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Expansion Slowing Down 

In 1966 the  W e s t e r n  countr ies '  
e conomic  g r o w t h - - a s  compared  
wi th  the  ave rages  of the  p reced ing  
y e a r s - - w a s  aga in  c o m p a r a t i v e l y  
s t rong  a l though  it  dec reased  some- 
w h a t  v is-a-vis  the  p rev ious  year .  
The i r  GNP should  h a v e  g rown b y  
approx.  4 . 5 %  in te rms of rea l  
v a l u e  (after + 5~ in 1965). The  
s lowing  down of expans ion  occur-  
r ed  ma in ly  in the  second half  of 
1966, w h e n  t he  e x p a n s i o n a r y  forces 
in  the  most  impor t an t  economies  
weakened .  

Most  impor t an t  was  the  s l ight  
s lowing  down of g rowth  in the  
Uni ted  States,  where ,  however ,  
also in 1966 the  rea l  GNP wi th  5 ~ 
inc reased  more  t h a n  in mos t  of the  
o the r  indus t r ia l  countr ies .  On ly  in 
Japan ,  whose  economic  r e c o v e r y  
p rogressed  quickly, the  ra te  of ex- 
pans ion  was cons ide rab ly  h ighe r  
e v e n  (-}- 7 to "4- 8 ~ On  the  o the r  
hand,  in W e s t e r n  Europe the  
g rowth  of the  GNP d e c r e a s e d  
again  ( +  3.5 %),  a l though  deve lop-  
men t s  in ind iv idua l  count r ies  were  
v e r y  different.  The  con t inuous  
upswing  in I t a ly  and  F rance  did 
not  suffice to c o m p e n s a t e  for the  
p r o n o u n c e d  s lowing  down  in the  
Federa l  Republ ic  of G e r m a n y  and  
in Britain. 

For s eve ra l  mon ths  t he  expan-  
s ion of i n t e rna t iona l  t rade  has  also 
b e e n  s lowing down,  bu t  for the  
whole  yea r  i ts inc rease  at  9 to 10 % 
should  h a v e  surpassed  the  previ -  
ous yea r ' s  rate.  This  acce le ra t ion  
was  ma in ly  caused  b y  the  h ighe r  
impor t  increases  in  Nor th  A m er i ca  
and  J a p a n  but  e v e n  in W e s t e r n  
Europe tota l  impor ts  still  were  
r i s ing somewha' t  more  t han  in 1965 
- - a l t h o u g h  the re  was  an  excep-  
t ional  d i f fe rent ia t ion  b e t w e e n  in- 
d iv idua l  countr ies .  This  expans ion  
of demand  benef i t t ed  exc lus ive ly  
the  t r ansac t ions  b e t w e e n  indus t r ia l  
count r ies  and the  expor t s  of devel -  
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oped raw mate r i a l  p roduc ing  coun-  
tries. The  ove r seas  deve lop ing  
count r ies  t a k e n  co l lec t ive ly  could 
obv ious ly  inc rease  the i r  expor t s  to 
on ly  abou t  the  same ex ten t  as in 
1965. 

At  p re sen t  t he re  are  ind ica t ions  
t ha t  economic  g rowth  in the  Wes t -  
e rn  wor ld  wil l  con t inue  at  the  al- 
r e a d y  s lower  speed of the  las t  half  
year .  Acco rd ing ly  in all indus t r ia l  
count r ies  t a k e n  t oge the r  an  in- 
c rease  of the  GNP reduced  to 4~ 
has  to be  an t i c ipa ted  for 1967. 
However ,  factors  of u n c e r t a i n t y  
are, on the  one  hand,  the  devel -  
opment  of the  V ie tnam W a r  and, 
on the  other ,  the  re -o r ien ta t ion  of 
economic  pol icies  in impor t an t  
economies .  

