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The flow of world trade depends in part on
financial and credit facilities supplied by
commercial banks and trading firms. In
general, commercial banks participate in in-
ternational trade financing on a short- or
intermediate-term basis by advancing funds
or by lending their names to credit instru-
ments. Bank policies and procedures vary
from country to country, however, because
of differences in development of financial or-
ganization, in importance of foreign trade
to the economy, and in ability to provide or
obtain external credit.

The role of United States banks in the
international field may be described from
two points of view. First, the extent to which
banks finance world trade may be analyzed
on the basis of available information dealing
with the volume and sources of international
credit.  Secondly, the role of United States
banks may be compared to that of foreign
banks; although comparable data on finan-
cial activities are lacking, there may be some
significance in a comparison of the number
and distribution of foreign offices maintained
by United States banks to those maintained
by banks of other leading countries.

*This article was prepared by Frank M. Tamagna, Chief,
and Stephen H. Axilrod, Economist, of the Financial Opcra-
tions and Policy Section of the Board’s Division of Inter-
national Finance. It is an adaptation for the Burrerix of
a paper prepared in conncction with an internal Federal

Reserve System study of the international activitics of
United States banks.
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Over the period from the end of the
Second World War to December 31, 1953,
the outstanding amounts of short-term cred-
its to foreigners reported by United States
banks fluctuated around one billion dollars,
about the same level as in the early thirties
but above levels of the latter part of that
decade. Failure of such credits to expand
markedly contrasted with the notable growth
of United States and world trade from pre-
war to postwar years.

During 1954, there were indications of
greater interest on the part of United States
banks in financing international transactions,
and outstanding short-term credit to for-
eigners reported by commercial banks rose
360 million dollars. This was the largest
annual increase of the postwar period and
brought the total outstanding at the year-end
to the highest level since 1931. In general,
however, United States banks have been
less active in the field of international finance
than banks of certain other countries, which
have traditionally placed more emphasis on
foreign trade and investment.

Growth in foreign financing by United
States banks has contributed to the gradual
revival of effective international money mar-
kets. A significant rise in outstanding bank-
ers’ acceptances last year was an aspect of
this process. This growth has permitted
modest acquisitions of acceptances by the
Federal Reserve Bank of New York, under
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the direction of the Federal Open Market
Committee.

CHARACTERISTICS OF FOREIGN FINANCING BY
UNITED STATES SOURCES

United States commercial banks and trad-
ers—including exporters, importers, and in-
dustrial and commercial firms—reported out-
standing foreign credits (claims on foreign-
ers) of 2,361 million dollars at the end of
1954, as shown in the following table; more
than three-fourths of these claims repre-
sented short-term credit, having a maturity
of less than one year. This article is focused
on short-term foreign credits extended by
banks, which are for the most part directly
related to the financing of exports, but it
also discusses short-term credits extended to
foreigners by traders.

Tasre 1

Crants oN ForREIGNERs REPORTED By BANKs AND TRADERS
Decemser 31, 1954

[In millions of dollars]

Banks
Traders | Total
For own For
account | collection
Short-term. .......... 950 302 584 1,836
Other................ 423 ..., 102 525
Total.............. 1.373 302 686 2,361

NoTte.—Preliminary data. Excludes claims reported by Federal
Reserve Banks,

Short-term claims reported by banks
totaled 1,252 million dollars, while traders
reported 584 million. Bank claims, how-
ever, included 302 million of items held for
collection largely on behalf of customers.
These items do not represent credits ex-
tended by banks to foreign obligors, although
banks often have outstanding advances to
domestic customers against them. Since most
collection items are actually claims of bank
customers, they are so treated in this article
wherever possible. Adjusted on this basis,
short-term claims of banks were 950 million
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dollars at the end of last year, and those of
traders were 886 million. Only about 15
per cent of all short-term claims were in
the form of deposit balances held by United
States banks and traders with foreign banks.

