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In MEMORIAM

On October 25, 1965

JEAN BAPrIsST RATH,

former membet of our Board of Managing Directors,

passcd away at the age of 74.

A manager of our Koln Branch since 1922, he became

a member of our Boatd of Managing Ditectors in
1952 which position he held until the end of 1958.
'I'he intetests of trade and industry in the Rhineland

were always of special concern to him.

We owe Jean Baptist Rath thanks for the great serv-
ice he rendered the Bank in almost forty ycars of
successful endeavour. His personality and his achieve-

ments will always be remembered.




It is with deep regret that we have to record the
death of fourteen members of our Regional Advisory
Boards

Dr. h. c. CorNEL Berk

Landowner
Burg Neu-Hemmerich bei Frechen Bez. Kiln

Geh. Regierungsrat GusTAv BRECHT
Bad Wiessee

IHans C. BROCKMULLER
Liibeck

Dr. Ernst R, FiscHer
Bad Godesberg

Jonannes GRAF
Kiin

Konsul Frrrz H. Harwms, Senator h. c.

Chairman of the Board of Managing Directors,
Maschinenfabrik Moenus AG,
Frankfurt| Main

Franz KAISER

Partner and Managing Director
of Ubrenfabrik Villingen J. Kaiser GmbH,
Villingen|Schwarzwald




KARL KRUKENBERG

Chairman of the Board of Managing Directors,
Basalt Actien-Gesellschaft,
Linz|Rbein

RoBERT LEUZE
Owen|Teck, Wiirttemberg

Dr. Frirz Lubpwic

Partner in Thomyerke Ludwig KG,
Koblenz| Rhein

Dz. Joser MEERMANN

Partner in Messrs. Cramer & Meermann, Essen

EDpGAR Prang

Member of the Supervisory Board and the Presidential
Committee of the Supervisory Boards
of the Gerling-Group, Koln

Dr. med. h. c. Dr. phil. h, ¢. FERDINAND SPRINGER

Proprietor of Springer-Verlag oHG,
Heidelberg

WiLHELM TAFEL

Chairman of the Board of Managing Direclors,
Kabel- und Metallwerke Neumeyer AG, Niirnberg

We shall always remember these departed friends




We regret to report the death of the following

members of our staff:

WiLnerm Beeck, Diisseldorf
Hans BourTscrHeEnT, Kdln

Dr. Iemvrictt BrAvricam, Minster
Runorr BrevvoceL, Fibingen
HerMann Brivr, Dinslaken
Ernst-Aucust Bunermann, Hamburg
Jorann Doxkovrir, Mannheim
Avrots EninGer, Heidelberg
WiLrELM FiscHER, Regensburg
Hans-WerneR Fries, Koblenz
Avrvrev GERkEN, Hamburg
Man¥rED Grosskopr, Frankfurt
Maria Grossminporr, Diisseldorf
Heinz GUrGen, Bad Cannstatt
PauL HERING, Bremen

IrmA HOLDERLE, Stuttgart
Siecrinpe Hotoe, Heidelberg
Kary KeLLER, Freiburg

WirLy KrUGER, Witten

Apovr Lance, Disscldorf
ITermMANN LaNGE, Wuppertal
Bruno Lariscrr, Disseldorf
MANFRED MATERNA, Baden-Baden
IrEnE MauERMANN, Miinchen

Urrictt MEnriNG, Hambutg

MArIA MORGNER, Osnabriick
Herra MovLLer, Diisscldorf
WiLneLm Noetnen, Disseldorf
Hans OesTERWIND, Miilheim/Ruhr
GErD OswaLp, Schwelm
WALTER PAGENIIARDT, Kéln
Hewmut PieperErr, Brackwede
Heinz Proscr, Disscldorf
Dr. FrIEDRICH LERNST

