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t o d a y  includes  p rac t i ca l ly  all count r ies  of any  inter-  

es t  to  Aus t r i an  expor ters .  It is the  task  of these  
foreign t rade  posts  to p r epa r e  the  g round  for Aus t r i an  

expor te rs ,  to ass is t  t hem in the  in i t ia t ion  and  the  
wind ing  up of the i r  t ransac t ions ,  to help them find 

represen ta t ives ,  etc. Besides, however ,  t hey  h a v e  

t rade  pol icy funct ions  by  p r epa r ing  con t rac t  negot ia-  
tions, etc. This foreign t rade  sys tem is f inanced 

th rough  a pe rcen ta l  con t r ibu t ion  col lected by  the  
customs author i t ies  w h e n  the  goods a re  exported.  

World Business Trends 

Department for Bminau Trends Rmarch,  
Tim Hamburi Imtitu~ for International Economic~ 

United States: The Recession Is Over 

The speed of economic  g rowth  in 
the  Uni ted  Sta tes  has  aga in  ac- 
ce l e ra t ed  dur ing  the  pas t  months .  
Th i s  is above  all  a resul t  of the  
dec l ine  of con t r ac t i ve  inf luences  
o r ig ina t i ng  from dec reas ing  inves t -  
men t s  in  stock. Moreover ,  p r iva te  
househo lds  inc reased  the i r  expen-  
d i tu re  in  moto r  cars  and  o the r  
consumer  durables .  Af te r  a n  inter-  
rnp t ion  for more  t han  one  y e a r  
p r i va t e  expend i tu re  on  hous ing  is 
expand ing  fas te r  than  before.  As  
aga in s t  this  capi ta l  expend i t u r e  of 
p r iva t e  en te rp r i ses  s t a r t ed  but  
he s i t a t i ve ly  in sp i te  of the  Federa l  
G o v e r n m e n t ' s  fiscal p romot ion  
measures .  G o v e r n m e n t  expend i t u r e  
should,  however ,  r ise  v igo rous ly  
a g a i n  af te r  a t empora ry  s lowing  
d o w n  in the  second  qua r t e r  of 
1967. Fore ign  t rade  is m a r k e d  b y  
a dec l in ing  g rowth  of imports  and  
m o d e r a t e l y  r i s ing exports .  

In the  second  qua r t e r  the  in- 
c rease  of publ ic  expend i tu re  on  
goods and  services has  s o m e w h a t  
s lowed  down, as the  mi l i t a ry  
au thor i t i e s  in t ended  to keep  the i r  
expend i t u r e  as low as poss ible  to- 
w a r d  the  end  of the  fiscal yea r  of 
1966/67. However ,  in  the  new fiscal  
y e a r  of 1967/68 a cons iderab le  in- 
c r ease  of mi l i t a ry  expend i tu re  on  
the  war  in V ie tn am  has  to be  
an t ic ipa ted .  G o v e r n m e n t  expendi -  
ture  will  there fore  con t inue  to form 
the  mos t  impor t an t  s t imulan t  to 
economic  growth,  all t he  more  
s ince  the  Federa l  expenses  for 
c iv i l i an  purposes  and  expend i tu re  
of the  Federa l  s ta tes  and  local  
au thor i t i e s  shou ld  increase  as 
s t rong ly  as ever .  But the  e x p a n s i v e  
forces o r ig ina t ing  from increased  

expend i tu re  will  in par t  be bal- 
anced  by  tax increases .  These  are 
necessary ,  if t he  b u d g e t a r y  defici t  
is to be  l imi ted at  leas t  somewhat .  

To beg in  wi th  the  g o v e r n m e n t  
measures  for cycl ical  s t imula t ion  
could not  s t r e n g t h e n  the  p r iva te  
economy ' s  p ropens i ty  to inves t  as 
much as had  b e e n  ant ic ipated.  
Finally,  in June,  1967, the  ut i l isa-  
t ion  of capaci t ies  in the  manu-  
fac tur ing  indus t r ies  had  dec reased  
to 82.5 per  cent,  and  the  profi ts  
of en te rpr i ses  dropped  steadily.  Re- 
cent ly ,  however ,  orders  in mechan-  
ical eng inee r ing  h a v e  r isen not ice-  
ably. Besides orders  for the  con- 
s t ruc t ion  of new factor ies  and  o the r  
indus t r ia l  bu i ld ings  expe r i enced  a 
v igorous  boom. There fore  the  in- 
v e s t m e n t  inc rease  of 3 pe r  cent  as 
p l anned  by  the  e n t r e p r e n e u r s  for 
the  second  half  of 1967 will e v e n  be 
surpassed.  If, however ,  the  10 pe r  
cent  inc rease  of the  corpora t ion  
tax should  be  ac tua l ly  in t roduced  
re t roac t ive ly ,  i n v e s t m e n t  ac t iv i t ies  
would  be  s lowed down. 