Claims on foreigners represent primarily
sums disbursed and outstanding under credit
arrangements between United States banks
and their foreign offices, correspondents, and
clients, but they also include claims arising
from transactions between United States and
foreign businesses and individuals (exclusive
of financing extended by business companies
to their foreign branches or subsidiaries).
Holdings of foreign long-term securities are
excluded.

Banks also participate in financing the
international movement of goods through
transactions that do not give rise to claims on
foreigners. Import financing, for example,
usually involves a relationship between a
bank and its customer in the United States
and from this point of view is a domestic
operation which does not give rise to a
claim on a foreigner. Also, bank loans or
lines of credit to domestic producers and
exporters facilitate foreign trade by enabling
the producer or exporter to extend credit
abroad on his own account. In addition,
the issuance or confirmation by American
banks of sight letters of credit related to
United States exports, though involving a
foreign correspondent, usually does not re-
sult in any actual lending of funds by do-
mestic banks.” When the letter of credit

2 There arc no figures availablc on the outstanding volume
of such letters of credit; howcever, some indication of their
magnitude relative to claims on forcigners may be obtained
from figures reported by 15 large banks. At the end of 1954
these banks had 142 million dollars in confirmed lctters
of credit outstanding to Latin America (the only area for
which such information is available), and this figure in
large part represented sight letters of credit. At the same
time, outstanding short-term claims (excluding collection

items) on Latin America held by these banks were about
310 million dollars.
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results in actual lending, the amount is re-
ported as a claim on foreigners.

Some part of the short-term claims of
United States banks on foreigners represents
financing of transactions between foreigners,
reflecting mostly movements of goods be-
tween foreign countries. In the past this type
of international banking function was ex-
ercised predominantly by British and other
European banks, and foreign banks have
remained active in this field during the post-
war years.

About 200 million dollars of claims on
foreigners reported by affiliates and agencies
of foreign banks located in the United States
are included in the figures. These agencies
are active in financing trade between the
United States and foreign countries.

The credits other than short-term that are
extended to foreigners by commercial banks
represent mostly financial transactions fully
secured by gold or equivalent collateral or
credits that would not have come into exist-
ence without guaranty or commitment of the
United States Government. For example,
United States commercial banks had out-
standing at the end of 1954 some 275 million
dollars of credits under arrangements that
require the foreign borrower to maintain
full collateral in gold or United States Gov-
ernment securities; these credits represented
largely financial transactions not directly
related to trade and for the most part had
original maturities of more than one year.
In addition, banks had 120 million dollars
of credits outstanding that had been extended
to foreign customers with Export-Import
Bank guaranty. Also, under the offshore
procurement program, United States banks
have extended some credit to finance the pro-
duction of goods abroad under contract ar-
rangements whereby the Defense Depart-
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ment purchases the goods and loans are
repaid out of the proceeds.

Trenps IN ExporT FINANCING

The magnitude and trend of United States
export financing by domestic banks and trad-
ers is indicated by outstanding short-term
claims on foreigners since the early thirties
as reported by these sources and shown in
Table 2. Short-term claims reported by banks
(including collections) are the only figures
available as far back as 1931, and that series
will be used for the analysis in this section.
Data on gross foreign credits extended by
United States sources and on the average
maturity of such credits would provide more
direct measures of export financing, but these
types of data are not available.

TABLE 2

SHorT-TERM Cramvs oN ForREIGNERs ReprorTED BY Bavks
AND TRADERS

[In millions of dollars]

Banks
End of year F v Tradets

- for own or

Total account | collection

1.252 950 302 584
890 642 248 493

1.0t9 574 445 504
968 664 304 498
898 692 206 456
829 n.a. n.a. 393
594 n.a. na. 640

1,103 n.a. na. n.a.

n.a. Not available.

