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Production of Cubals 1955 sugar crop ¥was cempleted during May and tgé.@ —7
g@mml deeline in the over-all tempo of econc activity whieh correspends 'as
to the dead season in the sugar industry will scon be making itself felt. Ol
‘However, compensabory spending by the government, particularly in the field .Ng
of public works, is expanding to provide support to the economy and the
@mtima@é high l@%l of private construction activity eonstitutes another C}
ef: major significance. Business confidence in general appears -
'ﬁ;o b@ relatively high, reflecting particularly the i sment during recent ~
months of Cuban suger seles to markets other than the United States. )

i

Indications are that national income during May, and during the first (n
five months of 1955, was running moderately above that of last year. Sales (j
and producticon volumes in most lines during May compared faverably te the 51
correspending month of 1954 and bank clearings were at an all-time high
level for that meonth, National revenue collectiens continued te be very
satisfactory and the 1954~55 defiecit on budgetary operations will be medest
campared to the substantial deficits recorded in the twe previous years,
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SUGAR:

During the month of May, Cuba terminated the production of ilts restrieted
b ,400,000-8panish~long-ton crop, Uneonfirmed reports indicate that blackstrep-
molasses production was approximately 197,000,000 gallens, After reaching
the permitted produectiomn of 190,000,000 g@l@m of hi~test melasses, all
producing mills closed down but some, which were in the pesitiom to | odue
further quantities, were permitted te recpen when an u:,_ 000,000
gaum’ls were sold to Publicker Industries of Fhiladelphia, Expe

by far the majc»r portien or 1,007,608 Spanish long tons were shipp
United Btates. ' Among other foreign recipients, Russia stands f:&rste;
1ifted 124,134 Spanish long tons of sugar.
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Durm May, delegates representing the Gevernmen ;
and Cuba met in Habana to m&g&ti&%@ the ;mm Rsm s&gmmt a&;‘@g
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during the first fifteen days of June, ’

OTATCES ¢

Due to the late freeze in Alabams, Cuban surplus potatoes found a ready
market, for a short time during the month of May, in the United States, It
is estimated that approximately 140,000 ecwt. of Cuban potatoes were shipped
during the month to the United States and Puerto Rico.

F

Due to the extended dry-spell, the Cuban Govermment authorized the
impertation of beef up to and ineluding July 31,

Retail sales throughout the Island for each of the first five months of
1955 have shown increases compared with corresponding months of last year,
However, signs of slackening apperent in April in mediuwm- and high-priced
outlets were more pronocunced in May when a few decreases were reperted, Thers
also had been signs of slackening in motorcar and truck sales in April., These
signs were erased in May as new gains of 50 percent and above were recorded.
Motorcar and truck sales for the first five months of the year have more than
doubled in many cases and there has been an over-all reduction in the percentage
of delinquent payments, Sales of appliances and other electrical equipment,
household and industridl, also registered increases of up te 10 percent in
comparison with the previous May, Sales of agricultural machinery were up
5 percent to 10 percent from April but about equal with such sales for May a
year ago,

TEXTIIES:

Production of rayon weaving mills in Cuba for May 1955 was at near
capacity, unchanged from the previocus month and 15 perceat to 20 percent above
that for the cerresponding month of 1954. Production of cotteon mills at abeut
65 percent capacity was unchanged from either the previous month or the ssme
month of 1954. The Cuban rayon plant contimued to operate at near capacity as
it has for the past two years. Production of lingerie and hesiery millas was
at about 65 percent of capacity,also unchanged from April and from Liay of last
year, Wholesale sales of textiles and textile preoducts were reperted \
declined 5 percent to 10 percent from such sales for May 1954. Ra\vm and
cotton goeds printed in Cuba, since inasuguration of such activity in Mamﬁ&
were reported to be having no difficulty in displacing similar-quality impo

goeds in the market,

MINING:

