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O n  October 25, 1965 

former mcmbcr of our Board of Managjng Directors, 

passcd away at the age of 74. 

A mailager of our Kölii Branch since 1922, lie becairie 

a mcmbcr of our Board of Managjng Directors in 

195 2 which Position he held until the end of 135 8. 

'l'hc jnterests of trade and industry iil the Khineland 

wcrc always of special concern to him. 

Wc owc Jean Baptist Rat11 thanks for tke great serv- 

ice he rendered the Bank in almost forty ycars of 

successful endeavour. His pcrsonality ai-id his achieve- 

ments will always be rememlcrcd. 



It is with deep regret that we have to record thc 

dcath of fourteen members of our Regional Advisory 

Boards 

Dr. h. C. CORNEL BERIC 
Landowner 

Burg Neu-Hemitierich bei Ei.eche~z Bex. Köln 

Geh. Regierungsrat GLJSTAV BRECHT 
Bad Wiessec 

Dr. ERNST R. FISCHER 
Bad Godesberg 

JOHANNES GIIÄF 
Köln 

Konsul FRITZ H. HARMS, Senator h. C. 
C'hairman o f the Board of Mannging Directors, 

12laschinenfabrik Moenus AG, 
Frankfurt/&laitz 

FRANZ KAISER 
Partner und Managirg Director 

of Uhrenfabrik ViIIingenJ. Kaiser GmbH, 
Vii/ingen/Schwdr~waId 



KARL KRUKENDERG 
Chairntan of the h'oard of Afanaging Directors, 

Basalt Actien- Gescl/~-chaft , 
Linz l Rhein 

Dr. FRITZ I J ~ ~ ~ ~ ~  
Partner in Thonwerke Ltddwig KG, 

Koblenxl Rhein 

Dr. JOSEF MEERMANN 
Partner in Itlesm. Cramer & Meermann, Euen 

EDGAR PRANG 
Memher the ,Y~pervisoy Board aad the Pre~idential 

Conrmittee of the Superz~isory Board~ 
of the Gerling- Grorq, Köln 

Dr. med. h. C, Dr. phil. h. C. FERD~NAND SPRINGER 
Proprietor of S$rin~er- Verla'q oHG, 

Heidelherg 

WILHELM TAFEL 
Chairman of the Board of A4anucgiq Direciors, 

Kabel- find Metallwerke Nefimc~ler AG,  Nirnberg 

We sl-iall always remember these departed friends 



Wc regrct to rcport the death of the following 

members of our staff: 

WILIIELM BEECK, DÜsscld~>rf klr\~1.4 MORGNER, Osnabrück 

I IANS BOIJR.~SCIIEIT)T, Köln HELLA MÜLLER, Düsseld~rf 

DR. I IEINRICII BRÄIJTIGAII, bliinster WILIIELM NOETIIEN, Düsseldorf 

R u n n ~ r :  BREYVOGEL, Ebingen HANS OESTERWIND, hiulheini/Ruhr 

IIERMANN BRILL, Dinslakcn GERU OSWALU, Schwclm 

E ~ ~ s ~ - A r r c : r r s ~ r  B I J ~ E I . ~ ~ A N N ,  Hambuig W A L T ~ K  PAGENIIARI).~, Köln 