The relation between private financing
facilities and export trade is influenced by the
fact that export of goods may not require
financing from banks or traders. For in-
stance, some exports are tied to specific
Government loans, to Government grants
for economic aid, or to private long-term
investments. These “tied” exports generally
do not require bank or trade financing,
although commercial banks may make short-

Excludes claims reported by Fed-
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term advances or provide other facilities
incidental to such capital and export trans-
actions. The prewar and postwar trends
of financing by banks and traders, in rela-
tion to total United States exports and to
estimates of exports not financed by long-
term capital and aid, are shown in the accom-
panying chart. The latter volume of ex-
ports has been approximated by deducting
from total exports estimates of those exports
financed directly by outflows of private long-
term capital investments, Government eco-
nomic grants, and Government loans.

In the thirties, when world economic
activity was at a low ebb, the outflow of
United States long-term private investment
was small compared to the level reached dur-
ing the late twenties, and United States Gov-
ernment grants and loans were negligible.

FINANCING OF U.S. EXPORTS

Billions of dollars
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Note—Exports are annual totals and exclude grant-financed
military supplies. Estimates of exports tied to Government
grants and loans and to private long-term investment are
derived on the basis of data for long-term private investment
and gross outflows of Government grants and loans reported
by the Department of Commerce. Claims are for year-end

dates, and those for banks include collection items.
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This left to banks and traders practically all
financing of merchandise exports. In the
postwar period the outflow of long-term
private investment funds has been higher
than in the thirties and Government grants
and loans have been large, especially in the
1946-51 period. Nevertheless, the volume of
trade that might have required financing by
banks or traders has increased greatly.

While outstanding short-term credit to
foreigners reported by United States banks
has expanded recently, it is still much less
important relatively than in the thirties.
From 1945 through 1953, the ratio of short-
term claims reported by banks to annual
merchandise exports remained between 6
and 9 per cent. During this period, with the
exception of 1950, the ratio of these claims
to estimates of exports not financed by long-
term private investments and Government
loans and grants was in the neighborhood
of 10 per cent and in 1954, when United
States banks were more active in foreign
lending, it rose to 12 per cent. In prewar
years, however, ratios of claims to the two
categories of exports were much higher—
between 45 and 50 per cent in 1931 and
around 20 per cent in 1938.

These developments in international fi-
nancing by banks contrast with the course of
bank credit extended for domestic economic
activity. A more than four-fold expansion in
United States gross national product (from
85 billion to 357 billion dollars) between
1938 and 1954 was accompanied by a similar
increase in commercial and agricultural loans
to domestic customers (from 6 billion to 28
billion dollars) at all member banks of the
Federal Reserve System.

The change since the early thirties in the
proportion of exports financed by banks de-
pends in part on factors other than those
shown in the chart. One of these is the rate

FeperaL Reserve BuLLETIN
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of turnover of claims on foreigners. The
1.1 billion dollars of claims outstanding at
the end of 1931 included some foreign assets
on which collections were slow, and the
decline in claims during the late thirties,
when exports tended to rise, may have re-
flected in part liquidation of slow assets.
Claims on Germany, which were affected by
standstill agreements, were 40 per cent of
the total at the end of 1931. In the postwar
years, however, banks have also held over-
due claims on a number of countries; for
example, the rise in claims during 1951 and
1952 reflected largely the accumulation of
overdue claims on Brazil.

Another factor that affects the rate of
turnover is the original maturity of United
States bank loans to foreigners. This may
have shortened from prewar to postwar years.
By and large, banks recently have preferred
financial arrangements that either involve a
contingent liability with their own funds
actually not used or involve use of their funds
for very short periods only—usually during
the initial phase of export transactions, such
as the movement of goods to port of ship-
ment in the United States or to port of des-
tination abroad. With shorter maturities,
the proportion of United States exports fi-
nanced by banks may not have declined to
the extent indicated by the decline in out-
standing claims.