In the  second  quar t e r  of 1967 
p r i va t e  househo lds  v igorous ly  ex- 
panded  the i r  expenses  for goods 
and  serv ices  t oge the r  wi th  increas-  
ing incomes.  A b o v e  all purchases  
of motor  cars showed  a br i sk  trend.  
The  rate  of saving,  however ,  at  
abou t  7 per  cent  is r e l a t ive ly  h igh  
still, and  the  p repa rednes s  for in- 
d e b t e d n e s s - a s  m e a s u r e d  by  the  
low increase  of ins t a lmen t  credi ts  
- - i s  v e r y  weak.  Toge the r  wi th  an  
acce le ra ted  g rowth  of incomes  the  
p r iva t e  consumers  should  be  more  
inc l ined  to decrease  the i r  sav ing  
rat io  and  to catch up wi th  the i r  

pen t -up  d e m a n d  for durab le  con- 
sumer  goods. But an  inc rease  of the  
income tax would res t ra in  this  
process.  

The  fu r ther  r ise  of the  whole-  
sale pr ice  index  is to b e  t raced  
bad~ to fa rming  products .  The  up- 
ward  pr ice  t rend  of indus t r ia l  manu-  
fac tures  has  s lackened for the  t ime 
being.  In June ,  1967, consumer  
prices we re  2.7 per  cent  above  the  
p rev ious  yea r ' s  level.  The  r isk of 
more  p r o n o u n c e d  pr ice  increases  
as a resu l t  of wage  increases  is 
a v e r y  grea t  one  in future.  Recent-  
ly  wage  supp lements  and  increases  
of social  in su rance  benef i t s  of up 
to 6 per  cent  annua l ly  h a v e  been  
ag reed  on. In v i ew  of d e m a n d  ex- 
pand ing  more s t rong ly  again,  the  
en t r ep reneu r s  will t ry  at  least  
par t ia l ly  to pass  on  wage  increases  
to the  consumers  via  prices.  

In the  first quar te r  of 1967 the  
ba l ance  of paymen t s  deficit  wi th  
$ 2,200 m i l l i o n - - a d j u s t e d  for sea- 
sonal  v a r i a t i o n - - i s  no t i ceab ly  high-  
er than  it  had  b e e n  in the  fourth  
qua r t e r  of 1966. This is subs tan t ia t -  
ing the  app rehens ion  tha t  this  
yea r  the ba l ance  of p a y m e n t s  
p rob lem will grow e v e n  worse.  
Inc reas ing  foreign exchange  costs  
of the  war  in V ie tnam are  among  
the  most  impor tan t  causes  of this  
deve lopment .  The ba l ance  of pay-  
men t s  deficit  would  h a v e  b e e n  
even  worse,  if fore ign t rade  in 
goods had  not  b rough t  h i g h e r  
surp luses  than  in the  p reced ing  
year.  But in the  nex t  mon ths  this  
d e v e l o p m e n t  will ha rd ly  cont inue.  
The  s t imula t ion  of domest ic  de- 
m a n d  will oppose a fur ther  slow- 
ing down of imports,  and  an  in- 
c rease  of expor ts  is possible  to 
a l imi ted ex ten t  only, due  to the  
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Index Numbers  of World  Market  Prices of Foodstuffs and Industrial Raw Materials 

Index and commodity group 

H W W A - i n d e x  1 (1952---19f~ -- I00} . . .  

Foods tuf fs  . . .  

Raw materials other than foodstuffs . .  

Fuels 

Raw materials for consumer goods .. 

Raw materials for capital goods 

Reuter's Index (18. 9. 1931 -- 100) . . . . .  

Moody's Index (31. 12, 1931 -- I00) . . . .  