GraF vON RrcHBERG, Regensburg
Avrots RENDL, Miinchen
Runorr RicuTER, Miinchen
Hemricn Ronric, Essen
S1GrR1p Rosk, Disseldotf
Huco Scemipr, Hamburg
ROBERT SCHLOTZER, Miinchen
ALTFRED SCHUMACHER, Hamburg
Prrer StanL, Koéln
KrarA Stypra, Miinchen
Hans UrerManN, Hagen
HaNs-Joactim WaLTer, Diisseldotf
Avporr WesteiiaL, Hamburg
MANFRED WiLL, Heilbronn
HeNrIETTE WiILLEMS, Disscldotf

WiLieLm WoLrr, Bonn

HermANN WoLrr, Gifhorn

Moreover, we mourn the passing of 253 retired employces

of our bank.

We shall always keep fresh the memory of the deceased.




AGENDA
Sfor the

ORDINARY ANNUAL GENERAL MEETING

to be held in the Robert-Schumann 11all at 4, Ehrenbof,
Diisseldorf, at 10 0’clock on Monday, May 2, 1966

I
To receive the established Annual Statement of Accounts and Report for
the year 1965 together with the Report of the Supervisory Board

2
To resolve as to the appropriation of Profit

3
To resolve as to granting the Board of Managing Directors

discharge from liability for the ycar 1965

4
To resolve as to granting the Supervisory Board discharge

from liability for the year 1965

3

To resolve as to increasing the capital of M 350 million by pum so million

to a total of bM 400 million by the issuc at the price of 100 per cent of new bearer
shares carrying entitlement to profit as from January 1st, 1966. The

sharcholders” legal right to subscribe is excluded subject to the understanding that

the underwriters engage to offer the new shares to the shareholders in the

ratio of one new share for every seven shares held at the price of 100 per cent.
To authorize the Board of Managing Directors to settle all further details in agreement
with the Supervisory Board

6
To amend the Articles of Association

7
To elect the new Supervisory Board

8
To clect the Auditor for the year 1966



SUPERVISORY BOARD

Enricit Becurorr, Hamburg, Chairman
Dr. Apovr Tousk, Minchen, Deputy Chairman
Dr CLemens PrassMann, Dusseldorf, Depaty Chairman
KurT Beinnorrr, Ilannover (until May 4, 1965)
Dr.-lng. Dr.-lng. L. h. Konran Enpe, Salegitter-Driitte
Dr. h. c. Rrcriard FreupeNserRG, Weinheim/Bergstrasse
Dre. Warrner Gase, Koln
Dr. Huco Grizper, Hamburg
Ricizanp C. GirrrManN, Gutach/Breisgan
ALrreD ITAASE, Miinchen
Professor 1Dr. Kurt HanseN, Leverkusen
Dr.-Ing. E. h. I'ranz HELLBERG, Kéln
HerMaNN HrLMs, Bremen
Dr. Konrap Honker, Disscldorf
Dr. Dr. h. c. GUnTER HENLE, Duishurg
De.-Ing. Dr.-Ing. E. h. H{ans Huywe, Frankfurt/Main (since May 4, 1965)
Baurat h. c. Dipl.-Tng. Wavter Hirzinonr, Tinz a, d. D./Austria
Pauvr HormersTEr, Hamburg
Max Tloserr, Iissen
Dr.-Ing. Dr.-Ing. B. h. Hemny Kgerrnsenper, Oberkochen/Witrttemberg
FHans L. MERrkLE, Stuttgart
BerniiarD H, Nienuves, Nordhorn
Dr.-Ing. L. h. WiLLy Ocnirr, Dortmund
Dipl.-Ing. ALserT voN OSTERMANN, Salach/Wirttemberg (until May 4, 1965)
Dr.-Ing. E. h. Hans REuTER, Duisburg