Shorter maturities on foreign credits ex-
tended by United States banks have much
the same effect for foreign borrowers as
a decline in the amount of credit granted.
In both instances additional or longer-term
financing is required from other sources to
support a given volume of United States
exports. The decline from prewar to post-
war years in trade financing by United
States banks, because of a relatively smaller
amount of credits and possibly some shorten-
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ing of maturities, has presumably been com-
pensated for by an expansion of credit from
foreign banks to their own customers.

DistrisutioN ofF FINANCING

The distribution of foreign financing by
United States banks and traders may be
analyzed from the standpoint of the various
areas within the United States providing such
financing, or from the standpoint of the re-
cipient foreign areas and countries.

United States areas of origin. As might be
expected, by far the greater part—nearly
three-fourths—of all foreign financing from
bank and trade sources originated in the New
York Federal Reserve District, as shown in
Table 3. Following in order of importance
were the San Francisco District (11 per cent)
and the Chicago District (6 per cent).

TasLy 3

SuorT-TERM CLAIMS ON FOREIGNERS, BY FEDERAL RESERVE
DistricT, DEcEMBER 31, 19542
[In millions of dolars)

Federal Reserve district Banks? Traders? Total
New VYork. ... 610 . 1,334
San Francisco. 32 198
Chicago. ... .. 98 114
Cleveland..... 53 62
Boston. . ... 23 43
Richmond. . 24 24
Philadelphia . 17 20
Dallas...... 10 18
Atlanta....... 9 11
Minneapolis. . .. 6 6
St. Louis. . ... 3 5
Kansas City. .. 1 1

All distriets............ 950 886 1,836

1Preliminary data, Excludes claims reported by Federal Re-

serve Banks,

2]tems held for collection by banks on behalf of their domestic
customers have been excluded from bank claims and included
with trade claims.

Financing by traders was significantly
larger than that by banks in the Chicago,
Cleveland, Richmond, and Philadelphia Dis-
tricts.” In these four districts, manufacturers
and exporters accounted for credits of 192
million dollars, about 70 per cent of the
aggregate foreign credits outstanding at the
end of 1954 from trade sources outside the

New York District.
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Recipient foreign areas. The distribution
of short-term financing among foreign areas
reflects largely the flow of United States
exports. In 1954 the Western Hemisphere,
which absorbed about half of United States
exports, also utilized half of the financing
provided by banks and traders. Western
European countries obtained more than one-
fourth of United States export trade and one-
third of United States financing. Asia’s share
in United States export trade, about one-
sixth, was somewhat larger than its share
of financing from United States banks and
traders, which was about one-ninth.

The distribution of exports and financing
varied greatly among countries. The ten
countries with the largest amount of credit
outstanding at the end of 1954 received, as a
group, about 60 per cent of United States ex-
ports and accounted for two-thirds of total
outstanding short-term foreign credits of
United States banks and traders. These cred-

BANKS AND FOREIGN TRADE FINANCING

its amounted to more than two-thirds of
United States exports to Turkey, about two-
fifths of exports to Brazil and Colombia, and
one-fifth of exports to Mexico and Cuba, as
shown in Table 4. Although direct partici-
pation of United States banks in the financ-
ing of trade with the United Kingdom ap-
pears to be moderate, their sterling balances
with British banks together with claims of
traders brought outstanding claims of United
States banks and trade sources to more than
one-third of 1954 exports to the United King-
dom.

The decline over the period 1931-54 in
short-term financing by banks in relation
to trade reflected varying trends among dif-
ferent areas. A sharp decline in the ratio
for European countries resulted from a re-
duction in bank claims as trade expanded.
For the countries of Latin America as a
group, the decline in the ratio was relatively
moderate since the large rise in exports to

TaBLE 4

Rerariox oF SuorT-TERM CLamMs oN ForeioNERs To UNITED STAaTES ExXPORTS, BY AREAs axD SELECTED CoUNTRIES, 1954

