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offered and sold metal  there ,  a few occas iona l  sales  
do not  make  for a r e p r e s e n t a t i v e  and  ba l anced  London 
market .  In any  case, wi th in  t h r ee  days  of f ixed pr ices  
being abandoned,  the  London  forward  pr ice  fell by  
more  than  s 140 and thus  d ropped  be low the  Ch i l ean  
sales  price, Producers  h a v e  r e c e n t l y  re-aff i rmed the i r  
preference  for fixed pr ices  and  it is f ea red  t ha t  t hey  
m a y  turn  the i r  backs on the  Meta l  Exchange as soon 
as they  can  a n d  h inder  the  f ree  p lay  of supp ly  and 
demand  by  ad h o c  t ransac t ions .  M e a n w h i l e  copper  
users  are t ry ing  to guess  the  l eve l  at which the  wor ld  
m a r k e t  pr ice  will u l t ima te ly  sett le.  They  k n o w  tha t  
the  producers  could accept  a pr ice  of less t h a n  s 300 
a l though  they  might  h a v e  to rev i se  the i r  ca lcu la t ions  
in the  l ight  of the la tes t  t axa t ion  measures  in  Chi le  
and  Zamhia l  they  also k n o w  tha t  t he re  is a t h r e a t  
of la rge-scale  subs t i tu t ion  of copper  b y  a lumin ium 
and  plast ics unless  the  pr ice  drops  be low s 400. These  
then  would be  the  marg ins  wi th in  which the  wor ld  
marke t  pr ice should  sett le.  

The  col lapse of a f ixed pr ice  for copper  i l lus t ra tes  the  
difficulties of any  car te l l i sa t ion  and p roducer  control  

of r aw mater ia l s .  As long  as a rea l  e m e r g e n c y - - s u c h  
as i n a d e q u a t e  pr ices  or  insuff ic ient  m a r k e t s - - c o m p e l s  
p roduce r s  o n  the  one  h a n d  to co-opera te  and  on the  
o the r  offers  t hem a chance  of ad jus t ing  the  m a r k e t  b y  
ope ra t i ng  sa les  quo ta s  or stock piling, such a g r e e m e n t s  
work  more  or less sa t is factor i ly ,  t hough  often to the  
consumer ' s  d i s advan tage .  But whe re  it is a ques t ion  
of d i rec t ing  consumpt ion  and  of d i s t r ibu t ing  a l imited 
supply  fa i r ly  among  va r ious  ca tegor ies  of users,  in- 
t e rna t iona l  a g r e e m e n t s  are,  as a rule,  too rigid and  
str ict .  In this  r e spec t  t he re  is no di f ference b e t w e e n  
p r i va t e  co -opera t ion  a m o n g  copper  prod~acers and  
a g r e e m e n t s  which e n j o y  Sta te  app rova l  and suppor t  
l ike  the  i n t e r n a t i o n a l  Tin Agreemen t .  The  Copper  
Agreemen t ,  too, h a d  i nc rea s ing ly  pol i t ica l  u n d e r t o n e s  
and  f ina l ly  led to an  official  Br i t i sh  demarche  in 
Zambia  to g ive  a w a r n i n g  aga ins t  d e m a n d i n g  exces-  
s ive  taxes  f rom the  producers .  A free  world  m a r k e t  
c e r t a in ly  ha s  an  a d v a n t a g e ,  which should  not  be  
under - ra ted ,  in t ha t  it p r e v e n t s  the  i n t e rna t i ona l  r aw  
mate r i a l  e c o n o m y  from becoming  the  objec t  of poli t-  
ical cons idera t ions ,  which would  be  pa r t i cu la r ly  dan-  
gerous  in t he  case  of s t r a teg ic  meta l s  such as copper.  
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T u r n o v e r s  in wor ld  t rade  dur ing  
the  first  mon ths  of the  cu r ren t  
y e a r  h a v e  been  cons ide rab ly  h ighe r  
than  a y e a r  ago. Prom J a n u a r y  
to Apri l  1966 expor ts  of the  f ive 
mos t  impor tan t  W e s t e r n  industr i -  
al countr ies  (USA, Germany ,  UK, 
France,  and  Japan)  r ep re sen t ing  
45~ of world  t r ade  su rpassed  
the i r  p rev ious  y e a r ' s  cor respond-  
ing va lue  by  a to ta l  of 13~ The 
r i se  of impor ts  reached  15 ~ even.  
A l t h o u g h  these  ra tes  of inc rease  
do not  jus t i fy  the  conc lus ion  tha t  
an acce le ra ted  g r o w t h  of world 
t r ade  has  t a k e n  place,  s ince  they  
are  exagge ra t ed  due  to the  effects 
of the  dockers '  s t r ike  in the  USA 
in the  beg inn ing  of 1965, t hey  are 
p rov ing  a n y w a y  t h a t  t ak ing  sea- 
sonal  dev ia t ions  in to  cons idera t ion  
- - a  con t inua t ion  of the  v iv id  ex- 
pans ion  c a n n o t  be  over looked .  

