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Official Settlement Balance — The underlying eco-
nomic rationale is that only official holdings of dollars
represent a meaningful potential claim on U.S. reserve
assets. Foreign private persons and international organi-
zations demand dollar balances to meet the needs of
international trade and finance. Thus, an increase in
foreign private holdings of dollars (IV.4.b) is treated as
a capital inflow, while changes in foreign official holdings
of dollars {IV.4.a) is treated as a financing item. The
Official Settlements Balance recorded @ surplus of $2.7
bilion in 1969, almost double the swrplus recorded in

1968. This undoubtedly overstates the underlving strength
of the bualance of pavments, because the $8.8 billion
capital inflow through the Eurodollar market {(IV.4.b)
wis mainly due to the need of U.S. banks to find sources
of funds not subject to Regulation Q interest rate ceilings.

Conclusion — Regulation Q has distorted both of these
measures in 1969, making one look stronger and the
other weaker than it really was. These measurement prob-
lems caution us not to rely on summary statements about
the balance of payments. This is especially true of a
reserve currency country like the United States.
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Balance of Payments Measures
Liquidi Official
Transactions Balance of Payments Accounts Iqu "y Balance | Settlements Balance
' Financin Financin
Net 9 Net 9
. of Net of Net
Receipts  Payments Balance Balance Balance Balance Balance
1. Goods and Services ... . 554 53.3 | + 21 +21 0 +21 0
1. Merchandise
Trade [goods) .. . 36.5 | 35.8 e ol | A B
2. SErViCes e, 189 . 17.5 +v4 0 b
a. Military - 1.5 4.9 — 3.4
. Investment lncome i 3.9 4.4 3 4.5
¢. Travel 21 3.4 — 1.3
BT o 1 6.4 4.8 + e |
Il. Private Capital ... 3.7 5.0 - 1.3 L=< T R I—
1. Long term 3.7 4.4 — T | | e
. Direct Invesiment 7 3.1 — 2.4 2.4
b. Porifolio Invesiment . 3.0 1.3 S I 2 | + 1.7
¢. Bank and Other Loans (Net)... .0 .0 O U + K}
2. Short term . R K] - .6 — b
Iil. Government 1.5 5.5 — 40 | — 4.0 | ]
1. Loans 1.5 3.4 - 19 — 1.7
2. Grants and Transfers .........| e 2.1 — 2.1 — 2.1
IV. Other
1. Private Transfers ... e .8 - .8 - B - 8
2. Errors and Omissions .| . 3.0 -~ 3.0 - 3.0 — 30 |
3. Changes in U.5. Reserve
Assets ... e .8 2.0 — 1.2 | — 1.2 - 1.2
a. Gold {oulflow is receipt} 1.0 — 1.0
h. Convertible Currencies B + K]
c. 1 MF Gold Tranche ..ol e 1.0 — 1.0
4. Changes in U.5. Liquid _
Liahihities oo 8.9 7 8.2 0 . H 82 |
a. Foreiga Official Holders . 3 - T U RV I -
b. Foreign Private Holders 8.8 L. + 8.8 + 88 |
¢. Infernational Organizations
Other than | MF . .| .2 - LI RO SO — s
7 Total e 70.3 70.3 .0 — 7.0 + 7.0 + 27 - 2.7
Note: Figures may not add because of rounding.
*Preliminary
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