U. s Short-term claims on foreigners:2 Ratio of claims to exports
Area or country ex;;orésl ALU.S AU S
to area .S, - s . S. anks X
sources Banks3 Traders3 sources Banks Traders
(In millions of dollars) (In per cent)
Western Hemisphere 959 481 478 16 8 8
Western Europe........ 606 346 260 18 10 8
Asia........oooiian.. 205 105 100 11 5 5
Allothers. ...ttt 66 18 48 8 2 6
Total=—world. ........... 1,836 950 886 15 8 7
United Kingdom. .. 246 4159 87 36 23 13
Brazil. .. 195 105 90 43 23 20
Canada.. 161 71 90 6 3 3
Mexico. . 142 105 37 23 17 6
Colombia . 125 60 65 37 18 19
Cuba. et e e 86 60 26 20 i4 6
Venezuela . 84 32 52 16 6 10
TINAILY .« o vvve e ve vt et ettt et eatntneen s 490 78 ] 18 16 12 4
Japan. ..o e 677 65 44 21 10 6 3
TUrReY .« oot 81 56 39 17 69 48 21
Total=—10 countries....................... 7,077 1,238 735 503 17 10 7

1 Merchandise exports reported by Census Bureau for 1954; excludes shipments of grant-financed military supplies.

2Preliminary figures of outstanding claims as of December 31, 1954,

Excludes claims reported by Federal Reserve Banks.

3Items held for collection by banks on behalf of their domestic customers have beefr excluded from bank claims and included with

trade claims.

40f this amount 113 million dollars represents sterling deposits of U. S. banks with British banks.
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that area was accompanied by some increase
in outstanding credit.

Short-term claims of banks were about 8
per cent of total United States exports in
1954, while claims of traders were 7 per cent.
Banks were predominantly responsible for
the extension of credit to Mexico, Turkey,
Germany, Cuba, and Japan. Trade sources
provided a larger share of the outstanding
short-term credit to Venezuela, while banks
and traders each provided about half of the
credit outstanding to Brazil, Colombia, and
Canada.

GROWTH OF FOREIGN LIABILITIES OF
Unrrep States BANks

The relatively constant level of foreign
financing by United States banks since the
thirties contrasts strikingly not only with
the great expansion of world trade but also
with the large movement of foreign funds
to the United States.

FOREIGN LIABILITIES AND ASSETS
OF U. S. BANKS

Billions of dollars

LIABILITIES |

ASSETS

1931 1938 1950 1954

Nore.—Ycar-end figures. Liabilities represent forcign des
posits, and assets represent short-term and other claims on
foreigners, reported by U. S. commercial banks. Amount of
items held for collection on behalf of domestic clients is in-
cluded for 1931 and 1938 (breakdown not available) and
excluded for 1930 and 1954,
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In 1931 deposit liabilities of United States
commercial banks to foreigners were smaller
than their claims on foreigners, as the chart
shows. By 1938, following the large inflow
of foreign funds secking a safe haven in
the United States and the contraction of
credits during the depression, foreign de-
posits at commercial banks exceeded out-
standing claims on foreigners by 550 million
dollars. Between 1938 and 1954 the excess
increased to 5.1 billion dollars as foreign de-
posits at commercial banks rose from 1.1
billion to 6.5 billion, while bank claims on
foreigners (excluding collection items) rose
to 1.4 billion. To summarize: in 1931 United
States banks were net lenders of commercial
credit to the rest of the world, but in 1954
they showed a net debit position as a result
of their accumulation of foreign deposits.

About three-fourths of all foreign deposits
in commerical banks at the end of 1954
were held for accounts of foreign monetary
authorities and banks, which in postwar
years have come to keep a large part of their
reserves and working balances in this coun-
try. In addition, commercial banks held in
custody for foreigners 1.4 billion dollars of
short-term United States Government secu-
rities and other short-term paper.