Na tu ra l ly  i nc r ea se s  condi t ioned  
b y  the  s t r ike  h a v e  b e e n  most  
v igo rous  in the  fo re ign  t r ade  of 
the  USA. The  e x t r a o r d i n a r i l y  h igh  
g rowth  of expor t s  ( J a n u a r y  to 
Apri l  + 18~ a n d  of impor ts  
( +  23 ~ in a cons i de r ab l e  degree  
ref lects  the  p r e v i o u s  year ' s  tos- 
ses. This  a b o v e  al l  appl ies  to ex- 
por t  valuses .  A d j u s t e d  for seasona l  

va r i a t i on  t h e y  h a v e  b e e n  s l ight ly  
h ighe r  on ly  in the  first th i rd  of 
1966 as compared  wi th  the  las t  
one of 1965. Impor t  va lues ,  how- 
ever,  also u n d e r  this  aspec t  in- 
c reased  cons ide rab ly  at  a ra te  
co r re spond ing  to tha t  of the  
p rev ious  yea r  (1965: + 140/0). 
This re f lec ted  c lea r ly  the  v igorous  
expans ion  of demand  toge the r  wi th  
an inc reas ing  ut i l i sa t ion  of do- 
mest ic  resources .  So the  expor t  
surplus,  ca lcu la ted  for a full cal- 
endar  year ,  was  a l r eady  20 0/0 
smal ler  t h a n  in 1965. For the  t ime 
be ing  prospec ts  for a n n o t h e r  re- 
duct ion  of the  USA's  b a l a n c e  of 
payments  deficit  thus  da rkened  
cons ide rab ly  again. 

Accord ing  to data  ava i l ab le  so 
far, in the  first months  of 1966 
also in W e s t e r n  European  coun- 
tries impor ts  from o ther  par t s  of 
the  world  h a v e  been  increas ing  
more than  expor ts  to those  areas.  
The t rend  towards  reduc ing  the 
Wes t  European  ba lance  of t rade 
deficit, ef fect ive  from mid-1964 un- 
til  mid-1966, has  thus p roved  to 
be a t empora ry  feature  only. And 
from this  it resul ts  tha t  af ter  a 
t empora ry  in te r rup t ion  con t rac t ive  
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inf luences  on the d e v e l o p m e n t  of 
incomes  appeared  again. Concur-  
r en t ly  the  in te rna l  European  ex- 
change of goods was in f luenced  b y  
the  change in the  reg iona l  differ- 
en t i a t ion  of the  bus iness  t rend.  
Thus e . g .  I ta ly ' s  and  France ' s  
expor t  surp luses  dec reased  s l ight ly  
again, ma in ly  due to a s t rong re- 
v iva l  of i m p o r t s - - w h i l e  v ice  ve r sa  
a t e n d e n c y  towards  g rea te r  sur-  
pluses  p reva i l ed  in the Fede ra l  
Republ ic  of Germany .  

