A Service of

ECOMNZTOR pr

Make Your Publications Visible.

Leibniz-Informationszentrum
Wirtschaft

Leibniz Information Centre
for Economics

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

Article — Digitized Version

The economic situation in the FRG

Intereconomics

Suggested Citation: Hamburg Institute of International Economics (HWWA) (Ed.) (1971) : The
economic situation in the FRG, Intereconomics, ISSN 0020-5346, Verlag Weltarchiv, Hamburg, Vol.

06, Iss. 12, pp. 389-390,
https://doi.org/10.1007/BF02926316

This Version is available at:
https://hdl.handle.net/10419/138568

Standard-Nutzungsbedingungen:

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

Sie dirfen die Dokumente nicht fiir 6ffentliche oder kommerzielle
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich
machen, vertreiben oder anderweitig nutzen.

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

WWW.ECONSTOR.EU

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.

Mitglied der

Leibniz-Gemeinschaft ;


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://doi.org/10.1007/BF02926316%0A
https://hdl.handle.net/10419/138568
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

WORLD BUSINESS TRENDS

The Economic Situation

in the FRG

The cyclical relaxation process
that in spring had got stuck
started going again with the
release of the DM-exchange rate
and the Federal Government’s
domestic programme of May,
1971. In particular the foreign
markets reacted on the de-facto
revaluation of the D-mark fol-
lowing the floating of the ex-
change rate with a distinct re-
straint in orders. The export of
goods, however, continued grow-
ing, although at a lower rate.
Industrial home-market orders
also declined, though only from
the middle of the year on and
not so much as those from
abroad. The propensity to invest,
whose downward movement had
stopped at the turn of the year,
weakened during the last months.
The rise in capital expenditure
on equipment stopped. In the
building market demand seems
to have passed its peak. These
are the results to which Arbeits-
gemeinschaft deutscher wirt-
schaftswissenschaftlicher  For-
schungsinstitute (Association of
German Economic Research In-
stitutions) has arrived at in its
latest expert report.

The general cyclical easing
is being more and more distinct-

INTERECONOMICS, No. 12, 1971

ly reflected on the labour mar-
ket: since summer the number
of workers and employees is
declining, and this is not with-
out influence on wage develop-
ments. The increase of the avail-
able total income declined no-
ticeably. With that also consumer
expenditure expanded more
slowly. Consumer prices—as
measured by the cost-of-living
index—have continuously in-
creased at a current annual rate
of about 6 p.c. during the second
and third quarters of the calen-
dar year.

The entrepreneurs’ propensity
to invest will be decisive for
the cyclical trend in 1972. It is
to be anticipated that the cur-
rently declining development of
domestic orders for capital goods
will continue during the next
months. At present the extent
and the duration of this decline
cannot be foreseen.

Weak Expansion
of Foreign Demand

The further development of
foreign demand is considerably
uncertain, particularly after the
price increases of exports since
the beginning of the float. The

prognosis assumes that in the
next months exports will grow
only slightly — if at all. This
anticipation is also supported
by the fact that in important
partner countries the cyclical
expansion is slowing down fur-
ther, and that the uncertainty
about the future development
of the DM-exchange rate is im-
peding the export trade.

In 1972 government expen-
diture—at any rate under con-
ditions of the cyclical status-
quo—will expand less than in
1971, although more than pro-
vided for in the budgetary plans.
For private consumer expendi-
ture an increase by 6.5 p.c. after
11 p.c. in 1971 is to be expected.
Since consumer prices, on an
annual average, will rise only
slightly less than this year, con-
sumption in real terms will ex-
pand only little by about 2 p.c.

Hardly Any Growth,
but Price Increases

During most of the next year
GNP in real terms will not grow
due to an only slightly expand-
ing total demand. Perhaps to-
wards the end of the year a
renewed small growth seems to
be possible. On an annual aver-
age this development will still
result in a GNP growth rate of
1 p.c. vis-a-vis the preceding
year, while industrial production
will fall noticeably. The growing
insecurity of jobs will effect the
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atmosphere of wage negotia-
tions. However, the continuing
price increases make it difficult
for the trade unions to return

to wage agreements in confor-
mity with stability. The cost-of-
living index will probably rise
by 4.5 p.c. on an annual average,

since in the beginning of 1972

the backlog will

amount to

2.5 p.c. and some indirect taxes

will be raised.

The Most Important Data of the National Account

Prognoses for the 2nd half of 1971 and for 1972

1970 1971 1870 1971 1972
1. hi.yr. ' 2. hf.yr. 1. hfyr. | 2. ht.yr. Years
Appropriation of the Natlonal Product
— in current prices —
in biillon DM

Private Consumption 173.2 197.5 193.6 217.2 370.7 410.8 436.6
Government Consumption 49.2 59.0 58.3 67.5 108.2 125.8 139.5
Investment in fixed assets 79.3 101.8 93.1 108.9 181.1 202.0 203.6

equipment 38.4 44.5 44.4 47.6 82.9 92.0 87.2

buildings 40.8 57.3 48.8 61.3 98.2 110.0 116.4
Change in stocks +15.4 - 42 + 8.8 - 56 +11.2 + 3.2 + 11
External contribution + 45 + 6.5 + 47 + 7.3 +11.0 +12.0 +17.3

Exports 75.1 82.7 83.7 89.6 157.8 173.3 183.3

Imports 70.6 76.3 79.0 82.4 146.9 161.4 166.0
Gross National Product 3216 360.5 358.5 395.3 682.1 753.8 798.1

Change in p.c. compared with the previous year

Private Consumption 10.6 1.3 1.8 10 1.0 1 6.5
Government Consumption 13.9 13.7 18.4 14.5 13.8 16.5 1
Investment in fixed assets 25 24.9 17.5 7 23.9 11.5 1

equipment 25.7 224 15.4 7 23.9 1 -5

buildings 19.7 26.9 19.5 7 23.8 12 55
Exports 12.4 10.2 1.5 8.5 1.3 10 6
Imports 16.3 14.9 1.9 8 15.6 10 3
Gross National Product 13.9 123 11.5 9.5 13.0 10.5 6

— in prices of 1962 ~
Change in p.c. compared with the previous year

Private Consumption 6.7 6.9 6.8 4 6.8 55 2
Government Consumption 3.3 5.1 8.6 45 4.3 6.5 4.5
Investment in fixed assets 10.6 13.0 8.8 0 1.9 4 -3

equipment 19.3 16.3 9.0 2 17.7 5.5 -7

buildings 2.2 10.2 8.6 -2 6.7 25 1
Exports 10.0 6.9 8.5 55 8.4 7 4
Imports 68 14.9 10.4 7.5 15.7 9 2
Gross National Product 6.6 4.2 41 2 5.4 3 1
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