Construction and other mtivity leading sxpansion of the
nickel industry continued in May while pmdmt.im @f tha mines was un
from the rate mainteined steadily for the past twe years., Preduetion of
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copper, chrome, and iron pyrites was unchanged from the previcus month and @é
the first quarter but was slightly above that for May of last year, Producti
of manganese also was unchanged from the previous month but was off 25 psrcent
from May 1954, Production of zine concentrate, initiated in February of this
year, continued at 300 tons per month. Iron mines were inactive for the

eleventh straight month,

Approximately 22,000 feet of oil wells were drilled in Cuba in May, o
decrease of 6,000 feet from the ameunt of d ng in the previous month but
still far in excess of such activity for the c@rresp@nding month of last year.
A T5=bbl. per day well brought in at Jatibonico May 29 raised to 16 the
number of producing wells in that field., Iwenty-one rigs were active in May
1955 as compared with 5 rigs in May 1954, Consumption of petroleum products
in Cuba in May and for the first five months of the year was reported to have

inecreased slightly over the same period of last year,

CONSTRUCTION MATERTALS

R@w building permits issued during the month in Habana Province totalled
376 with an estimated value of 5 million pesos, as compared with 3.3 millien
peses for the same period last year, and 4.4 million for April of this ye&x'.
Included in this figure is the sum of 370,000 pesos to be spent for building
materials for 79 new dwelling wunits in Guanab&eoa and 220,000 peses fer
enlarging and improving the building now occupied by a laading Habane bank.

: Twports of steel are continuing at about the same level as in previous
months, Buropean mills have had to increase their prices and extend delivery
dates, and comsequently United States suppliers did not experience any drop
in sales during May when they alse had to extend delivery dates on mest heavy

i’tm ®

The cement plant at Mariel pmdused 217,600 barrels during May and
shipped a total of 218,107 barrels. Cement imports for the month amounted to
230,991 barrels, an immgsa of 1.00 percent over last menth's figum of
this total, Belgiwm supplied 110,607 barrels, Germany 114,169 barrels, and
England 6, 215 barrels, The newlymam@lemd cement plant at Santiage de Cuba
began op@mting at the end of the menth., This plant has a am capaeity of
80,000 barrels a year, but for the present it is m.ly clinker
imp@rted from Puerto Rice. The customs exemptions en @m@ imports were.
extended until July 31, 1955.

TRANSPORTATION 3

Inbound eargo at the Pert of Habana totalled appreoximately 284,000 metrie
tons during May, the highest figure registered for any menth of 1955 and
substantially above the teotal of 230,000 tens for May 1954, gadin
due in large part to the incereased impertatiem of buil

ammaxm ' ]
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i The Japanese freighter MITSUI recently called at the Port of Semtiag@
de Cuba with carge from the west coast of the United States. It will alsc
call at Hebana, This is the first pestwar visit of a ship of this line, and
the possibility of offering regular service to Cuban ports will depend upon
the outcome of this initial voyage.

pany recently purchased twelve new Gensral
Motors @e@cheg for use on the Habam@anﬁiag@ de Cube route, These buses are
air-conditioned and will meke the trip in 12 hours as against li-hour schedules
for older equipment,

CIVIL AVIATION:

On May 27 it was announced that contrel of Compafiia Cul
was being retumed to the stockholders and that the fomer prasidmx‘é; whc had
been on leave of absence, would resume active control of the enterprise. The
airline's indebtedness to the Agricultural and Industrial Development Bank
(BANFAIC) has been refinanced by the Economie and Social Development Bank
(BANDES) which assumed the responsibility for administration of the nine-
million-peso fund allocated to Cubana and the Habana airport under the Econcmie
and Social Development Flam,

In the first half of May the CTC sent two delegations to Washington te
enlist the support of American labor orgenizationg, government officials,
employers, and congressmen on behalf of Cuba's insterest in the matter of
pending sugar legislation, The two missions returned with reports of &
sympathetic attitude on the part of American labor towards their peint eof
view, although to Jjudge from their statements as to what American labor had
actually said, it had promised 1little more than not to press for revisiom of
present sugar legislation before its expiration at the end of 1956, The two
missions were well pleased with the treatment they received from all parties
in Weshington and generally succeeded in giving the impression in Cuba that
their trip had been very worthwhile,

The Fsdarati_m of Bank Werkers put in strong demands to th@ir mp.lmm
as the ecellective labor contract for the industry expired. The demands
included: a salary increase of 20 percent, group life insurance of %5 #0000
per employee, seniority bonus pay, dovble pay on vacations, and the revision
of the list of "confidential® jobs not covered by union membership. For a
while there was an attempted slow-down in a few banks, and & movement started
among the workers not to handle the checke of ene of the Guban«mmeé banks
but by the end of the month, negotiatiens were being conducted temper
While the union seemed to a certain degree motivated by rivalry as
trying to insure their wnien pesitions, banking seemed to be i’lmiém and
there appeared a good prospeet that some of the wnion's demands would be met.