JOIIANN DOKOIJPII., Mannheitn I I E L ~ ~ U T  PIEPEREI,I., Brackwede 

ALOIS EI>INGER, Heidelberg HEINZ I->Ros(:II, nüsscldorf 

W T L H E L ~ ~  FISCHER, Kegensbl~rg DR. ~ R I E ~ > R I C I ~  ERNST 

HANS-WI',KNEK FRIES, Knblcri~ G R A T :  VON RECHBERG, Regcnsburg 

A ~ i : ~ n u  GERKEN, Hatnburg ALOIS R E T N ~ L ,  München 

~ ~ A N I ~ R E U  GROSSKOPP, Frankfurt R I J ~ O L T :  RICHTER, München 

MARIA GROSSIIIINU~RI', ~ i i ~ s c l d ~ i f  H E ~ N R J C H  KÖHRIG, Essen 

 HEIN^ GÜRGZN, Bad Cannstatt S I G R I ~  ROSE, Düsseldorf 

PAUL I IERINC;, Bremen Hrico SCHMIDT, Hamburg 

IKMA HOLUERLE, Stuttgarr ROBERT SCHL~TZER,  München 

SIEGLINU~ HOTOP, Ileidclbcrg A L F R E ~  SCHUMACHER, Hamburg 

KARL KELLER, Fr~ iburg  PETJCH STAHL, Köln 

WILLY KR~~(:ER, Wittcn KLARA STYPPA, Rlünchcn 

AUOLI: LAN(;E, Düsscld(.)rf H A N S  UTBRMANN, Hagen 

I TERMANN LANCE, Wuppertal HANS-JOACIIIM WALTER, Düsseldorf 

BRIJNO LARISCII, Düsscl(lorf ADOIJ WBSTPIIAL, Hamburg 

M A N P K ~ I )  MATERNA, Badcn-Baden MANFRCD WILL, Heilbronn 

IRENE MAIJERMANN, München H E N K I ~ T T E  WILLEWS, nüsscidurf 

ULRICII MEHRING, Harnburg WILIIELM WOLI~, Bonn 

HBRMANN WOLFF, Gifliorn 

Moreover, wc mourn the passing of 25 3 retired employces 

of our bank. 

We shall always keep fresh the memory of the deceascd. 



I 

T o  receive the establishecl Annual Statcmcnt of Accounts and Keport for 
the year 1965 together with the Report of the Supervisory Board 

L 

To resolve as to the appropriation of Profit 

3 
To resolve as to grariting tl-ie Board of Managing Directors 

dischargc from liability for the ycar 1965 

4 
T o  resolve as to granting the Supervisory Board discharge 

from liability for the year I 961 

5 
To resolve as co increasing the capital of D ~ I  3 5 0  million by D ~ I  50  million 

to a total of DM 400 million by thc issuc at thc pricc of IOO pcr ccnt of new bcarcr 
sliarcs carrying entitlemenr t a  profit as from January Ist, 1966. The 

shareholders' legal right to subscribe is excluded subject to the understanding that 
the underwriters engage to ofIer the new shares to the shareholders in the 

ratio of one new share for every seven shares held at the price of IOO per cenr. 
To authorize rlie Board of Managing Directors to settle all further details in agreement 

with the Supervisory Board 

6 
To alnend the Articles of Association 

7 
T o  elecr tlie new Supervisory Board 

8 

T o  clcct the Auditor for the year I 966 



Ei i i c i~  BLCHT.OLF, Hamhurg, C%~airt /~an 

1)r. A ~ ~ L P  T,<:~iise, hlünchcri, f)epz~<y C,%icrirr//nr~ 

Dr  ( . : L ~ M ~ . N s  PLASSMANN, I)üssrldorf, L)rptr(y Chriirmcrn 

I<[JRT REIND~RFF,  XXannnvcr (tintil May 4, 1967) 

nr.- lng.  Dr.-lng. L':. h. ]<ONR, \~  F,NL)E, S:~k%gittc'r-l'lriittc 

111. h. C .  l<rcri,\i<» PR~~,LIUI:NUBRC;, Wei~ilieitn/rJcrgstrnss~ 

[ I r .  Wnuisi I E L ~  G ASL, Köln 

Dr. I-IULO GRIEBEL, Hamhiirg 

Rrc i i~ i iu  C. G ~ ~ . I , E R A ~ A N N ,  Gutach/Brcisgau 

/ZI.L~RMJ IIAASE, Miinclien 

Professor Ur. I<rr~.r HAMEN, Lcvcrlc~~sen 

J3r.-Ing. E. 11. FRANZ H ~ ~ ~ ~ n e a c ; ,  IC81n 

HERMANN HELMS, Brcme~i 

Dr. K ~ N R A D  HENKEI„ 'Düsscldorf 

n r .  Dr. h. C. GÜNTER HENLE, nuisburg 

lh.-Tng. nr.-Ing. E. h. IIANS HEYNF,, Frankfurt/hIain (siilcc kla?- 4, ~361) 

Baiirat Ii. C .  T)ipl.-Trig. K J A L T ~ R  IIITZIN(;ER, T . ~ I I Z  a. CI. n.jLii~~stri:i 

