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Western Europe r GNP plus 4.5 per cent 

In 1968 the  W e s t e r n  European  
GNP in real  te rms will  r ise b y  
approx.  4.5 pe r  cent  as compared  
wi th  the  p rev ious  year .  W i t h  tha t  
economic  g rowth  reaches abou t  the  
same ra te  as in the  first  half  of the  
sixties,  a f te r  in 1966 wi th  abou t  
3.5 pe r  cent  and  in 1967 wi th  on ly  
abou t  2.5 pe r  cent  a d is t inct  
s lowing  down  had  occurred.  The  
mos t  impor t an t  na t iona l  economies  
on  the  C o n t i n e n t - - t h e  Federa l  Re- 
publ ic  of Germany ,  F rance  and  
I t a l y - - s h o u l d  show e v e n  above-  
a v e r a g e  resul t s  in 1968. As aga ins t  
that ,  in Bri ta in  the  expans ion  wil l  
be  a compara t i ve ly  modes t  one  on 
account of the  res t r ic t ions  of de- 
mand.  

The  acce le ra t ion  of W e s t  Euro- 
p e a n  growth  or ig ina tes  a b o v e  all  
from d e m a n d  for capi ta l  goods. 
Firs t  a r e c o v e r y  of the  en te rp r i ses '  
i nves tmen t s  in stocks con t r ibu ted  
to the  cycl ical  s t imula t ion  in most  
countr ies ,  s ta r t ing  las t  au tumn.  
Af te r  this  impor t an t  ~initial aid" 
an  increas ing  shif t ing of s t imula-  
t ion forces to o the r  sec tors  is 
an t i c ipa t ed  for the  cu r ren t  y e a r - -  
ma in ly  to i nves tmen t s  in fixed as- 
sets. Af te r  in 1967 the i r  vo lume  
inc reased  less by  abou t  2 pe r  cen t  
t han  the  GNP in W e s t e r n  Euro- 
pe, for 1968 a more  t h a n  propor-  
t iona l  g rowth  ra te  of 5 to 6 per  
cen t  is to be  an t i c ipa t ed  in the  
l ight  of forecas ts  ava i l ab le  for in- 
d iv idua l  countr ies .  

True, this  a c c e l e r a t i o n - - a s  re- 
f lec ted b y  the  a n n u a l  r e su l t s - - i s  
not  charac te r i s t ic  of mos t  of the  
W e s t  European  countr ies .  Ra the r  
was  it d e t e r m i n e d  b y  the  tu rn  of 
the  t rend  in W e s t e r n  G e r m a n y  
w h e r e  f ixed i n v e s t m e n t s  in real  
te rms dec l ined  b y  abou t  8 pe r  cen t  
in 1967, but where in the current 
year an increase by 6.5 per cent 

m a y  be  ant ic ipated.  Af ter  all, in 
1966 the  Federa l  Republ ic ' s  share  
in W e s t  European  gross inves t -  
men t s  in f ixed asse ts  was  a lmos t  
26 per  cent,  whi le  later ,  in 1967, 
it d ropped  to 22 pe r  cent .  Exclud- 
ing the  Federa l  Republ ic  for once,  
in  the  res t  of W e s t e r n  Europe the  
expec ted  ne t  i nc rease  of gross  in- 
v e s t m e n t s  in f ixed asse ts  at  5 pe r  
cent  in real  t e rms  will  be  e v e n  
smal ler  than  in 1967 accord ing  to 
the  p r e s en t  s t a t e  of forecasts .  This  
v e r y  resu l t  admi ts  of the  supposi-  
t ion tha t  the  s t imula t ing  effects 
o r ig ina t ing  from the  boom in the  
Federa l  Republ ic  and  in f luenc ing  
en te rp r i ses  in ne ighbou r ing  coun-  
tr ies are  obv ious ly  unde r s t a t ed  
still. 