Another view of the foreign operations
of United States banks is the relationship
between foreign and total business as shown
in Table 5 for fifteen leading banks engaged
in foreign business at the end of 1954. For
ten leading banks in the Second District
(New York), foreign deposits were 14 per
cent of total deposits while claims on for-
eigners were only 7 per cent of total loans
and bills discounted. In the case of five
leading banks outside the New York District,
these ratios were 5 and 4 per cent, respec-
tively.
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TABLE 5

RerLaTive IMPORTANCE oF ForEiGN BUSINESS OF SELECTED
Leapine Banks, Decemser 31, 1954

[Dollar amounts in millions]

10 New 5 banks
It York outside Total,
em City |New Vork|| 15 banks
banks? District?
Assets
Total loans and bills dis-
counted........... ..., $11,660 $6,720 $18,380
Claims on foreigners3....... $785 $248 $1,033
Ratio, claims to total
(percent)............ 7 4 6
Liabilities ’
Total deposits.............. $26,300 $13,300 $39,600
Deposits of foreigners. ...... $3,737 $725 $4,462
Ratio, foreign deposits
to total (per cent).... 14 5 11

1Banks in New York Federal Reserve District that reported
deposit liabilities to foreigners of 100 million dollars or more.

2Banks outside the New York Federal Reserve District that
reported deposit liabilities to foreigners of 20 million dollars or
more.
3Excludes items held for collection.

Nortk.—Data include wholly owned subsidiaries of these banks.

COMPARISON OF FOREIGN BANKING FACILITIES

The role of United States banks in financ-
ing foreign trade may be indicated in part
by comparing their foreign banking organi-
zation with those of other countries. The
choice by a bank of its method of operating
in foreign countries depends on numerous
factors such as legal considerations, the
extent and nature of its international busi-
ness and the direction in which it desires
to develop this business, and the form
of organization maintained by the bank in
its own country. In general, banks con-
duct their business in the international field
through branches or agencies, affiliates or
subsidiaries, representative offices, and cor-
respondents. Each method has advantages
and disadvantages. The maintenance of cor-
respondent relations with foreign institutions
appears more or less indispensable for any
bank engaged in international transactions,
while the establishment of foreign offices,
either in the form of branches or through
subsidiaries and affiliates, requires a sufficient

364

volume of business to justify establishment
and maintenance of a foreign organization.

Distribution of foreign offices. In the ab-
sence of any other yardstick by which to
measure the relative volume of international
business carried out by banks of different
nationalities, it is interesting to compare the
extent to which banks have found it desirable
to establish offices in foreign countries. In
1954, as Table 6 shows, some 100 leading
banking institutions and 60 affiliated organ-
izations, representing about 20 nationalities,
maintained about 1,250 foreign offices (in-
cluding branches, agencies, and representa-
tive offices). United States banks had some

TABLE 6

Prixcipar Banks wrrn Foreioy Orrices, 19541

Number of banks Number
with foreign offices | of foreign
Country of branches,
ownership or control agencies,
Parent Affiliated or
banks banks offices
United States............... 8 4 2112
Sterling Avea, tolal........... 3% 12 596
United Kingdom........ 20 12 3500
Rest of Sterling Area. ... 14 ..o 96
Continenial Europe, tolal. . . .. 35 92 376
France 12 22 119
Netherlands. 3 1 66
aly....... 6 6 65
Belgium 5 6 19
Switzerland 4 1 10
her..ooo i, 5 6 497
Canada......oovvunnennnn.. 6 2 118
Japan..........oooiiia.. 6 1 20
Other............oovvinnn. 10 ... 26
Total.............. 99 61 1,248

1Includes foreign branches, agencies, and representative offices.
Branches of a metropolitan country’s banks in its overseas terri-
tories are excluded.

2Excludes branches of United States banks in the Canal Zone
and Guam.

