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LATIN AMERICA Page

THE GENERAL SITUATION

Current economic trends favorable to countries exporting oil, iron
ore, copper; unfavorable to agricultural commodity producers.
Coffee is exception, enjoying brisk world demand, but new sur-
pluses are building up, especially in Brazil,may cause prices to
fall again. Latin cotton nations disturbed and displeased by U.S.
decision to dispose of cotton surplus at world market prices; could
result in closer Latin-Soviet economic relations. At present 20
Latin-Soviet trade agreements in existence; trend toward more now
noticeable. Wider public awareness of benefits from U.S. trade and
investments necessary to combat trend 1-2

COUNTRY AND AREA BRIEFS

CENTRAL AMERICA's economicintegration pushed by regional ministers'
council of five republics and by U.N. Econ. Comm. for L.A. Recom-
mendation for common petroleum, market and building of area's 1st
refinery high on agenda. Total oil consumption of area in 195̂ >
14-16,000 b/d. Oil exploration news from four Central American
countries: region's 1st oil discovery in Costa Rica; two new con-
cessions in Honduras; new concession application and natural gas
discovery in Nicaragua; preparations for oil search influence
Guatemala's economy, settlement of overlapping concessions under
way; dry well in British Honduras near Guatemalan border 2-k

BOLIVIA's hope to replace tin by oil as major export commodity
closer to realization as result of Gulf Oil's contract with Y.P.F.B.
to undertake exploration and help finance pipeline to Chilean port.
Line will substantially raise oil output and export. Meanwhile,
Bolivia increases exports to neighbor countries by tankcars.
Y.P.F.B. to drill 38 new wells, hopes to bring output capacity to
17,000 b/d by year end. Plan to improve oil supply for Santa Cruz
area. Several foreign companies interested in obtaining conces-
sions under new oil law



L A T I N A M E R I C A

THE GENERAL SITUATION

Current economic trends in Latin America, as usual, do not clearly point in one
direction. Countries whose chief earnings are derived from the sale of oil, iron ore
or copper have at their disposal an expanding world market with stable or rising prices.
On the other hand, agricultural commodities which account for the major share of Latin
America's world trade must generally be pushed in markets characterized by oversupply
and dropping prices. The one big exception to this is coffee, Latin America's biggest
export commodity. Coffee exports have sharply increased by volume and unit value since
late last year, compared to the same period a year ago. However, there are now strong
indications that the brief coffee boom is about over,in view of the replenishment of
stocks in the U.S. and the rise of the coffee surplus in Brazil. Colombia and Central
America may still find a ready market for their type of coffee for some time since their
crop was hit particularly hard by last year's heavy rains, thus creating a shortage, but
unless Brazil and the other coffee producers make a concerted effort to keep the expected
new coffee surpluses off the world market (by means of the still controversial international
coffee agreement, recommended by the Intern American Economic Council) a price decline
seems in the offing.

The prospects are even worse for the area's cotton producing nations; Peru, Mexico,
Paraguay and, to a lesser extent, Brazil, Nicaragua and El Salvador. In the first three
of these countries, cotton is the chief source of foreign exchange earnings. Cotton has
been selling in a declining world market for some time now. But, in the view of these
countries, any chance for a revival of the cotton market has been spiked indefinitely by
'•,he U.S. government's recent announcement that it would dispose abroad of its huge cotton
surplus at competitive world prices (which are below domestic support prices). The action
has had political and economic repercussions throughout Latin America. Uruguay, a non-
cotton country has asked the Inter-American Economic & Social Council to investigate the
effect of the U.S.'s decision on the economy of Latin America. Peru has officially pro-
tested against it and its press has unanimously labeled it an "unfriendly act" on our
part. Several nations have also proposed some sort of an Inter-American Court of Economic
Appeal where hearings would be held before any more "unilateral" actions of this type
take place.

According to some Latin American statesmen, our cotton policy might also help the
Soviet Bloc to get an economic foothold south of our border. A recent suggestion by
Czechoslovakia to negotiate price stabilization deals with underdeveloped countries,
even though obvious propaganda, is now falling on much more attentive ears. Many Latin
countries are evidencing increased interest in selling their surplus goods to the Soviet
Bloc. In Brazil, President Kubitschek has called trade with Russia "probable" while a
Polish trade mission has offered to buy coffee, cocoa and minerals in exchange for heavy
machinery and oil industry equipment. Chile has recently signed compensation agreements
with several Soviet satellites (in each case nitrates vs. machinery). Argentina is ex-
panding its trade agreements with Russia, under which it receives substantial quantities
of oil, and has recently bought 60 twin-engined planes from Czechoslovakia and large
quantities of coal from Poland. Meanwhile, Soviet trade missions are currently negotiat-
ing in Uruguay and Mexico.

Altogether, there are now some twenty trade agreements in force between Latin
imerica and the Soviet Bloc.They call for an exchange of $ 500 million worth of goods

each year. In the past, the Soviet Bloc has proved itself unable to fullfill its part
of the bargain and in 195̂  actual commerce amounted to only $200 million. Compared to
the $6.6 billion merchandise trade with the U.S. this is an insignificant sum but the
Communist trade infiltration of Latin America has now become offical Soviet policy. At