Rupory ScHLENKER, Hamburg

10



Dr.-Tng. B. h. Ejnst von Stomens, Miinchen
WERNER SOHNGEN, Essen
Bergassessor a, 1. CLEMENS vON VELSEN, Iannover (since May 4, 1965)
Dr. Dr. h. ¢. Fenst Heemur Virs, Wuppertal-Elberfcld
CastMIR Prinz WrrreensTen, Frankfurt/Main
Orro WoLrr voN AMERONGEN, Koln
Professor Dr. Dr. h. ¢. Dr.-Ing. Li. h. Dr. h, ¢, CARL WURSTER,
Ludwigshaten/Rhein
Dr. h. ¢. WiLrism ZANGEN, Disscldorf
As Representatives of ithe Staff:
ITerTBERT BIEI;:ERT, Freiburg/Breisgau
Hrmnrict Braun, Bad Ilomburg v.d. H.
W1 Buckarpt, Wuppertal-Lilberfeld
ITkinz DieFeNDAHL, Duisburg
BrrniARD DREWDTZ, Berlin
Kvraus Janns, Hamburg
ArrFrED KISTENMACHER, Hamburg
IIans KriNnGeL, Frankfurt/Main
WERNER L0, Dusseldorf
Ritprcer MaTiy, Braunschweig (until December 31, 1965)
ALBRrECIT PARCHTER, Stuttgart (until December 31, 1965)
Karur Scivrrz-Karuaorr, Koln
HaNs STEINACKER, Minchen
FeLix N peEr Weine, Dasseldorf
ANNA WieMANN, Aachen

GERHARD ZIF1SCH, Mannhcim
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Erica Brypery

Avsrrr GGucirr

Dr Hans TIiNnrICH AsMmus
Hermur ECKERMANN

[lenz JtinGENS

DusscrLporr CENTRAL OFFICE

AssisTANT GENERAL MANAGER

Jor the Diisseldorf Central Office area

(Direktor mit Generalvollmacht fiir Zentrale-Bercich Diusseldorf)

Dr Hans TLEIBRUTSCH

CeENTRAL OFFICE MANAGERS

ALrreDd JAHRIG

Dr Warter OsErMULLER, Syndic

Central Office Deputy Managers

Oskar KrLosrk

Iiwtcrit MOLLER

Dr SIEGFRIED JENSEN

Dy Hans-Joacnim PanTeN

HANS-O1T0O THIERBACH
Rupory WeBnr

Ginmier Ponwn
TIANS ROSENTALSKI

Jurtus WiTtmAaACk

MANAGERS AND DErPUTY MANAGERS OF TIIE REGIONAL HEAD BRANCHES

Aachen

Biclefeld

Dortmund

Disscldorf

Duisburg

Hssen

Dr Kart-Hemnz BOngiNGER
Auvcust KOENEMANN
AnToN HELLIIAKE

Kurt LANDGRAY!

Dr Grore VAErsT, Deputy
Dr WorrGanG IDIESEL
ALrRED FEIGE

Dr HArrY LEnHENER

WALIER KARKLINAT

FRIEDRICH STALILER

Dr KARLFRIEDRICH WOESTE

Dr EBERUARD BaraNowski, Deputy
Worrcang MOLLER, {efuty

Dr Iorst BURGARD

GFERUARD KELLERT

Hans JocHeN Jansen, Depaty

Dr Hexseryr I, Jacops

GrorRG WIEGMINK

ArNo Knomeier, Deputy

Dr Hurmann ScuMiny, Deputy
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Kdoln

Krefeld

Miinster

Siegen

Wuppertal

Dr WALTER BARKHAUSEN
Dr I'ranz von Birier
Pauvr ITusManN
WitueLM CLemEns, Depnly
Dr Perer W. HeLLEr, Depaty
ITrinrICH FRANKEN
ITans MULLER-GRUNDSCIIOK
‘THEO DIRESCUIMANN, Deputy
Jurcrn Pascsiky, Deputy
Dy Hemnrrcit BRAuTicAM

1 Nov. 16, 1965
WALTER SPRINGER
Ruporr 'naas
WreRNER VOIGT
Evn. Freunn, Depaty
Rrinnonp SeLoFF, Depuly
HorurrT FREUDENBERG
T{ans W, STAHL

