
Hamburg Institute of International Economics (HWWA) (Ed.)

Article  —  Digitized Version

1967: Sluggish business trends

Intereconomics

Suggested Citation: Hamburg Institute of International Economics (HWWA) (Ed.) (1968) : 1967:
Sluggish business trends, Intereconomics, ISSN 0020-5346, Verlag Weltarchiv, Hamburg, Vol. 03,
Iss. 2, pp. 59-60,
https://doi.org/10.1007/BF02930410

This Version is available at:
https://hdl.handle.net/10419/137888

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dürfen die Dokumente nicht für öffentliche oder kommerzielle
Zwecke vervielfältigen, öffentlich ausstellen, öffentlich zugänglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfügung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewährten Nutzungsrechte.

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://doi.org/10.1007/BF02930410%0A
https://hdl.handle.net/10419/137888
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/


World Business Trends 

Department [or Business Trends Research, 
The Hamburg Institute #or International Economies 

1967: Sluggish Business Trends 

Last y e a r  the  d e v e l o p m e n t  of the  
wor ld  economy  was  ma in ly  m a r k e d  
b y  a p r o n o u n c e d  s lowing  down  of 

bus iness  act ivi t ies .  The  W e s t e r n  
indus t r ia l  na t ions '  GNP's  still  in- 
c reased  at an  a v e r a g e  of abou t  
3 pe r  cen t  only,  af ter  a n  inc rease  

of 5 pe r  cen t  las t  year .  A b o v e  all 
in  the  f irst  ha l f -year  t he  in f luences  
cheddng act ivi t ies ,  o r ig ina t ing  from 
demand,  had  b e e n  v e r y  effective.  In 
the  second  hal f  of the  year ,  how- 
ever ,  forces of expans ion  b e g a n  
to grow. 

The  s lowing down  caugh t  ho ld  of 
Nor th  Amer i ca  and  W e s t e r n  
Europe,  the  two mos t  impor t an t  
economic  areas,  at  the  same time, 
whi le  in J a p a n  the  b o o m  ac- 
ce le ra ted  once  more  somewhat ,  
a f te r  a l r eady  in  1966 t he  coun t ry ' s  
GNP in  rea l  t e rms  had  g r o w n  b y  
I0 pe r  cent.  In  the  Uni t ed  Sta tes  
economic  g rowth  showed  a par t ic-  
u l a r ly  p r o n o u n c e d  decl ine ,  f rom 
a lmos t  6 per  cen t  in  1966 to abou t  
2.5 pe r  cen t  in  1967. In W e s t e r n  
Europe,  too, the  g rowth  of p roduc-  
t ion  su rpassed  2 pe r  cen t  b y  a smal l  
m a r g i n  o n l y - - a f t e r  3.5 pe r  cen t  in  
the  p r eced ing  year .  A b o v e  all  t he  
recess ion  in  t he  Federa l  Republ ic  
of G e r m a n y  con t r ibu ted  to this. 
The  con t r ac t i ve  inf luences  orig- 
ina t ing  from this  d e v e l o p m e n t  
checked no t i ceab ly  the  expans ion  
of  d e m a n d  also in mos t  ne igh-  
bour ing  countr ies .  Among  the  maj  or 
economies  on ly  I ta ly  could  l a rge ly  
a v o i d  t he  gene ra l  s luggishness .  

The  d e v e l o p m e n t  of wor ld  t r ade  
was  comple te ly  d e t e r m i n e d  by  the  
weak  t r ends  of bus iness  act ivi t ies .  
Till into the  s econd  ha l f -year  i t  
remained ,  apa r t  f rom seasona l  
f luctuat ions,  on  the  ~evel reached  
a t  t he  b e g i n n i n g  of t he  year .  A t  

a n  a n n u a l  a v e r a g e  the  inc rease  of 
al l  count r ies '  fo re ign  t r ade  turn-  
ove r s  (excluding the  East-bloc 
states)  still  reached on ly  abou t  
5 per  cent ,  i .e .  ha l f  as much as in  
1966. The  deve lop ing  count r ies  
we re  dras t ica l ly  hi t  b y  the  world-  
wide  dec l ine  in d e m a n d  and  the i r  
expor t  p roceeds  should  h a v e  h a r d l y  
inc reased  sti l l  in 1967. A reduc t ion  
of impor t s  in  t he  s econd  ha l f -year  
was  the  result .  