This should  pa r t i cu la r ly  apply  to 
seve ra l  of the  smal le r  W e s t  Euro- 
p e a n  economies ,  whe re  accord ing  
to ava i l ab le  es t imates  f ixed inves t -  
men t s  in real  t e rms  are  supposed  
to s t agna t e  or  to grow by an  op- 
t imum of m e r e l y  2 per  cen t  in 
1968. This  would  apply  to Austr ia ,  
Switzer land,  Belgium, the Ne the r -  
lands,  Norway ,  and  Sweden.  As  
aga ins t  this, g rowth  ra tes  are  much 
h igher  in the  ma jo r  na t iona l  econ-  
omies.  Head ing  the  l ist  is Italy,  
whe re  in 1968 the  vo lume  of in- 
v e s t m e n t s  shou ld  aga in  e x p a n d  by  
abou t  10 per  cent .  In France,  too, 
the  g rowth  ra te  is an t i c ipa ted  to 
reach aga in  7 pe r  cen t  as in the  
p reced ing  year .  In Britain,  f inally,  
accord ing  to g o v e r n m e n t  s tate-  
men t s  made  w h e n  the  b u d g e t  for 
1968 was in t roduced,  the  inc rease  
of f ixed i nves tmen t s  will  reach 
4 to 5 pe r  cent .  

Among  the  ind iv idua l  e l emen t s  
of f ixed i nves tmen t s  it is equip-  
men t  i nves tmen t s  tha t  in mos t  
W e s t  European  na t iona l  economies  

are  ind ica t ing  the  effects of the  
cycl ical  change of t e n d e n c y  h a v i n g  
s t a r t ed  las t  autumn.  Even  a cau t ious  
forecas t  ind ica tes  a n - - a l t h o u g h  in 
pa r t  still s l i g h t - - i m p r o v e m e n t  
w h e r e v e r  equ ipment  i nves tmen t s  
had  b e e n  s lowed down  cons iderab-  
ly. On the  o the r  hand,  the  develop-  
m e n t  of investments in building 
is frequently showing just the op- 
posite trend, and apart from the 
Federal Republic a stimulation can- 
not be noticed in any other coun- 
try. Declining government activi- 
ties may contribute partially to 
the  t rend,  as  e.g. in t he  Ne the r -  
lands  and  a b o v e  all  in Britain, 
w h e r e  a wide r  capac i ty  marg in  
is to be  c rea ted  for b igger  inves t -  
men t s  of en te rp r i ses  and  for ex-  
ports .  

In W e s t e r n  Europe the  inc rease  
of fixed i nves tmen t s  b y  5 to 6 per  
cent  in real  t e rms  for 1968 is still  
l agging  far  b e h i n d  the  g rowth  ra tes  
of former  boom yea r s  (1960, 1961 
and  1964: 10 pe r  cen t  in  each 
case). On the  o the r  hand ,  w h a t  
m a y  con t r i bu t e  to th is  t r end  is 
the  fact tha t  the  r e inc reas ing  pro- 
pens i ty  to inves t  will  lead  to a 
more  v igorous  s t imula t ion  of in- 
v e s t m e n t  ac t iv i t ies  in t he  course  
of the  yea r  only.  On  the  o the r  
hand,  however ,  it c a n n o t  be  ex- 
c luded at all  t h a t - - a s  mos t ly  in 
phases  of a changing t r e n d - - t h e  
ef fec t ive  forces are  u n d e r e s t i m a t e d  
at first, all  the  more  s ince t he  
minor  na t iona l  economies  h a v e  felt  
t he  changes  in the  bus iness  c l imate  
of the  dec i s ive  m a j o r  economies  
on ly  wi th  a de lay  v ia  foreign trade.  