PAL~L HOFAIPISTF.I{, F<i11111111rg 

q 5sen h l ~ x  IIosa11., LiL 

1'lr.-liig. Dr.-1rig. E. h. HEIN% ~<ÜI~IJRNIO;NUEK, Obcrk~cheti/\Vürttcmbcrg 

1 1 , ~ ~ s  L. ~ ~ E R K L E ,  Stuttgart 

BERNII?\RD EI. NIF~IILIES, Nordliarn 

Dr.-111~. L. h. WILLY OCI~RI. ,  nortinuric1 

1lipl.-Ing. ALUERT VON ( )S.I,T:RMA N N ,  Salach/\~'ürttcm1)er6 (until May 4, I 365) 

Dr.-lng. E. h. HANS KEIJTF.II, Duisbiirg 

R ~ J D o I , ~ :  SCIILENKCR, Hamburg 



Dr.-Tng. I':. Li. ERNS.I, VON SIDLIENS, R~Iüiirllcn 

\ ~ F . R N E R  S ~ ~ ~ ~ N G E N ,  Esseri 

Rcrfixsspssora, 13. C ~ ~ a i c ~ s  VON VELSDN, IIarino\rci (siiice R,l:iy 4, 1 ~ 6 5 )  

D,. 131. 11. C .  l71t~s.l. HELLLILIT VITS, Wuppest:tl-ClbcifCld 

( : A S T ~ ~ I R  P R I N Z  \VT.I,,I,(;ENSTBIN, Franl<furt/RI:~iri 

O.i<,l,o \VOLI:I~ V O N  ! I ~ ~ ~ . R o N ( ; E N ,  I<ö111 

Professor I>r.  Dr. 13. C .  I%.-Irig. L:. 11. Dr. 11. C .  (:!\RT, WIJRS.I'ER, 

Lticlwigslia~t.n/Rlieii-i 

nr. 11. C. Vi:~~iliii,bf Z.~N(;EN, l~iisscldorf 

Is Hrpresen/a/ i t~cs  o f /bc  S'tqff: 

I IF,'.I{TRER.I' BIEIIPXT, FrciI)urg/Bscisg:t~i 

HEINRICII T~RATJN, Bad I I o m b u r ~  v.d. J-T. 

Wi i.r.1 BIJCKARDT, Wuppertal-iilbcrfcld 

IIKINZ I~TEFENDAHL, DuisI>urg 

~ ~ E R N I I A R D  nRF,WITZ, ficrlill 

ICLAUS JAIINS, Harnbiirg 

A 1.1;REn 1<1S~E~h4~~i l i ' l i ,  H:inlb~~rg 

I IANS Kr.rNr;nL, Fratikfurt/h,Iairi 

WERNER 1.,b:0, nüsseldorf 

Iiijm(;m MATI IY, 1~1-auris~hwcig (111ltil Dcccmhcr 3 I ,  1965) 

A~ui<~c i i . r .  I'A~:~:FI.~.DR, Stiittgnrt (uiitil I )ecieillbcr j 1 ,  1965) 

KÄTI Ir: S~ l ih f1 '1 '~ -~< .4~~0FF,  I<ijlri 

HANS S . ~ ~ I N A C I ~ P . I ~ ,  hfüiichrn 

FBLIS IN ULK \K'P:II)E, 13üsseldorf 

ANNA \Y.. 'I~MANN, Aachen 

G i I A RD z ~ r , ' ~ , s ( : ~ ,  hiannhcim 





l l S S 1 ~ ' r ~  NT GENEK A I, A Z I ~ N A G I I I ~  
Jiir lhe Diir !(>ldf/t f  Crnlrnl  O j j ~ r i ,  et,rn 

(Direktor mit Gencralvollmacht l i ~ r  Zcrit1:ilr-Bcrcicli ilusscldorf) 

MANAGERS ANTI DEPUTY MANAGERS OF TIIE KEGIONAI, ~ I B A D  ~ R A N C ; I I E S  

Aachcri 11r I<ART.-~~BINZ ~ Ö I I K ~ N C ; E R  Kijln Dr W n ~ i ~ . t t  ~ A I ~ K I T ~ \ ~ J S F . N  