3Excludes more than 1,000 branches in South Africa and South-
west Africa of the British-owned Standard Bank of South Africa,
Ltd. and Barclays Bank . C, O., as well as almost 1,400 branches
in Australia and New Zealand of the British-owned Australian
and New Zealand Bank, Ltd.; English, Scottish and Australian
Bank, Ltd.; and National Bank of New Zealand, Ltd. These
branches are considered to function primarily as local banks, and
offices and branches of these banks in other countries, including
the United Kingdom, are considered as foreign offices for purposes
of this table,

4Includes branches outside Turkey of the Ottoman Bank,
which is of mixed French and British ownership.

Source.—Based on data in Bankers Almanac and Yearbook,
1954~55.
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110 of these offices. Twenty banks owned by
British nationals controlled 500 foreign of-
fices, the largest number. When these are
combined with almost 100 foreign offices of
14 banks of other Sterling Area countries,
they constitute the most extensive banking
network in the world that is tied together by
a community of interests, practices, and cur-
rency.

Continental European banks and their af-
filiates, some 75 in number, maintained about
375 foreign offices; the leading French,
Dutch, Italian, Belgian, and Swiss banks are
represented in this group, as well as banks
of other and mixed European nationalities.
Canadian banks had about 120 branches
abroad, while banks of all other foreign

TasLe 7

Locariox or Forrigy BrawcHrs, AGENCIES, ok OTFFICES OF

PrincipaL Baxks, 1954

[Number)
Nationality of parent banl
Country or «
area in B United Rg;t Conti- Total
which located |Unitedf gy 7 i (nental | Can- |Oth-
States don{; Ying | Fu- | ada | er
! |
United States..|...... 50 Y19 11|13 48
United King- !
dom........ 13 212 12 21 8 [ 72
Rest of Sterling |
rea........ 4 220 56 33 43 1 13 369
Continental
Lurope...... 13 66 |... ... 58 1 4 142
Canada.......|...... 3. 1. 4
Latin America3. 65 S40...... 48 55 1 223
Middle Fast
and Africas..{...... 110 2 118 [...... 6 236
Far Bast3 . . ... ] s 2] esl|.... 3| 130
All areas..| 112 500 | 496 | 3376 | 118 46 |j61,248
|

Includes the Ottoman Bank, which is of mixed French and
British ownership.

2Includes offices and branches in the United Kingdom of the
Australian and New Zealand Bank, Lid.; English, Scottish and
Australian Bank, Ltd.; National Bank of New Zealand, Ltd.;
Standard Bank of South Africa, L.td.; and llong Koung and Shanghai
Banking Corp. See footnote 3 of Table 6.

3Excluding Sterling Area countries.

4Includes 5 branches whose location is not known.

3Includes 10 branches whose location is not known.

6Includes 15 branches whose location is not known.

Source—DBased on data in The Bankers Almanac and Yearbook.
1954-55.
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countries were represented abroad by less
than 50 offices.

Foreign offices of United States banks are
less widely distributed than those of some
other nations, as shown in Table 7. Foreign
offices of British and other European banks
are located in all parts of the world; naturally
there are a large number of British offices
in the Sterling Area and of European offices
on the Continent, but most offices of British
and European banks are located in other
parts of the world. Latin America is served
about equally by offices of United States,
British, European, and Canadian banks; the
latter are largely concentrated in the Carib-
bean area. Foreign branches in the Middle
East are almost entirely those of British and
European banks; and European, British, and,
to a lesser extent, United States banks are in
the Far East. London remains the world
center in which there is the largest concen-
tration of offices of foreign banks, followed
by New York and Paris.

Predominance of British banks. Although
the number of foreign branches is not by
itself a measure of foreign business, a com-
parison of the number of bank offices main-
tained abroad and the volume of foreign
trade suggests that banks of the British Com-
monwealth continue to play a predominant
role in providing banking facilities for serv-
icing and financing the international move-
ment of goods. British banks maintain 40
per cent of the number of foreign offices,
although the trade of the United Kingdom
and its dependencies is about 15 per cent of
the world total. To these may be added banks
from other countries of the Sterling Area
and Canada, which together maintain 15
per cent of foreign offices, compared to a
similar share in world trade.