In its s e v e n t h  b o o m  y e a r  the  
Uni ted  States '  speed  of economic  
expans ion  is m a i n l y  depend ing  on  
g o v e r n m e n t  demand,  i.e. a t  p r e sen t  
above  all on  defence  expendi ture .  
Accord ing  to the  topical  p l ann ing  
a s l ight  easing-off  should  resul~ for 
the  second  hal f  of 1967. If th is  
t r end  does no t  change also inves t -  
men t s  of p r i va t e  en te rp r i ses  wil l  
g row more  s lowly  t han  hi ther to .  
The  rea l  GNP of 1967 will  g row 
abou t  4 % u n d e r  these  condi t ions.  
At  the  same  t ime the  r ise in costs  
and  pr ices  wil l  con t inue  in the  
Uni t ed  States  economy.  The  bal-  
ance  of p a y m e n t s  t roubles  will  
ha rd ly  decrease .  

In W e s t e r n  Europe,  too, the  first  
ha l f  of 1967 will  be  m a r k e d  b y  the  
p r e s en t  cons te l la t ion  of forces. Ex- 
pans ion  will  be  fu r the r  suppor ted  
b y  the  con t inu ing  upswing  in I t a ly  
and  F rance  whi l e  in  mos t  of the  
o the r  economies  the  economic  
g rowth  will  r emain  calm or a lmost  
s t agna t ing  as e.g. in the  Federa l  
Republ ic  of G e r m a n y  and  Britain.  
In the  fu r the r  course  of the  y e a r  
the  forces  a iming at  ove rcoming  

this  d i f fe ren t ia t ion  might  gain more  
i n f l u e n c e - i f  suppor ted  b y  a cor- 
r e spond ing  economic  policy.  In 
1967 the  rea l  g rowth  of the  GNP 
will, however ,  differ  v e r y  much 
in the  mos t  impor t an t  count r ies  
(hardly  I e/0 in Britain,  more  t h a n  
5 e  in I t a ly  and  France)  and  for 
the  whole  of W e s t e r n  Europe 
h a r d l y  exceed  3 to 3.5 ~ 

The  expans ion  of p roduc t ion  to 
be  expec ted  for indus t r ia l  nations 
enab les  the  r aw mate r ia l  p roduc ing  
count r ies  to con t inue  inc reas ing  
the i r  expor t  vo lume  in 1967. How- 
ever ,  it will  not  be  suff ic ient  to 
cause  a consol ida t ion  of r aw mate- 
rial prices  which h a v e  b e e n  de-  
c l in ing  for half  a y e a r  (see page  28). 
There fo re  in 1967 the  expor t  pro- 
ceeds  of the  over seas  r aw ma te r i a l  
p roduc ing  count r ies  wil l  r ise  more  
slowly.  In v i ew  of t he i r  c u r r e n c y  
r e se rves  accumula ted  for  seve ra l  
yea r s  the  de te r io ra t ion  of the i r  
ba l ances  of p a y m e n t s  resu l t ing  
from recen t  deve lopmen t s  wil l  on ly  
h a v e  s o m e w h a t  de l ayed  re t roac-  
t ive  effects on impor t  d ispos i t ions  
of ove r seas  r aw mate r i a l  p roduc-  
ing countr ies .  

In the  course  of 1967 the  shap ing  
of economic  pol icy  wil l  ga in  in- 
c reas ing  impor tance  in the  mos t  
impor t an t  indus t r ia l  c o u n t r i e s - -  
t hough  from dif ferent  aspects .  Thus  
in the  Uni ted  States  e x p a n s i o n a r y  
forces should  w e a k e n  if t he  cont in-  
u ing tens ions  would  cause  a t ight-  
en ing  of res t r i c t ive  economic  pol- 
icies b y  tax  increases .  Vice  ve r sa  
in Br i ta in  and  the  Federa l  Republ ic  
of G e r m a n y  the re  is a g rowing  
pressure  on respons ib le  au thor i t i es  
- - c a u s e d  b y  a p rogress ing  decl ine  
in e m p l o y m e n t - - t o  t ake  s t imula t ing  
measures .  This d e v e l o p m e n t  in  
lead ing  economies  is unde r l in ing  
the  fact  tha t  a p e r m a n e n t  so lu t ion  
of the  p rob lem of s imul t aneous ly  
rea l i s ing  sa t i s fac tory  g rowth  ra t e s  
toge ther  wi th  s t ab i l i ty  is qu i te  
remote. 
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