Auc;rrs.r T<CI~;NEMANN D r  FRANZ VON BITI,ER 

Biclcfcld ANTUN I IELLI IAICE I',\ LJL I IUSMANN 

I<rrrtr LANDGRAF WI i.irai,hi CLEMENS, D~pt{ly 
D r  GEORC; VAERST, D P ~ U ~ ~ J ,  Ur ~'ETP,I< Kr. &IEI~I.~:.I<, D C ~ H ( J I  

Dortmund r)r WO~.I?GAN(; 111~srii. .Krcfcld IIEINRICI i FRAN IXN 

ALFREW FEIGE IIANS R.IÜI,I.E,IL-GRIJN~SC~ I U I ~  

n r  I ~ A R H P  LCII~UNER '1'11r;o I>RI:SCI MANN, ~ I C ~ : I I U ? ~  
13üsscldorf WALYER KARKLINAY J ~~RC;I :N PASC:I I H, D c ~ H ! ~  

I;KI P:IJRICH S.I'ÄIILCK hl iinster 1)r HEINRI~:IT I~RÄLJTKAM 

1)r KARLFRIEDRICII \YOESTE t Nov. 16, 1965 

Dr EBEHIIARD B i i ~ ! \ ~ o w s l i ~ ,  Deputy WAL'IT,R SI~KIN(;ER 

WOLFC;ANG M ~ L L E R ,  / I C / J I ~ { Y  Siegcn RCIUOLF 1'1.~ AS 

IIuisl'iurg D r  1Io~s . i '  UC~RGARD WERNER VOI~.T 

GEIUIARD ~<BI.I.RRT EMI  I ,  FREUND, I>~]jii(y 

HANS JOCIIEN J  ANS^ N, Deputy RISINI IOLY SELOFF, /)drj,ll(y 

l<sseri 13r HKKUEKI' 1;. J ACOUS \V~ipprrta\ H n ~ i t ~ i < - r  F R E U D E N ~ ~ E I ~ G  

GEORG WIEC;~.IIN h' I ~ A N S  W. STAHL 

ARNO I < K c I ~ ~ ~ ; ~ E R ,  I)epri!)i I IANNS WALTE)< 

Dr HERMANN SCHAIII),~', /.)rpu!y 



(Direk~orcn tnit C;cneralvolImacht fcir Zciitralc-Bcrcicli Fränkfurt) 

MANAGEiiS ANU DIZPU'I'Y MANACEI~S OF TIIE ~<EGIONAL HEAD BRANCIIES 
l f i t / h i  I)r HANS J~AC:HIM I<E(:HTOLIJ MÜ11cheii Dr Jossi? BOC+NER 

D r  UI,RI(:II II;i,~rrc:a~ 1)r ROLIER'L'  EHR^:^ 

KICIIARI-~ L A ~ F . N B I J R ~ ;  I l r  SIEGFRTED GROIJPER 
GO.L,,I,FRIEI) MTCHELMA NN Dr HAMILKAR HOFIIANN 

Ilr  WALTHIC HOOIC, lleptr!y WILHELM DTT'I'RICII, Dcp/![y 

J A<:OU ILÖPER, D t P l l t y  RTCHARD LEH~IANN, ~)C/J.PU!Y 

kIn~<ur:~,i* I~RAUSS,  . I lepm?y Stuttgart I)r JC)ACTTTII BORCI I A R Y  

17rcjburg/Ri-cisgau Dr G ~ ~ N , I , H ~ R  ~ I E I Z E L  n r  Ni KOLAIJS I ~ L J N I C E L  

Dr E. A. VON TXWINSKT P A I  71. I,EICHE:.KT 

HEINZ QUEYI.ER KARL ACKERMANN, Deputy 

Mairiz I)r IIARRO PETERSEN H E L L ~ I L I ~ T T   BALL^, Uepfl~y 

D r  IIANS PÜTZ ANDKEAS LUICAR'I', DeI>u?y 

Dr  J o s ~ .  PRÜM, D e p ~ l l y  Gr:o~c,  SPANG, /leptdy 

Maririlici~n I~IIRNHARI) RHLEMANN 

HEINZ G. KOTHENRK~CHEH 

OSKAR VOGEL 

Dr IIERBERT ZAPP 
I IERBERT FUSS, Dep!y 

T ~ A R L H E I N Z  REITER, IJeprq 



(Direktorcn mit Generalvollmacht fiir Zentrale-Bereich IIarnLurg) 