In J a p a n  too the  beg inn ing  of 
a cycl ical  upward  t rend  was re- 
f lected c lear ly  b y  the  d e v e l o p m e n t  
in foreign trade.  Af ter  indus t r ia l  
p roduc t ion  s ince  the  end of 1965 
has  been  inc reas ing  again, impor ts  
h a v e  also inc reased  cons iderab ly .  
Prom J a n u a r y  to Apri l  1965 t h e y  
surpassed  the resul ts  of the  pre-  
v ious  yea r ' s  co r r e spond ing  per iod  
b y  13 ~ (1965: + 3 ~ At  the  same  
t ime exports  con t inued  growing  
a l though  at 14~ they  did not  
reach the p rev ious  yea r ' s  leve l  
(1965: + 27o/o). J a p a n  is prof i t ing  
pa r t i cu la r ly  f rom the  b u o y a n c y  of 
imports  in Nor th  America ,  for in  
1965 a lmost  one th i rd  of its ex-  
por ts  wen t  to the  USA. Sales in  
this marke t  in the  first two mon ths  
of 1966 h a v e  r i sen  b y  31 ~ a b o v e  
the i r  level  a y e a r  ago. Also  in 
Wes t e rn  Europe J a p a n  ach ieved  
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an export  growth  of 24 % while 
its exports  to raw materials  pro- 
ducing countries rose cons iderably  
less. 

Primarily, the pronounced import 
expansion in Wes te rn  industrial  
countries is reflecting the increas- 
ing division of labour be tween  
them. But in addition their  grow- 
ing demand for raw mater ia ls  
guarantees  the overseas  raw mate- 
rials producing countries a lasting 
increase  of their  exports.  Thus 
during the first two months  of 
1966 Wes te rn  Europe's  and Japan ' s  
purchases from these coun t r i e s - -  
data applying to Nor th  America  
are of little value due to the dis- 
tort ion caused by the s t r i k e s - -  
surpassed those  of the previous  
years ' s  corresponding per iod by 
8 %. On the other  hand del iver ies  
to the overseas  raw materi.als pro- 
ducing countr ies  rose by 3 % only. 
And  since the middle of 1965 also 
the deve lopment  of the foreign 
trade of industrial  countr ies  in to- 
tal is indicat ing an improvement  in 
the raw materials  producing coun- 
tr ies '  ba lance  of trade. 

Raw Material Markets 

C a o u t c h o u c  P r i c e s  R e m a i n i n g  u n d e r  

The deve lopmen t  of caoutchouc 
prices during the first months  of 
1966 is showing once more  that 
if there is a wel l -balanced relat ion 
be tween  product ion and consump- 
tion the marke t  is inf luenced in 
the main by Amer ican  stockpile 
policies. From November ,  1965, to 
March, 1966, caoutchouc prices in- 
creased because  due to failure of 
product ion and expor t  in Indonesia 
the direct  purchasers of Indonesian 
caoutchouc (especially China) had 

The all in all favourable  prospects  
for economic growth  in the indus- 
trial countries during the current  
year  (gross nat ional  product:  
+ 4 .5% in real terms) make us 
expect  a cont inuat ion of the vig- 
orous expans ion  of wor ld  trade. 
Strong incent ives  should  originate 
from the USA in the  first place as 
its continuing expans ion  of demand 
together  with almost  full employ-  
ment  of its domest ic  economy is 
favouring imports.  Also in Italy, 
France and Japan  the upward  t rend  
in business will lead to rapidly  
increasing imports  which will off- 
set  to a high degree  the trend to- 
wards  s lower  growth  of imports 
prevai l ing in o ther  industr ial  coun- 
tries. Under  these  c i rcumstances  
the overseas  raw mater ia ls  pro- 
ducing countr ies  will be able to 
continue to expand  the i r  exports  
noticeably.  This is w h y  they  should 
be in a posi t ion again to increase  
also their  imports from industrial  
countr ies  at a somewha t  h igher  
r a te - -pa r t i cu la r ly  s ince their  for- 
eign exchange rese rves  kept  aug- 
ment ing until the  end of 1965. 