A t  the  t u rn  of the  y e a r  1967/68 
t h e  omens  for the  wor ld  economy ' s  
d e v e l o p m e n t  of bus iness  ac t iv i t ies  
a re  a g a i n  favourab le .  In the  mos t  
i m p o r t a n t  indus t r i a l  count r ies  a 
s t imula t ion  of d e m a n d  a s se r t ed  
itself, tha t  also in 1968 wil l  
cont inue .  The  g r o w t h  of the  ag- 
g rega t e  GNP for t he  cu r r en t  y e a r  

a t  4.5 pe r  cent  in  rea l  t e rms  shou ld  
be a lmost  as h igh  aga in  as in the  
f irst  ha l f  of the  sixties.  This  ac- 
ce le ra t ion  will  o r ig ina te  from Nor th  
A m e r i c a  as we l l  as f rom W e s t e r n  
Europe. 

In 1968 the  Uni ted  States '  eco- 
nomic expans ion  will  be  based  on  
p r i v a t e  demand .  Consumpt ion  and  
i nves t m en t s  wil l  g row vigorously .  
The  Federa l  Admin i s t ra t ion ,  how- 
ever ,  wi l l  be  forced by  the  t h r ea t en -  
ing b u d g e t a r y  defici t  to show more  
caut iousness .  Toge the r  wi th  an  in- 
c reas ing  u t i l i sa t ion  of p roduc t ive  

capac i t i es  a r e s t r i c t ive  m o n e t a r y  

and  fiscal pol icy  for d l e d d n g  

p r i v a t e  d e m a n d  becomes  more  

probable ,  al l  the  more  as a 

de te r io ra t ion  of the  b a l a n c e  of 

cu r r en t  t r ansac t ions  mus t  be  avoid-  

ed. In the  course  of the  y e a r  a 

r e n e w e d  s lowing  down of economic  

g r o w t h  has  to be  an t ic ipa ted .  In 
1968 the  GNP in rea l  te rms will  

n e v e r t h e l e s s  b e  h ighe r  by  4.5 per  
cent  t h a n  in  1967. 

In W e s t e r n  Europe, too, the  eco- 
nomic g rowth  ra t e  will acce le ra te  
v igo rous ly  in 1968. A b o v e  all the  
s t imula t ion  of bus iness  ac t iv i t ies  
in  the  two b igges t  economies  wil l  

con t r ibu te  to this, a f te r  in the  
Federa l  Republ ic  and  Bri ta in the  
expans ive  economic  pol icy  c rea ted  
the  n e c e s s a r y  prerequis i tes .  In 
bo th  cases  t he re  a re  ind ica t ions  of 
an  increase  b y  abou t  4 pe r  cen t  of 
the  GNP in rea l  terms. Conce rn ing  
Britain,  howeve r ,  t he  poss ib i l i ty  
of t oughe r  res t r ic t ions  of domest ic  
d e m a n d  to secure  t he  success  of 
t he  pound  s ter l ing  deva lua t ion  is 
a n  e l emen t  of unce r t a in ty .  At  the  
same t ime the  inc rease  of French 
and  I ta l ian  p roduc t ion  shou ld  
amoun t  to abou t  5 pe r  cent  even.  
Therefore ,  W e s t e r n  Europe  as a 
w h o l e - - w i t h  a n  expans ion  be low 
a v e r a g e  in mos t  of the  m i n o r  econ- 
o m i e s - h a s  a fair  chance  of achiev- 
ing the  g rowth  t a rge t  of 4 pe r  cen t  
in  1968--i. e. for the  first t ime s ince  
1965. 

This  yea r  the  acce le ra t ion  of the  
g rowth  of p roduc t ion  in indus t r ia l  
coun t r i es  wil l  cause  d e m a n d  for 
r aw mate r i a l s  to grow fas te r  again.  
Thus  the  deve lop ing  coun t r i es  will  
also prof i t  from the  wor ld  econ- 
omy ' s  s t imula t ion  of demand.  The  
inc rease  in expor t  proceeds ,  how- 
ever ,  wi l l  be  bu t  l imited,  because  
the  h igh  e las t ic i ty  of suppl ies  in 
the  r aw  ma te r i a l  ma rke t s  wil l  on ly  
admi t  of a mode ra t e  r e c o v e r y  of 
prices.  The  deve lop ing  countries" 
impor t  po l icy  should  the re fo re  
r e m a i n  re s t r i c t ive  for the  t ime 
being,  bu t  b e  r e l axed  in the  course  
of 1968, 

The  pound  deva lua t i on  b y  no  
means  g u a r a n t e e s  a fu ture  equil i -  
b r ium of i n t e rna t i ona l  p a y m e n t s  as 
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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---19S6 = 100) . . . .  

Foodstuffs 

Raw materials other than foodstuffs . . .  

Fuels 

Raw materials for consumer goods . .  