HANNS WALTER



FrankFURT CENTRAL OFFICE

AssistaNT GENERAL MANAGERS
Sor the Lrankfurt Ceniral Office area

(Direktoren mit Generalvollmacht fiir Zentrale-Bereich Frankfurt)

Dt Joser BoosNzr

Dr Paun Kirens

WitueLM BALZER
GEORG BEARENDT
Hans DENNERLELN

WiLngiM BILERS

Dr ITans ALprrt VON BECKER

SIKGFRIED BroOCKIIAUS

KarL CrEMER
Kurr [Iruzr

Dr Eckare van HOOVEN

Dr Otro G. PIrI1AM

LrnsT H. PLESSER

CenrrAlL Orrick MANAGERS

Dr Urricu [Horre
Ernst LEDERER
Avrrip Moos
MARTIN ROSENBROCK

1Dr WALTFR Scipp

Central Office Deputy Managers
I1ans J. Jacosy
Dt Hans-PerEr Linss
Heinz MECKLENBURG
Dr Kraus MERTIN

Dr ERNsT SCIINEIDER, Syndic

Max WALTHER

Dr GERoRG S1ARA

Kurr H. Stann

Dr Kurt WINDEN, Syndic
Wik Huco Wrrr

Dr KARL SCHNEIDERS
Dr ULr SiEBEL
REINHARD S1TIN

Dr FraNZ-)OSEF TROUVAIN

MANAGERS AND Drerury MANAGERS OF THE REGIONAL HEAD BRANCIIES

Frankfurt/Main

Freibutg(Breisgau

Mainz

Mannheim

Dr Hans JoacuiM BEcHTOLF  Minchen
Dr Unrica Kraucks
Riciiarn LADENBURG
GO1rTFRIED MICHELMANN
Dr Wavter Hoox, Deputy
Jacos KOrerR, Deputy
Heresrry KRrAuss, Lepaty Stuttgart
Dr GUnNrHER IDIETZEL

Dr E. A. voN LLEWINSKT

Heinz QUESTER

Dy T1aArRO PETERSEN

Dr Ians Potz

Dr Josr Prim, Deputy

BrrRNHARD AHLEMANN

Hemvz G. ROTHENBUCHER

OseAr VOGEL

Dr IIrrBERT ZAPP

HerserT Fuss, Depuy

KARLHEINZ REITER, Deprty
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Dr Joser BoGNEr

Dr Rosrrr EHRET

Dt SIEGFRIED GROPPER

Dr Hamrokar HoFMANN
WiLtHELM Drrrricu, Deputy
R1cHARD LEWMANN, Depatly
Dr Joactim Borciary

Dr Nixoravs KunkeL
Pauvr, LEICHERT

KaARL ACKFRMANN, Deputy
Hevrmurit BALug, Deputy
ANDREAS LUIGART, Deputy
Grora Srana, epuly



Hamsurc CENTRAL QFFICE

AssisTANT GENERAL MANAGERS
Sfor ihe Hambury Central Office area

(Direktoren mit Generalvollmacht fiir Zentrale-Bereich Hamburg)

Heinz ARNAL

Dr JorANNES FESKE

CeNTRAT, OrricE MANAGERS

ALBERT NIEMANN

JonanN PFEIFFER

Dr WinrFrIED WERNER, Syndic

Central Office Deputy Managers

Hramann BrRENGER

Ruponr Habicur

WirnerLm Horp

ErnsT FREIER

HANs-KURT SCHERER

WALTER WERNICKE
Dr Pavr WITTING
Hans Woypr

Dr Warter Lirrens

Craus ScHATzZ

MaNaGERs AND DEPUTY MANAGERS OF TIIE REGIoNAL HEAD BrRANCHES

Braunschweig

Bremen

IHamburg

Dt Hans-Dierer Hatine
EricH OSTERKAMP

Hans WrITsCHER

Horst THIELE, Depnty
PeTER HARTMANN

Dr Kare-Heinz WESSEL
Rorr Hansen

CuristorH KONNERER
WERNER BLESSING, Deputy
HeinricH ELSNER, Depaty
WiLnerm GrorH, Deputy
KARL JURGENS, Deputy
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Haonover