In the  p resen t  cycl ical  phase  of 
the  W e s t  European  economy,  in- 
v e s t m e n t  e x p e n d i t u r e  s tands  fore- 
most  a b o v e  all  due to its effects 
on  demand .  In  the  long run, how- 
ever ,  the  genera l  economic  ca- 
pac i ty  effect  is of g rea t e r  im- 
por tance .  In this  con tex t  it is qui te  
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Index Numbers  of World Market Prices of Foodstuffs and Industrial Raw Materials 

Index  and  c o m m o d i t y  g roup  
Apri l  
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Index compi l ed  by  the  H a m b u r g  Institute 

obvious that the 1966/67 phase of 
reluctant  investments  in Western  
Europe has left lasting traces, 
which concentra te  to a large ex- 
tent  on the Federal  Republic. 
Whi le  here  fixed investments  in 
real terms for 1968 will  still re- 
main under  the level  of 1965, the 

Raw Material Markets 

Tin Prices Being Supported 

A f t e r  in November  1967 tin prices 
at the London Metal  Exchange had 
risen due to the pound devaluat ion,  
they  cont inuously fell until  recent-  
ly, and this under  par t ly  strong 
fluctuations. So, with 1,304s 
the quotat ion for cash tin is at 
present  only by approx. ? per  cent  
above  the leve l  regis tered short ly 
before the devaluation.  This means 
that the major  part of the rise 
in prices, which was due to the 
devaluat ion,  has been  lost. 

The continuous pressure on prices 
in the tin market  must be traced 
back to the extraordinary increase 
in tin production accompanied by 
a simultaneous stagnation in con- 

sumption. Above  all because of ad- 

ditional processing of older  stocks 

of tin ores in Thailand, in 1967 
product ion in the Western  world 

for luterneUonal Economics .  2 March 14, 1968 

corresponding increase reaches be- 
tween 11 and 26 per  cent in Britain, 
France, and Italy. In the longer  
run, too, the Federal  Republic 
dropped back to the last place 
with an increase by 40 per cent be- 
tween 1960 and 1968 (France: 84 
per cent}. 

was with 173,900 lgt by 11.3 per  
cent h igher  than in 1966. Consump- 
tion, however ,  reg is te red- -due  to 
the cyclical  slackness in the most 
important  industrial  n a t i o n s - - a  
slight decrease by 0.4 per cent to 
165,900 lgt. 1967, therefore,  show- 
ed a product ion surplus of 8,000 Igt, 
whereas  in 1966 production still 
was by approx. 10,000 lgt smaller  
than consumption. 

True, urged by the producers,  in 
1967 only 4,900 lgt (1966:14,600 lgt) 
were  sold out  of the Amer ican  
stockpile. But the supply surplus 
thus total ly  reached not less than 
12,900 Igt in 1967. This quant i ty  
was absorbed by net  imports of the 
East-bloc, by stockpiling producers '  

stocks and by backings. By the 
end of 1967 alone, the International  

Tin Pool bought about 6,000 lgt of 

tin thus intending to back prices. 
10,000 Igt tin are said to be in the 
pool at present. The Tin Council  
seems to be determined to p reven t  
a further price decline below about  
1,300 s through further back- 
ings, for which it has a l ready pro- 
v ided new finance. 

Meanwhile,  the prospects  for a 
price stabilisation on the present  
l eve l - - a l so  without  larger  backings 
- - h a v e  improved.  In connect ion 
with the business rev iva l  in the 
Western  world, in 1968 a consider-  
able rise in consumption can be 
anticipated again. Production, how- 
ever,  wil l  grow at a s lower  rate, 
not  least  because  the surplus of 
Thai tin ores has been reduced. 
Moreover ,  the pressure on prices 
originat ing from the pool stocks is 
re la t ive ly  small, as these s tocks--  
according to the regulations of the  
Internat ional  Tin Agreement-- -can 
only be dissolved at a market  
pr ice  of at least  1,515s 

However ,  such a strong rise of 
the tin price cannot  be  expected,  
because prev ious ly  the Amer ican  
Stockpile Office will  probably 
abandon its reserves  against  tin 
sales. It can be assumed that only 
vo lun ta ry  export  restrictions would  
have  a price raising effect. But 
even  on the latest  conference in 
La Paz at the end of April, no 
agreement  could be reached about 
the restrictions. 
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