i
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Cuba's international reserve position continued to strengthen during May
and the official reserves held by the National Bank increased moderately teo
531 million dollars on Ma,y 31, a level only about two percent below that of a
year previocusly., The volume of pes@ notes in circulation conbtracted aboubt cne
percent over the month to 430 millions, reversing the moderate but regular
expansion which had been under way since January, The National Bank?
reserve-liable deposits decreased by about three percent to 280 mill&cms s with
the drawing down of the State's accounts to meet Treasury Notes and other
short=term obligations more than offsetting an inerease in reserve deposits
by the private banks., 4As a result of the above-menticned changes, the official
reserve ratio improved during May from 73 to almost 75 percent, as compared
to about 80 percent on May 31, 195k,

Provisional estimates place the total volume of cammercial bank deposits
at an average level of about 750 millione during May and, similarly, bank
loans at about 450 millions, Largely because of a reduction in the Netional
Bank®s discount portfolic and the mentioned retirement of Treasury Notes held
by the Nationel Bank, there resulted a moderate net intermal credit contraection
by that ageney. Clearing transactions, exclusive of official items, totalled
402 millions during May, a record high for that month and a volume about 25
percent above May, 1954, Although certainly indicative of improvement in
business volume and national income, relative to last year, the high levels of
clearing transactions being recorded also reflect a continued sécular trend
toward more widespread utilization of modern banking facilities and should,
therefore, be discounted somewhat., Draft collectiens, for ne apparent reason,
have been somewhat slower during early 1955 than a year previocusly and that
situation seems to have continued through May. Generally speaking, however,
collections are still fairly satisfactory,

National revenue collections continued to be relatively good during May
with total budgetary rec@ipts for the month estimated at abeut 21 millions
including transfer items. Even excluding transfers to budgetary acceount of
non-budgetary funds, receipts during May were about 10 percent above the cer-~
responding month last year, demonstrating mederate improvement in national
income as well as better fiseal administration, Customs and related revenue
collections in Habana were about 15 percent higher this May than last year,
- indieating a continued strong demand for imperts. With fiseal 1954~1955

“nearly completed, it is now assured that the budgetary defieit for this year
will be very modest compared to the deficits of mere than 30 millione
registerad in each of the two preceding fiscal operations.

Concern in business circles that balance of payments difﬁimlti&gs

spending p@licies, may be leading Cuba toward
diminished during recent menths with the impmever

the world market, With the apparent intemt of fmne@ gbmng&hmmg business
confidence on this score, the President of the National Bank released & state-
ment on May 12 to the effect that Cuba had no heed for exchange or trade E
__controls or for currency depreclation, that any such measures would be contrary
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5 ' to the over-all ecconomic policy, and that balance of payments difficulties
could be satisfactorily met when necessary with other and less drastic means.

The government's special public works program, finenced from the bond
issue for the four=year, 350-million “Economic and Social Development Plan'',
was intensifisd during late May as the dead season in the suger industry
s‘taz'ted Additional allocations during May and early June added about 13
million pesos to 27 millions previously provided from this source for public
works, largely in the field of highway comstruction.

The Habana Tunnel Development Company, a private entity which last year
received a concession from the State for the construction and eperation of a
vehicular toll tunnel under the Habana harbor entrance, announced on May 9
that the construction contract for a Zsamillienapsse tunnal project would be \
granted to the French construction firm, Se & des G vaux de Marsell
After approval by the official National Develoment Gmiss:.on, the cmstmetlm
contracts were signed on June 6. The tunnel, which will open the largely
unogcupied area east of Habana for urban development, is to be completed within
30 months, Reportedly, an American construction firm is to do the excavation
work for the tunnel on a sub-contract basis and another American company will
provide general technical supervision for the project., Financing is to be
arranged essentially through a bond issue of the semi-official National
Financing Agency.,

Following the recommendation of the National Economic Council, a Presidential
Decree promilgated on May 14 euthorized Cuba's membership and stoek subscription
in the projected International Finance Corperation, the intermational direct-
investment agency being organized under the auspices of the Internatiomal Bank
for Reconstruction and D@V@l@m@ﬂ% Later in the month, Cuba was one in the
first group of 14 states to formally file for membership in this new financing
entity.

Counselor Q;f Embassy—
for Econemic Affairs
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