(Osnabriick

Dr WERNER ANDERS

Dr Heyko LINNEMANN
Ruporr Hann, Depnty
WALTER K ASSEBEER, Deputy
Bruno RepETZKI, Deputy
1Dt WrRNER SELL

ULRICIHI STUCKE



REPORT PRESENTED BY THE BOARD o MANAGING DIRECTORS

T'he West German economy continued to expand again in 1965. Gross national product
showed a real increase of more than 4 per cent, and industrial production rose by 6 per cent.
Since the labour force went up by a mere 2 per cent or so and the number of hours worked in
industry rose only negligibly, if at all, the growth in output was due exclusively to improved
productivity. In the current year the economy has expanded further, although at a slower pace.
This trend is expected to continue as the year gocs on, On a longer-term view, setious cyclical
and structural disturbances (also in relations with foreign countrics) as well as social and
political tensions would have to be expected if living and production costs should rise at the
samc rate as in the past year. Tiving costs in 1965 advanced by 3.4 per cent, i. e. more than in
any onc year since 195 1. 'L'his growth rate, however, also reflects adjustments in the prices for
rents and services. Further price movements of a similar kind must be anticipated particularly
in connection with the announced reduction in subsidies. Under these circumstances, wage
increases which exceed the rate of progress achieved in overall economic productivity are all
the more bound to give cause for concern.

While the balance of goods and services for the first half of 1964 still registered a surplus
of DM 4.3*) billion, this account showed a surplus of DM 300 million for the first half of 1965
and a deficit of pm 700 million for the second half of the year. Although the rclatively large
gold and foreign currency reserves of the Federal Republic serve at the moment as protection
against a dangcrous development in the balance of payments the latter must in the future be
kept under closc watch and attention. The continued expansion of exports makes the occur-
tence of balance of payments difficulties unlikely. Neither is the extraordinary increase in
imports which was witnessed in the preceding year expected to recur. 1lowevet, if the balance
of goods and service transactions became adverse on a large scale this might gradually lead to
disintegration of cconomic relations with other countrics and might seriously impede the

*} 1 billion = 1,000,000,000
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further growth of our cconomy. Measures to correct the balance of payments should be initiat-
ed before the foreign exchange position makes them vircually mandatory. As the experiences
of many countties show, it takes some titne to countetract prolonged disturbances in the mone-
tary ficld, particularly those which hinder efforts at balancing the external account. The longer
those responsible wait or put up with half-hearted measurcs the more difficult it will be to
restore cquilibrium.

There seems to be rather general agreement as to the high degtee to which the official
budgetary policy is responsible for the impairment of West Germany’s economic equilibrium.
Yet, to date full clarity as to how to remove these disturbances still seems to be lacking. It
also scems premature to trust that the governments, central as well as Taender, arc willing and
able to pursue a policy which would be in keeping with the cyclical trend. With the so-called
Budget Safeguards J.aw adopted in December 1965 only the worst financial decisions of the
past have been corrected. By far too little attention has been paid as yet to the fact that many
official expenditure items bave tended to increase and that these increases should be offset.
At the same time the removal of certain difficultics has only been postponed inasmuch as
deficits have been either insufficiently or merely scemingly covered by applying the doubtful
instrument of additional borrowing or -~ as far as publicly owned enterprises are concerned —
by failing to make necessary investments.