Cenentrrtl Office Deprrty Mufzc~,qerx 

HERMANN BRENGER Dr WAL.I'ER T,IPI>CNS 
Krraor,~ I~ADICWI. (:LAUS SCHA'I'Z 

\V~~~IIEI,M HOPP 

MANAGERS AND DEPUTY MANAGERS OF TIIE REGIONAI, HEAD BRANL~ [ES 

Braunschwcig 13r HANS-DIE~ER HAIINE Hannover l l r  WEKNER ANDBKS 
ERICH OSTERKAMP Dr HEYKO LINNEMANN 
HANS WITSCI~ER RUDOLF HAIIN, Depq~ 

I IORW THIELE, Depull~ WALTER I<ASSERF,F.K, Depr~!y 
Bremen PETER HARI'MANN BRUNO REDETZICI, I lepli fy  

Dr KARL-HEINZ WESSEL Osnabrück I l r  WEKNER SELL 
I lambutg ROLF HANSEN ULRICII STUCKE 

CHKXSTOPH K ~ N N E K E R  
WERNER BLESSING, Deplro 

HEINRICH ELSNEH, Depcrt_y 

WXLIIELM GRO.I'H, DepuCy 

KARL J ~ R G B N S ,  Dep~lg 



T h e  Wcrt Crermnri ecoiioniy contiiiued to cxpand again iii 1965. Gross national pruduct 
showed a real increasc of more than 4 per ccnt, and industrial production rose by 6 per cerit. 
Since the labour Sorcc wcnt up by a niere 2 per cent or so and tlie nuniber of liours workcd in 
industry rose olily negligilily, if at all, the growtli in output was due exclusively to itnproved 
productivity. In thc currcnt year the economy has expanded further, although at a slowcr pace. 
This trend is cxpcctcd to coritiriue as tlie year gocs on. O n  a longcr-term vicw, serious cyclical 
nnd stri~ctural disturbünccs (also in relations with foreigil couiltrics) as wcll as social and 
political tensions would have to be expected if living and production costs should rise at tlie 
satnc ratc as in the past year. T,iviiig costs in 1965 advanced by 3.4 per cent, i. e. rnorc tliail in 
any onc year since 13j  X. 'l'his growt1-i ratc, howcvcr, also reflects adjustnients iri tlie prices for 
rcnts and services. Furthcr price movements of a siniilar kind must bc anticipatcrl particularly 
iii coniiectinn with thc announced reductioii iii subsidies. Undcr thcsc circuinstünccs, wage 
iilcreases which exceecl thc rate of Progress achieved in overall econornic productivity are all 
the niore bciurid to give cause for concern. 

Whilc thc balance of goods and services for the first half of 1964 still registered a surl>lus 
cif DM 4.3 *) billion, tl-iis account showed a surplus of uxr joo million for the first half of I 965 
aild a. clciicit uf UM 700 l~lillion for thc second half o i  the year. Although the rclativcly large 
gold arid foreigri currcncy rescrves of the Federal Republic seroc at rhc momcnt as 13rotectiori 
agaiiist a dangcrous developmeilt in the balatice of paymcnts the latter must in the future bc 
kept undcr closc wätch aild atterition. 'Slie coritinued expansion of exports ~ilakes the occur- 
reilce of balance of payrnents dit'ficulties unlikely. Neither is the extraordir-iary increase in 
i~ilports wliich was witncsscd iii the preceding year expected to recur. I Iowcvcr, if the balance 
uf ,goods and service trai~sactioi~s became adverse ori a large scale tliis niight gradually lead to  
disiiitegxation of cconoiiiic rclations with other couiitrics and might seriously impede the 

*) I billion = ~,ooo,ooo,ooo 



further growth of our cconomy. Measures to correct thc balailce of payments should l-ic initiat- 
cd bcforc the foreign exchange posizion rnakes them virtualljr inandatory. hs  thc cxperiences 
of many countries shuw, it talses sornc iiti-ic to counteract prolotiged tlisturl-ianccs in thc mone- 
tary ficld, particularly tliose which hinder eRorts ai balancing the cstcrnal account. The longer 
those responsible wait or put up witli lialf-liearted trieasurcs thc nlore difiicult it will be to 
restore ccluilibri~irn. 