Raw materials for capital goods 

Iteuter's Index (18. 9. 1931) : lOO . . . .  

Moody~ Index (31.12. 1931 = 1001 . . . .  

1966 

D e c e m b e r  

92.4 

84.5 

96.1 

95.2 

92.4 

99.6 

423.6 

374.4 

March 

91.9 

84.0 

95.7 

95.1 

92.1 

98.8 

425.8 

386.2 

J u n e  

92.2 

86.8 

94.8 

95.1 

91.7 

96.6 

445.2 

373.8 

1967 

S e p t e m b e r  

90.9 
84.9 

93.8 

95.7 

89.5 

94.7 

418.3 

363.9 

December  

97.0 

90.3 

100.2 

96.3 

93,8 

108.2 

499.0 
364.3 

Jan .  5 

97.2 

90.5 

100.5 

96.2 

93.2 

109.8 

505.0 

362.8 

1968 

Jan .  19 

97.4 

91.1 

100.5 

96.2 

92.2 

110.4 

501.0 

381.0 

Index  compi l ed  b y  the  H a m b u r g  Ins t i tu te  ta r  International Economics. 

yet, but  a first and indispensable 

step in this direct ion has been 
made. The increased pressure on 
the dollar even  forces the United 
States to intensify its endeavours  
for an el iminat ion of the  ba lance  
of payments  deficit, and in Britain 
economic pol icy must still enforce 
a change in the direct ion of pro- 

Raw Material Markets 
Tin Prices under Pressure 

P r i c e s  in the internat ional  tin 
markets  remained  under  pressure  
also in the second half of 1967, if 
one leaves  out of account  the 
extraordinary lifting of the  pound 
quotat ion in connect ion with  the 
devaluat ion of sterling. From 
August  till  the  end of October,  cash 
prices at the London Exchange 
largely  lay under  the  in tervent ion 
limit of the Internat ional  Tin Pool 
of 1,200 s A further decl ine in 
prices was p reven ted  only by 
purchases of the Pool on the free 
market.  Moreover ,  the  market  price 
was supported by the  fact that the 
Amer ican  stockpile authori ty raised 
its sell ing pr ice  to 154c/lb---i.e. 
1,236 s  that consequent ly  
tin purchases fell to a negl igible  
minimum. 

duction factors towards exports  and 

a substi tution of imports, respec- 
t ively.  The continental  European 
economies a l lev ia te  e v e n  more 
these processes - - tha t  by all means 
are  to their  long-term in te res t - - the  
more they uti l ise the scope for 
expansion created by the sluggish- 
hess. 

It was not  before  the end of 
October  1967 that  the 1,200 s mark 

was surpassed at the London Ex- 
change, as, due to rumours about  

an approaching pound devaluat ion,  
the European processors  effected 
hedge purchases. In mid-November  
the devalua t ion  proper  caused a 

strong rise in prices to near ly  
1,360 s  for cash quali t ies in 
London, since the most  important 
tin producers  in the  sterling area 

did not  devalue.  The correction in 
prices did, however ,  not  correspond 
to the full percentage of the pound 
devaluation.  In addition, the quo- 
tation meanwhi le  fell to 1,334 s  
because of the market  situation re- 
maining unfavourable  for pro- 

ducers. 

Af ter  the pound devalua t ion  the 
lower  in tervent ion  price of the Tin 
Pool was l if ted to 1,400s in 
order to enable the Tin Pool to 
carry  out further backings. Early 
this year, it came to the market ' s  
not ice that the Pool had indeed 
effected considerable purchases. 
Total  purchases made  by the Pool 
up to now are  es t imated at 5,000 lgt, 
for which one  fourth of the  cash 
funds were  spent. As the means of 
the Pool are  not  inexhaustible,  an 
export  restr ict ion is expected to be 
s tr iven for on the next  session of 
the Internat ional  Tin Council,  in 
order to reach a price support ing 
effect. 

The statist ical  si tuation in the  
tin market  is more  and more  tend- 
ing towards a product ion surplus. 
During the first eight months of 
1967, product ion of metal lurgic  tin 
in the  Wes te rn  world  rose  by 16 
per  cent to ,118,300 lgt (1966:102,000 
lgt). Consumption with  111,300 lgt 
remained, however ,  almost  stable 
during the same period. But in the 
course of rev iv ing  business trends 
in Wes te rn  Europe, tin consumption 
is supposed to increase, too, all 
the  more  as processors  will  begin  
again to replenish their  considerab- 
ly reduced stocks. Since, however ,  
product ion will  cont inue to grow, 
for the t ime being prices will  
probably rather  decl ine somewhat .  
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