Itis not yet discernible that the reduction in subsidies and other financial aids to the extent
announced is being carried through with enetgy and speed. Disregarding contributions to
social insurance, open and disguised subsidies bave by now reached a total of approximately
oM 21 billion a year. It is here that opportunities to cut down on spending are by far the most
fruitful. The proportion of financial aid which serves to conserve the position where shifts and
adjustments arc nccessary seems to be far greater than is officially admitted, ‘1'his is particu-
larly truc of financial aid whose purpose is not shown or ascertainable. It is desirable that
henccforth the public receive precisc information each year on the progress made in the
abolition of subsidies by the Federal Government, the Laendcr and local authorities. The
same applies to the activitics of publicly owned companies operating at a loss, inasmuch as
these losses are financed by means of special privileges or out of excessive profits in other
sectors. The principle must be asserted generally to grant subsidics for a limited period of
time only. Moreover, a price pattcrn which is free from subsidies and unfalsified is 2 condition
without which the expectations of thc Common Market will not be fulfilled.

Since tax receipts — as a result of the progression of income tax — tend to increase faster
than gross national product it is appropriate from time to time to cut income tax rates. The
tax cuts madc in 1964 have caused some strain only because the authorities failed to restrict
the increasc in public expenditure to the anticipated decrease in additional income from taxa-
tion. Some difficulties affecting the normal balancing of governmental budgets and the unfa-
vourable repercussions on the capital market have still not yet been overcome. It is to be
hoped that some of the ideas put forth in the report of the Fixpert Commission for Financial
Reform will soon lead to the necessary legislation being enacted. We, too, shatre the opinion
that lack of coordination in the fulfilment of public responsibilitics by a number of different
bodies adds to inefficient spending practices. We endorse the thesis that public financing —
using plans cxtending over several years — should, more efficiently than hitherto, be made an
instrument of cconomic policy as well as of long-term growth and structural policy. In this
connection there seem to us to be many reasons why the Federal Government should be en-
abled to object to parliamentary resolutions which jeopardise the balancing of the budget before

18



Bundestag and Bundesrat votc on them, Whether it will prove to advantage, as was likewisc
put up for discussion in the above-mentioned report, to develop further the monctary instru-
ments of the Bundesbank, we feel, should still be examined in greater detail in the light of past
and future experience.

In the restrictive financial and monetaty policy to check the upsurge in prices, careful
sclection and dosage of the measures is essential. Otherwise industrial investments might
be curbed unnecessarily and the growth of production might slacken. An indication that this
threat is imminent is the fact that the domestic productive system in the recent past could no
longer so rapidly or completely be adjusted to meet the growing and structurally changed
demand to the extent necessary to balance supply and demand on the domestic markets with-
out causing price increases and an extraordinary expansion of imports. It was mainly as a
result of this expansion that the surplus of exports over imports in the year under review fell
from puM 6.1 billion to pym 1.2 billion.

Although prices for industrial goods and cxport prices in the year under review advanced
by 2.4 per cent, thesc higher prices for domestic products are only one factor responsible for
the unusual growth of imports. In other industrialized countries, too, price increases, although
in part slight, have occurred. Impotrts have risen mainly because German industry was no
longer in a position to meet the growing demand to a similar extent as in preceding years. This
was not possible, although productive capacity was frequently fully utilized. In such a situation
endcavours should be made to raise domestic production in order to balance supply and
demand in the domestic economy thus offsetting anticipated deficits of some items in the
balance of payments by a surplus on foreign trade account. "T'he deficit in tourist trade alone in
the year under review amounted to b 2.8 billion. Remittances made by foreign workers to
their home countries reached a total of pm 1.7 billion. These and other deficit items in the
overall balance of payments are unlikely to diminish in the years to come. Under present
circumstances and conditions expected to prevail, a surplus in the balance of trade and services
of an average of DM 5 billion or pm 6 billion a year would appear to be appropriate. On the
whole it seems to us to be morc advisable to aim at increasing domestic production than at
slowing down industrial investment. If — as a consequence of an inadequate debt policy pursu-
ed by public authoritics or a prolonged restrictive moncetaty policy — an adequate proportion
of industrial investment cannot be financed through the capital market over an extended period
of time, this might have serious repercussions, all the more since in the year under review
costs in quite a few enterprises have risen to such an extent that the amount available for self-
financing is bound to be further reduced.