There seeins to lie rathcr gcneral agreenieiit as to die high dcgrce to wliicl-i tlie official 
tiudgetary policy is rcsponsible for tlie inipairrneiit of West (;crll~any's econoniic ecluilibriutn. 
Yet, to date full clarity üs to how to retriove tlicsc cli\turbances still seenis to be lacking. 1t 
also scems prcmature to trust that thc govcrnmcnts, ccritral as well as Tdacndcr, arc willing aild 
ahlc to pursue a policy which would bc in kccpirig \vitEi tlie cyclical trcrid. With thc so-called 
Budget Safeguards J,aw adoptctl in Decerriber 1965 only tlic worst fit~aricial decisioris of tlie 
past have been corrected. Hy far too little attention lias beeti paid as yct to thc f i x t  that mariy 
official expenditure items havc tcndcd to  increase a ~ i d  t l i ~ t  rhcsc incrcüscs should be ofiset. 
At the sanie time the rcmoval of certain difficu1t.i~~ has only been pustporied iriasniuch as 
deficits have beeri either insufficiently or nierely scemingly covered by applyirig the doubtful 
iristrun~erit of aclclitional borrowing or - as b r  as publicly owned enterprises are conccrncd - 
by failirig to malie ilecessary investrncnts. 

l t  is riot et discernible that the rcductioi~ in subsidies and othcr financial aids to the cxtent 
aniiouriced is tieing carried througli witli energy and spccd. llisrcgarding coiltributioris tn 
social insurance, Open and disguiscd subsidies have by now reachcd a total of approxiniately 
n h r  21 billion a year. It is hcrc that opportunities to cut dowi~  on spcilding are by far tlie inost 
fruitful. The proportion OE financial aid wliicli serves to conserve the position where sliifts and 
adjustments arc nccessary seenis to be far greater than is officially adaiitred. 'l'liis is particu- 
larly truc of financial aid whose purposc is not showri or ascertainable. It is desirablc that 
hcnccforth the public receive pxecisc inforination each ) ear on tlie Progress tnadc iil the 
abolition of subsidies by thc Fcdcräl Government, tlie 1,aendcr and local authorities. Tlie 
same applies to  the activitics of publicly owned companies operating at a loss, inasmucl-i as 
these losses are ilnanccd by mcans of  special privileges or out of exccssivc profits in other 
sectors. The principlc must bc asserted generally to  grant suli4dies for a liniitcd period of 
time oidy. Moreover, a price pattcrn which is free from subsidies and unfalsificd is a coriditiori 
without wlich the expectations of thc Coinmon Marlret will not hc fulfillcd. 

Since tax receipts - as a rcsult of the progression of incomc tas - tend to  increase faster 
than gross riatiorial procluct it is appropriate from timc to time to cut iilcome tau rates. Tlic 
tax cuts rnaclc in 1964 have caused some straiii onlp because the authorities failcd to rcstrict 
the iricreasc in public expenditure to thc anticipated decrease in additional incomc from taxa- 
tion. Some difficulties affecting tlic normal balancing of governrnental Iiuclgcts and the unfa- 
vourable repercussions on thc capital tnarlret have still not yet liccn ovcrcome. It is to Irie 
hopcd that some of the ideas put forth in the report of the fixpcrt (:oti-imission for Financial 
Reforni will soon leacl to thc nccessary legislation being enactcd. We, too, share the opinion 
tl-iat laclr of coordiiiation in thc fulfilment of public respnnsibilities by a nuinber of different 
bodies acids to  inefficient spcnding practices. Wc endorse the thesis that public financing - 
using plans cxtcnding over several years - should, inore efficiently than l-iitherto, bc made an 
instrument of cconomic policy as well as of long-term growtli ancI structural policy. In this 
cont~cction there seem to us to be rnany reasons wky the Fedcral Govexnmcnt hhould be en- 
ablcd to object tu parlianieritary rcsolutioi~s whicli jeoyardise the balancing of the budget before 



Bundestag and Rundesrat votc on ihern. Whctlicr it will provc to advantagc, as was 1iLcwisc 
put up for discussion i i i  the a1,cive-mentioned rel-iort, to clevelop furrlier tlic monctary instru- 
ments of tl-ie Hurirlcsbank, wc fcel, should still bc examincd in grcatcr dctail in tlic light of rast 
and futurc exyicricncc. 

