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WORLD BUSINESS TRENDS 

1974: 
Slower World Trade Expansion 

During the second quarter of 
1973 a continuously expansive 
demand in the most important 
countries, an accelerated price- 
increase and another effective 
devaluation of the US-$ stimulat- 
ed the development of the world 
trade turnovers. The turnovers 
(in US-$ without East-Bloc-Coun- 
tries) were by nearly 28 p.c. 
(about 23 p.c. in the first quarter) 
higher than during the corre- 
sponding period of the preced- 
ing year. As a result of the dol- 
lar-weakness - which promoted 
another DM-revaluation at the 
end of June - the devaluation 
rate of the US-$ (weighted with 
the shares in world exports and 
imports) has almost doubled vis- 
b-vis the entire world from the 
first to the second quarter com- 
pared with the preceding year. 
Therefore the growth rate of 
world trade declines noticeably, 
if it is based on the results of the 
trade in national currencies. Then 

this rate amounts to about 21 p.c. 
only (after about 19 p.c. before). 

Accelerating Price Increases 

Finally an increasing influence 
of the price component on the 
nominal world trade data has to 
be taken into consideration. The 
boom on the world raw material 
markets continued in the second 
quarter of the year. Last but not 
least this may be the reason for 
the noticeable growth of price 
increases in world trade (about 
3 p.c.) as compared with the 
preceding year. Therefore (in the 
second quarter) the volume of 
world trade was by about 12 p.c. 
higher than a year ago. Com- 
pared with the first quarter of 
this year (about 13 p.c.) this 
means only a slight decline. But 
adjusted for seasonal trend the 
expansion of world trade be- 
tween both periods has - similar 
to last year - flattened com- 
pletely. The Washington realign- 

ment of December 1971 had been 
the potential reason for the ex- 
pansive reaction in the beginning 
of 1972, but such an exceptional 
influence did not exist at the 
beginning of this year. Anyway, 
since two quarters of such an 
exorbitant expansion preceded, 
a certain reaction is not sur- 
prising. 

Exorbitant Increase 
of Japan's Import 

During the second quarter 
Japan had the highest growth 
rate in US-$ (70 p.c.) among all 
industrial nations. Although a 
strike in the corresponding pe- 
riod of the preceding year makes 
certain deductions necessary, 
there remains a sensational ad- 
vantage over the corresponding 
rates of the West European econ- 
omies (30 p.c. on average) and 
the USA (26 p.c.). The inflation 
of imports caused by changing 
exchange rates and price in- 
creases (concerning the USA 
only in this aspect) is remarkable 
in any case. Even eliminating 
these influences Japan is at the 
top with an increase of its im- 
port volume within one year by 
approximately 38 p.c. (20 p.c. in 
the first quarter). This is a pre- 
cise reflection of the boom in 
demand. 

Exorbitant price increases of 
import goods in Japan, which 
- in spite of the yen-revaluation 
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in February - in the second 
quarter reached 14.8 p.c. com- 
pared with the same period in 
the preceding year, reflect main- 
ly the international price boom in 
raw materials that are an impor- 
tant part of Japan's import. Ob- 
vious is the strong price increase 
of imports for these countries 
whose exchange rates under- 
went a devaluation. 

Export Expansion in the USA 

Just as conspicuous as Jap- 
an's imports are the exports of 
the USA. With their extraordinary 
growth rates they are at the top 
within the group of the industrial 
countries. The value of exports 
increased by 44 p.c. compared 
with the same period last year, 
while Japan's growth rate was 
31 p.c. and the average of the 
West European countries was 
27 p.c. (on S-basis). The favour- 
able development in the USA is 
shown by the fact that the export 
expansion by 29 p.c. (price 
variations eliminated) has more 
than doubled compared with the 
world trade volume. The country 
profits now - apart from the 
special factor of the higher grain 
demand on the world market - 
by the improvement of its com- 
petitive position on the interna- 
tional markets caused by the 
dollar devaluation. The increase 
of the average export values by 
12.5 p.c. within a year's period 
is only a main consequence of 
the boom in the agricultural raw 
material prices. 

Strong Shifts in Balances 

The opposite development ten- 
dencies in the trade balances of 
Japan and the USA produced 
pronounced shifts in balance 
positions. While in the first half 
of 1972 Japan still had an export 
surplus of $ 1.8 bn, in the first 
half of 1973 it registered a deficit 
of about $ 500 ran. On the other 
hand, the import surplus of the 
USA declined from $ 4.5 bn to 
$ 2 bn (import at cif values). In 
the same period the traditional 
import surplus of the West Eu- 
ropean economies rose from 
$ 5.5 bn to $ 9.4 bn. Even if the 
above mentioned special influen- 
ces are taken into account the 
changes in the balance positions 
mark clearly first successes con- 
cerning the efforts for an elimi- 
nation of international trade 
disequilibria. 

Prognosis: Slight Slowing Down 

Regarding the further develop- 
ment of world trade in the sec- 
ond half of 1973, it is expected 
that the expansion of demand in 
the industrial countries will de- 
cline only slowly. Thus the pre- 
requisite is given for a further 
spirited growth of world trade 
turnover, which - adjusted for 
seasonal variation - had been 
interrupted during the second 
quarter. On the basis of an esti- 
mated growth of production by 
7 p.c. in the industrial countries, 
the calculation of an expansion 
rate of 12-13 p.c. for the world 

trade turnover, which had been 
published here three months ago, 
can be sustained. Due to the 
heavy shifts in the system of 
exchange rates in the direction 
of a devaluation of the dollar, 
which occurred between the sec- 
ond and third quarter, the nomi- 
nal inflation of world trade turn- 
overs measured in dollar terms 
will be even stronger than in the 
first half of the year. As a further 
rise of raw material prices is not 
expected, the upward pressure 
on prices in international trade 
might diminish on an average, 
even though the price increases 
of industrial goods will rather 
accelerate. 

During 1974 the economic 
trend will considerably turn 
down in the industrial countries. 
As this development will be 
most pronounced in the USA, 
which has the lowest import rate, 
the slow down will be less 
marked in world trade expan- 
sion. Therefore we anticipate 
that its increase (adjusted for 
prices and exchange rates) will 
correspond to the medium-term 
average (1969 to 1973:9.5 p.c.). 
A shifting of the shares corre- 
sponding to the exchange rate 
relations is expected. Particular- 
ly the USA's trade balance 
should improve considerably. 
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