1966 

J u l y  [ 

95.8 

85.6 

100.8 

95.7 

95,9 
109.6 
462.9 

407.9 

Apr i l  

1967 

J u l y  Oc tobe r  January 

92.6 92.3 

83.7 83.7 

96.8 96.4 

i 95.5 95.2 

I 91.2 92,5 

i 102.3 I 100,2 

42t. I 42S.e 
i 371.1 370.7 

I 

90.9 

83.9 

91.8 

i 96.0 
I 

94.5 

95.0 

91,6 

96.1 

i 429.8 

360.5 

94.2 

95,1 

90.7 

95.8 

428.3 
372.6 

I 

J u l y  28 

90.8 
83.6 

94.3 

95,1 

90.4 

96.1 

426.7 
374.7 

A u g u s t  11 

90.3 

83.2 

93.7 

95.2 

89.8 

94.9 

419.2 

366.8 

1 Index compiled by  the  H a m b u r g  Ins t i tu te  

unfavourable business trends in the 
most important purchasing coun- 
tries. 

In the next months the eco- 
nomic development in the United 
States will be marked by compet- 
ing claims of public authorities 
and private enterprise to produc- 
tive capacities. For one thing, the 
increase of military expenditure 
will show its full impact, and, for 
another, the demand of private 
households and enterprises should 

Raw Material Markets 

Decl ine  in W o o l  Prices 

D u r i n g  the wool season (1966/67) 
that elapsed at the end of June, 
prices in the international raw 
wool markets have noticeably fal- 
len. Granted, the Middle East war 
led to a slight price advance, be- 
cause after the blockade of the 
Suez Canal a temporary delay in 
supplies of Australian Merino wool 
was expected in Western Europe. 
But meanwhile quotations have 
continued to recede. At the end of 
July 1967, for instance in Bred- 
ford, for 64' wooltops they were 
about 9 per cent and for 56' cross- 
breds even about 14 per cent be- 
low the previous year's level. 

Due to the slack business trend 
in many Western industrialised 
countries wool consumption de- 

for International Economics. 

rise at an accelerated pace, last 
but not least due to stimulating 
measures taken a short while ago. 
This, however, increases the risk 
of an overexploitation of produc- 
tion factors, promoting considerab- 
ly the tendency toward rising 

prices and a further deterioration 
of the balance of payments. There- 

fore the Administration is cn- 

deavouring to carry through as 

rapidly as possible its proposed 
tax increases. 

clined considerably in the second 
half of 1966. Additionally, stocks 
in the consumer countries were 
reduced, so that demand for wool 
decreased strongly, although ac- 
cording to the latest estimates in 
the season 1966/67 consumption 
with 3,350 million Ib---cleaned wool 
- -was  higher than production 
amounting to 3,343 million lb. The 
supply-demand ratio for the two 
most important wool types showed 
a differing development. As al- 
ready visible from the smaller price 

decline, the Australian Merino 

types could be sold much better 

than the crossbreds of minor 

quality mainly coming from New 

Zealand. New Zealand proceeds 
from wool exports diminished con- 

siderably. Moreover, the New Zea- 
land Wool Commission had to buy 
573,000 bales, i.e. 55 per cent of 
total wool supply, between July 
1966 and May 1967. This stock 
naturally depresses prices. 

The revival in wool consumption 

during the first months of 1967, 
to be noticed above all in Britain, 
will for the time being make only 
slow progress, as hitherto in 
important consumer countries 
measures to promote business had 
only meagre success. A slight in- 
crease in demand is, however, like- 
ly, because processors will pre- 
sumably soon begin to fill their 
dwindled wool stocks again. But 
a stronger rise in wool prices is 

not very probable for the season 
1967/68 in view of wool production 
being presumably by 2 per cent 
higher. Producers are hardly in- 
terested in wool prices being "too 
high' ,  as thus competitiveness of 
wool vis-&-vis the cheap synthetic 
fibres would decrease. 

Continuously depressed prices for 
crossbred wool less in demand must 
be reckoned with. In order to raise 
its sales, the International Wool 
Secretariat planned special adver- 

tising measures. The use of cross- 

bred wool is to be promoted partic- 

ularly for carpets and upholster- 
ings. Finally a decline of the min- 

imum price is not quite impossible 
in New Zealand. 
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