Banks of continental European countries
maintain about one-third of the foreign of-
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fices and these countries, along with their
overseas territories, account for about the
same proportion of world trade. On the
other hand, United States banks have less
than 10 per cent of the total number of for-
eign banking offices, while this country con-
tributes more than 15 per cent of world trade.
Banks of other countries, which have 20
per cent of world trade, maintain less than
5 per cent of all foreign branches.

Over the period 1931-54, the number of
foreign offices of both United Kingdom and
United States banks apparently declined
slightly. With respect to the United King-
dom, this decline reflects largely acquisitions
by local interests of some banks previously
controlled by United Kingdom nationals.
Those British banks which reported foreign
offices in both 1931 and 1954 expanded the
number of these offices about 20 per cent;
thus, the leading present-day British banks
that maintain such offices have tended to
expand their foreign organizations. A simi-
lar comparison for United States banks shows
a decline of about 15 per cent.

CONCLUSIONS

In view of the relatively constant level of
outstanding claims of United States banks
and traders on foreigners from the thirties
to the present and the marked expansion of
exports, foreign importers of United States
goods are currently more dependent than in
the previous period on financing from for-
eign sources. In the sellers’ market which
prevailed in the world economy during most
of the postwar period, United States export-
ers in order to meet competition did not need
to offer credit facilities on their own account
or through banks. Also, a large volume of
United States Government grants and loans
reduced to some extent the pressure for
financing by banks or traders.
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Other factors, however, reduced the in-
centives for commercial banks to supply for-
eign credits. During most postwar years
United States domestic demand for credit
was so large that banks had little incentive
to seek foreign outlets for their resources.
Moreover, the persistence of exchange con-
trols hampered the international flow of
short-term credit.

The relatively less extensive system of for-
eign branches maintained by United States
banks may be explained partly by the fact
that United States foreign trade expansion
on a large scale has been comparatively re-
cent, while the development of an interna-
tional banking organization is a slow process
involving experimentation and risks and re-
quiring the gradual building-up of a highly
specialized staff. When foreign countries
established their great international banks
in the latter part of the nineteenth and early
part of the twentieth centuries, they were
aided by an environment of comparatively
stable, free exchanges and of competitive
trade. Moreover, the United Kingdom and
other European countries had extensive over-
seas territories. United States banks estab-
lished their foreign branches largely after
World War I, when unstable currencies and
trade restrictions were becoming prevalent.
Most United States banks, under these cir-
cumstances, apparently have found corre-
spondent relationships adequate for the con-
duct of the volume of international business
which they have been transacting.

Recently there has been a gradual easing
of trade and exchange restrictions of foreign
countries, and this contributed to the growth
in 1954 of foreign financing by United States
banks. Accompanying these tendencies, there
has been some revival of acceptance financ-
ing by United States banks. Outstanding
bankers’ acceptances rose about 300 million
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dollars in 1954 to 873 million at the year-end,
somewhat above levels of the mid-1920’s.
Nearly two-thirds of the total outstanding
was based on international transactions, and
the remainder on goods stored in or shipped
between points in the United States.
Because bankers” acceptances are the pri-
vate short-term paper most comparable to
Treasury bills in terms of safety and liquid-
ity, they have been in demand as investments
by foreign central banks and other foreign
holders of dollar balances, as well as by
domestic sources. From the traders’ point
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of view, acceptances are a convenient, flex-
ible, and economical form of financing. The
recent growth in bankers’ acceptance financ-
ing has permitted the Federal Reserve Bank
of New York, under direction of the Federal
Open Market Committee, to make modest
purchases of acceptances from dealers. Some
of these transactions were outright purchases
and some were made under repurchase ar-
rangements with dealers for limited periods.
As of April 13, 1955, the Federal Reserve
Bank of New York held 17 million dollars
of such paper.
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