In tbc rcstrictivc financial and monctary policp to check the upsurge in prices, careful 
sclectioli aild dosagc OE tl-ie ineasures is essential. Otherwise indiistrial investinents inight 
bc curlicd unncccssarily arid the growth of production inight slaclcen. Lln iilclicatioil tl-iat this 
thrcat is immii~cm is the F~ct  that the dornestic prodcictive s! stem in the recent past could no 
longer so rapidly or coinliletely be adjusted to riieet the growirig aiirl structurally cliariged 
demand to the extent riecessary to balance supply arirl derriai-id ori tlie domestic inarlrets witli- 
out causing price increases arid ari extraordiriary euy~ansioi-i of ii-iiports. Ii: was inainly as a 
result of this expansion that tlie surplus of egports over imports in the year under review fcll 
from UM 6.1 billiori to ua.r 1.2 billion. 

Altliougli prices for industrial goods aiid cxport priccs iri thc ycar undcr rcvicw advanced 
by 2.4 pcr ccnc, tlicsc liiglicr priccs for dotncstic products arc only o11c factor rcsponsible for 
tlic uriusual growth of imports. In other industrialized countries, too, price ii-icreases, althougli 
in part slight, have occurred. Imports have risen mainl!. because Gernian ii-idustry was rio 
longcr in a position to mcct thc growing dcmand to a siiriilar extent as in prcceding years. This 
was n o t  possiblc, althougli productive capacity was frccluently fully utilized. l r i  such a situatiori 
endcavours should bc madc to raise doinestic production in order to balance siipply and 
detnand in thc domcstic economy thus offsetting anticipated deficits of some items in the 
balance of payrncnts by a surplus on foreign trade accounr. 'l'he deficit in rourist trade alone in 

the year under review aiilounted to DAI 2.8 billion. Remitt~nccs madc by foreign workcrs to 
thcir home countries reaclied a total of UM 1.7 billion. 'l'hese and other deficit iterns in tlic 
overall balance OE payrnents are unlik~ly to dirniiiisli in the ycars to  come. Uriclcr prcscrit 
circumstances and conclitions expected to  lircvail, a surplus ii-i the balance cif trade aild services 
of an average of n M  5 billion or DM 6 billiori a ycar would appcar to bc appropriate. O n  the 
wfiole it seems to  us to bc Inoxc advjsablc to airii at increasiilg dornestic production than at 
slowing dowri iiiclustrial irivestincnt. lf - as a coi-isequence of an inariecluate debt policy pursu- 
ed by public authoritics or a prolorigcd restrictivc rnonctary policy - an adccluate proportiori 
of industrial invcstmcnt cannot be finariced through the capital marliet over ari exterided period 
of timc, this miglit have serious repercussioris, all the more sirice iii the year under review 
costs in cluite a few cnterprises have risen to such an exteiit that thc aniour-it available for sclf- 
financing is bound to  be furthei reduced. 

Without extensive investment designed to evtentl capacirics, o r  to adjust and sliift pro- 
duction, a balance between supply and demand in thc domcitic ficld cannot be brought aboiit 
even if price stability sl~ould he hetter maintainccl than in thc prcccding year. Alone in view 
of the facts that the incrcase in thc labour force is expected to be moderate and that trade 
unions are pressing for a further cut in working hoiirs, a policy must hc pursucd which 
aims cxpressly at yreserving sufjicient financial freedoin in invcstmcnt activity. 

It is true tl-iat 1765 still witncsscd a consiclcrablc growtli of industrial investinent, wl-iicl-i 
was even greater than tl-ie incrcasc in the gross national product. However, this does not mean 
that tl-ie investment ratio of inriustrial cornpanics has gcnerally becn excessive. At this juilcture 
it seems cluestionablc wlietlicr bariks in 1966 will Iiave the Hexibility necessary for expanding 
tfieir leridirig to assist in the fiilanciiig o C  ncw industrial investinents to the salne degree as in 
tlie precedirig ycar. 



