United Kingdom 73 | -522 |-1.844 | -1347 | - 497
Italy 12\ 800 NA. 2,983 NA.
Canada 730 93 -151 434 -585

OFFICIAL RESERVES
Billion US §

Latest Month
| Year 3 Medths

End of  Billion US S Jun 1970 Earligr Earner
United States Dec 73| 144 | 163 | 132 | 140
Japan Jan 74| 118 1 17.9 14.0
Waest Germany Dec 73| 33.0 8.8 23.8 353
France Jan 74 8.3 44 10.0 10.1
United Kingdom Jan 74 8.2 2.8 5.7 6.8
Ilaly Oec 73 6.4 4.7 6.1 6.5

Canada . Janta 88

'Snumlly -djumd
"Cnmnmd imo-US dalllr

14 Feb 1976

] cumm mlrkn rates ol mhmo

1.487 ' 1340 147

43 6.0 58

EXPORT PUICES

N Average Annual
uss Growth Hnlu blmu
Percent Chamgg =™ 7
Latest  trom Previnus { Year 3 Months
Munth Manth 1970 Tarher  Earline
United States Dee 73 41 109 207 4.7
Jopan Oct 73 1.8 136 268 2688
Wust Germany ot 73 26 5.7 30 26
France Sep 73 1.6 15.5 35.2 1.5
United Kingdom Nov 73 0.6 8.9 18.6 2.3
llaly Sep 73 2.3 113 224 376
Canada Oct 73 1.7 14 14.5 308

EXPORT PRICES

Natienal Curroncy Average Aninal

Growih Rate Smce
Percent Change ™~ 7700 T :

Latest from Previous 1 Year 3 Momhs

Month Maonth 0] Eatlier Eat her

United States oee 73] 41 | w3 | 287 |44‘7

Japan Ou 73 20 18 1. 315
West Germa v Ger 73 1.7 18 48 45
France Sep 73 2.1 6.3 14.3 124
United Kingde Mov 73 1.4 2.0 16.4 205
faly Sep 73 0.8 11 18.7 214

Canada Oct 73 17 6.7 21.3 303

IMPORT PRICES

National Currency Average Annual

Grow:h Hate Since

Percent Change

Latest  from Previnus 1 Year 3 Months

Manth Munth 1970 Eather Eather
United States Dec 73 4.1 135 325 65.3
Japan Oct 73 24 35 16.8 294
West Germany Oct 73 1.9 0.7 43 16.8
France Ses 73 4.0 B.0 19 451

United Kingdom Nov 73 4.2 15.1 383 52.1
Haly Sep 73 0 132 342 44,1

Canada Oct 73 1.0 55 139 9.2
EXCHANGE RATES Spot Rate
As of 8 Feb 74 Percent Change from
us s 18 Dec 19 Mar 1 Fab
vet Unt Dec 66 197 1973 1974
Japanivem 0.0034 | 2240 400 | -11.20 3
! Deutsch . : . ‘ 0.30
West Germany ‘wia™ | 03630 | 4439 | 1698 | 251 | -pas
France fFranc) Por 01994 | -1.24 127 -9.53 | -0.60
United Kingdon Sluvlmgl 2.2350 {-19.91 |-14.22 -9.18-1.32
Haly (Liay 0.00t5 | -537 {-11.92 | -1441| -053
Ganada woar) 1.019t | 1048 2.13 214 | 0.65

TRADE-WEIGH1ED EXCHANGE RATES**

As of 8 Fab 74 Percent Change from

18 Dec 19 Mar 1 Feb
Dec 66 1971 1973 1974

United States

1301 -386 | 278 | -0.m1

Japan 1373 008 | -11.76 | 0.36

WESt Germany 29.23 1237 7381 -0.13

France -17.94 ] -459| -705]| -0.30

United Kingdom -26.44 | -2222 | -188 | -1.28

Ialy ~21.59 1 2033 | ~1349 | -0
- Camada T a7|_> 211' ‘ 373‘ 0.5 °

Vo

"'Wuiohtlnc is hmd on each listed counuy s mdu wilh 16 other lndustrinlixcd
countriss to rafiyet the compatitive lmpm of txchlncc-mc mmlon:
*-among the m]ar cusrencies. -
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