Without extensive investment designed to extend capacitics, or to adjust and shift pro-
duction, a balance between supply and demand in the domestic ficld cannot be brought about
even if price stability should be better maintaincd than in the preceding year. Alone in view
of the facts that the increase in the labour force is expected to be moderate and that trade
unions ate pressing for a further cut in working hours, a policy must be pursucd which
aims cxpressly at preserving sufficient financial freedom in investment activity.,

It is true that 1965 still witnessed a considerable growth of industrial investment, which
was even greater than the increase in the gross national product. However, this does not mean
that the investment ratio of industrial companics has generally been excessive. At this juncture
it seems questionable whether banks in 1966 will have the Hexibility necessary for expanding
their lending to assist in the financing of ncw industrial investments to the same degree as in
the preceding ycar.
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At any rate, considerations to curb, even temporarily, the self-financing of German com-
panics through a reduction in depreciation allowances for tax purposes ot through a shift in
the beginning of the period for which depreciation for tax purposes is allowed, must be
regarded as questionable. The same is true under prevailing circumstances of the idea of
imposing an investment levy which, limited to a fixed period of time, would be designed to
prompt investors to stretch out or postpone investments. 1t scems by no means to be assured
that funds thus accumulated will be used in the appropriate way or dissolved when the time to
do so has come,

If the financing of investments out of domestic soutces is made difficult, enterpriscs may,
as experience has shown, raise funds abroad to an increasing extent. This is in itsclf a natural
and unobjectionable consequence of free movement in international money and capital trans-
actions. Such a foreign indebtedness may, however, cancel out the effect of the steps taken to
curb investments out of domestic sources. These implications should be borne in mind right
from the start when considering adoption of a policy influencing the volume of investments.
Moreover, it would be disquieting if investments in the Federal Republic were financed through
short-term loans from abroad; this pattern of financing can only work as long as the foreign
lenders are ready to renew or extend such credits. Particularly in times of strained liquidity a
shift of such liabilities to domestic credit sources proves to be difficult, especially if such
requirements accumulate within a tightly restricted period of time. In the year 1965, the short-
term foreign indebtedness which is not sclt-liquidating increased rclatively heavily. The further
development of this position should be watched carcfully,

Objections must also be raised against the idea of extending the weapons available to the
Central Bank by fixing a so-called credit ceiling. This is not the time to judge whether restraint
imposed on an increase in the ctedit volume as a kind of emergency brake should be taken
into consideration in particularly difficult situations. The present economic situation at any
ratc seems to be far from such a state of emergency. For one thing it is doubtful whether
interference with the predominantly short-term credit volume of the banks is the right means
to stem cxcessive demand for capital goods which are financed mainly at long-term. In view
of the many possibilitics of evading such restrictions the efficiency of a credit ceiling valid
over an extended period of time is likewise doubttul, Morcover, such an action would promote
the dangcrous trend towards intensified credit relations among business enterprises. Since it
is especially the large enterprisc which could change over to toreign credit offers, it is to be
feared last, but not least, that the fixing of a credit ceiling would affect first and foremost the
small and medium-sized firm — an cffect which would run counter to the declared structural
objectives in this country.

Our observations are by no means intended to encourage an investment boom in which
profits and wages soar to the detriment of the currency. To avoid such a development, it is
essential that besides the pursuance of sound financing principlesin publicinvestment policy new
industrial capacities should be financed solidly, that meansaboveall through an adequately high
rate of self-financing by the enterprises concerned as well as on the basis of savings of private
houscholds and other funds disposable at longer-termo. If this proves possible, and much
depends on an cconomic, financial and monctary policy designed to bring it about, brisk
investment activity may even counteract inflationary tendencies or disturbances in the balance
of payments.

Viewing things from this angle, we fail to share the opinion that the “stopping distance”
of the credit policy pursued in the past year and a half was too long. Already in the last year bank
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