Pressure 

to cover  their demand in Singa- 
pore  again. Middle  of March, how- 
ever,  a pressure  on prices began  
when it became known  that  in 
future the USA in tended  to ac- 
celerate  its stockpile saies. This 
pressure  on prices has cont inued 
so far al though since that  time in 
effect no larger  quant i t ies  of 
caoutchouc than before  (6,000 tons 
monthly) have reached the market.  

However ,  the s tat is t ical  s i tuation 
on the caoutchouc market  continues 

to be character ised by the fact 
that  the slight product ion deficit 
is being balanced by Amer ican  
stockpile releases.  In 1965 world 
product ion  of natural  caoutchouc 
increased by  3.8 ~ to 2.325 million 
lgts as compared wi th  the pre- 
ceding year,  thus in 1965 there  
had been a slight consumption 
surplus of 25,000 tons. Never the -  
less producer  stocks of natural  
caoutchouc increased by  another  
1.5~ to 820,000 lgts, because  in 
1965 the USA disposed of about 
120,000 lgts of their  stockpile. 

In the current  year  there  is ex- 
pected an increase  in world caout- 
chouc consumpt ion  by 40,000 Igts 
(+  1.7~ to 2.390 million lgts. 
Wor ld  product ion  should rise by  
about  55,000 lgts ( §  2.3 ~ to 2.380 
million lgts so that  the product ion  
deficit  should continue to decline. 
Under these c i rcumstances  it is un- 
ders tandable  that  the p roducer  
countries would like to induce the 
USA Adminis t ra t ion to at least  not  
increase sales from stockpile. Al- 
ready  ini t iated negot ia t ions have  
not achieved any results  as yet.  
However ,  the Stockpile Author i ty  
a l ready pointed out that  in future 
it wilI reduce or temporar i ly  even  
stop caoutchouc releases if there  
is a major  pr ice  decline. 

Competi t ion of synthet ic  caout-  
chouc too will  go on to have  a 
damaging inf luence on prices in 
the market  of natural  caoutchouc. 
For 1966 e .g .  it is being expec ted  
that  the natural  caoutchouc share  
in total consumpt ion will decl ine 
to 43.8 ~ vis-&-vis 44.5 ~ in 1965. 
So during the next  years  the pro- 
ducer countries will meet  with 
some difficulties in selling the still 
growing product ion of natural  
caoutchouc wi thout  exper iencing 
great  depress ions  of prices. 

I n d e x  N u m b e r s  o f  W o r l d  M a r k e t  P r i c e s  o f  F o o d s t u f f s  a n d  I n d u s t r i a l  R a w  M a t e r i a l s  

1965 i 1966 
Index and commodity group 

May August November February May 

Hl~A'A-Index 1 (1952--1956 = 106) . . . .  
Foodstuffs . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Raw materials other than foodstuffs .. 
Fuels . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Raw materials for consumer goods .. 
Raw materials for capital goods . . . . .  

Reuter's Index (Sep. 18, 1931 = 1OO) .. 
Moody's Index (Dec. 31, 1931 = 10O) .. 

96.8 
87.1 

I01.4 
95.7 
90.1 

I14,7 
459.7 
382.3 

94.1 
83.8 
99,0 
95.4 
91.0 

108.1 
445,1 
391.0 

95.3 

85.1 
100,2 
95.6 
92.1 

110.4 
447.6 
392.5 

98.8 

86.9 
I04.6 
95.6 
92.7 

121.6 
472.0 
414.5 

96.9 

85,3 
102.5 
95.5 
96.3 

113,8 
463.3 
397.4 

13 .5 .  3 , 6 ,  

96.7 96.3 

85,6 84.8 

102.1 101,9 
95.7 95.7 
96.4 96.2 

112.3 112.4 
459.7 464.7 
395.9 401.4 

Index compiled by the Hamburg Institute for International Economics. 
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