At any rate, corisiderations to curb, evcn temporarily, thc sclf-financing of C'  erm man coin- 
panics through a reduction in depreciation allowances for tax purposes or through a shift in 
thc beginning of thc pcriod for which depreciation for tax purposes is allowcd, must be 
regarded as questionablc. 7'hc same is truc under prevailirig circumstances of the idea of 
itriposing an investment levy which, limitcd to a fixcd pcriod of tinie, would be designed to  
proiript investors to Stretch out or postpone invchtmcnts. l t  sccms by no means to be assiirect 
that funds thus accumulated will be used in thc appropriatc way or dissolved whcri tlie tinie to 
do so has come. 

lf thc financing of invesri~rents out of donrestic sources is made difficult, cilterl-iriscs inay, 
as cxpcricnce has shown, raise funds abroad to an increasiirg cxtcilt. This is in itsclS a natural 
and uilobjectioaable consequence of free inoveinent in international lnoney and capital trans- 
actions. Such a foreigil indebtedncss may, howevcr, canccl out tlie efTect of the steps talien to  
curb investments out of cloincstic sources. Thcse irnplications slinuld be borne iri inind riglit 
from tlie start wl-ieri considering adoptioii of a policy iniluei~cirig tlie vol~i~rie of iiivestnierits. 
Moreover, it would be disquieting ifinvcstinents in the Fcderal Kcpublic were firianced through 
short-terni loans from ahroad; this pattcrn of financing can nnly work as lorig as the foreigri 
lenders are ready to reriewr or extend such crcdits. Particularly in tirnci of strained liquidiry a 

sl-iift of such liabilitics to dotnestic credit socirces proves tu be difficult, especially if such 
rccluire~ilents accutnulatc within a tightly rcstricted periocl of tinie. Iri the year I 965, zhc short- 
terni foreigri indebtcdness which is not sclf-liquidating incrcased rclativcl y heavil y. 'l'he further 
development of this position should be watchcd carcfiilly. 

Objections must also be rüised against thc idca of cstending thc wcapons available to the 
Central Ranlr by fixing a so-called ciedit ceiling. This is not thc time to  juclgc whetlier restraint 
irnposed on an increase in the credit volume as a kind of rmergcncy brakc should be talreri 
into consideration in particularly difficult situations. The present econot-nic bit~iatiori at ariy 
ratc seems to he far from such a state of emergency. For oile thing it is doubtful wlietlier 
iiitcrfcrciicc with the predotninaiitly sl~ort-terrn credit voluirie of the bailks is ~ h c  riglit iiicans 
to stcm cxccssivc dcmancl h r  capital goods url-iicli are firianced mainly at lang-tcrnl, 111 vicw 
of thc many possibilitics of evading such restrictioris tlie efiiciency of a credit ccilii~g valid 
over an extcnded period or time is likcwisc doubtf~~l .  Rforcover, scicli ari actio~i would promotc 
thc dailgcrous trcnd towarcls iiitciisitied credit relations ariiorig busiriess cnterprises. Sincc it 
is espccially the largc cntcrprisc urliicli coulcl cliarige over to foreigri credit ofrers, it is to he 
frarecl last, but not least, that thc fixing of a credit ceiling woulri afl'ect first arid foremost the 
sniall aiid mediuin-sizecl firm - an cfict whicli would run Counter to the declared structural 
objectives iri this country. 

<)ur observations are by no ineans intended to cncouragc an invcstmcnt boom i r i  wliich 
profits and wages soar to the detrimerit of tlie curreiicy. To avoid such a dcvcloytncnt, it is 
csscntial that bcsidcs thcpursuanccof sou~id fiiiaiicing princil>lesiripubliciiivest~neilt policy ricw 
industrial capacitics shoultl be financed solidly, that irieaiis aboveall through an adcquatcly high 
rütc o f  self-financing by thc cnterpriscs conccrncd as wcll as on tlie basis of savings of private 
houscholds and othcr funds disposablc at longcr-rerrn. Tf this proves possible, and niuch 
depends oii an economic, fii-iancial and monctary policy clcsigned to hring it about, brisk 
itivestrnerit activit)~ rriay even couriteract iriflationary tcndencics or disturbanccs in the balancc 
of paynients . 

Viewing things from this anglc, wc fail to share the opiriion tliat the "stopping distance" 
of the crcdit policy pursued in thc paht ycar and a half was too long. Already in the last year bank 














































































































