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are reports that temporary suspension of these border taxes is being advocated

but this would be politically very unpopular and it is unlikely that Parliament
would reverse itself s0 soon after broadening these taxes, particularly just
before an election year.

Internal exvpansion more-broadly based

The business expansion is becoming increasingly more broadly based

as the continuing growth in export demand is sparking new domestic investment

spending in manufacturing., This has led to better capacity utilization,

especially in the investment goods sector, and to an improved profit situation.

The latter, in turn, is encouraging increases in capital investment, particularly

since demanc continues to expand. Theflow of new orders to industry is still

rising. January orders, although below the very high level last October, were
. 5 per cent above the November-December average (after seasonal adjustment).

(See Table 6.) Both domestic and foreign orders rose and the foreign order

backlog probably increased further.i/ The flow of orders continued strong

to both the capital goods and the basic industries (steel companies are reported

to be surprised by the pick-up in demand and to be withdrawing delivery offers

to the U.S. market); by contrast, demand for consumer goods, which was stable

throughout 1963, declined. However, the January-February pick-up in retail

turnover may indicate that a rise in orders to the consumer goods industries

may soon appear.

Supply situation not strained

Continuing increases in industrial output apparently have accommodated
the rising demand without being checked by visible supply limitations though
perhaps raising marginal costs. Deliveries have been keeping pace with order

. inflows, excest in the export sector, where a lengthening of delivery periods

g/’ During the last half of 1963 export deliveries are estimated to have run
at an annual rate of $15.4 billion, while orders have been flowing in at a
$16.1 billion rate.




1962

January
April
July

October

1963
January
April
July
October
November

December

1964

January 2/

Table 6f
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Germany : New Orders Received by Industry

All
Industries 1/

208
209
205

215

207
220
224
240
225

215

(1954 turnover=100; seasonally adjusted) “ﬁ
Domestic  Foreign Basic Capital Consumer j
Orders Orders Industries Goods Goods vi
201 244 190 256 169
200 243 185 263 159
200 228 182 251 174
207 252 197 256 180
|
197 254 184 253 177
205 297 194 271 179
210 301 196 290 1 7«.’ ]
225 317 214 298 192 f’
210 311 206 279 174
201 276 188 261 173
215 302 211 280 159

231

January 1962-January 1964

1/ Excludes mining.
2/ Preliminary.

Source:

Bundesbank, Monthly Report.
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may eventually produce a dampening effect. For industry as a whole, the inflow
of orders as a percentage of deliveries was 99 per cent during the second half
of 1963, The building industry actually managed to reduce its large order
backlogs somewhat. Building output early this Year ran at about twice the rate
of January-February 1963, when weather conditions curtailed building activity
severely, (See Table 7.)

Labor avajlabilities main limiting factor

Pressures on the labor market intensified somewhat early this year
(after making allowance for seasonal factors) and the tight labor situation
remains the major limiting factor on further expansion in output. At the
same time, the continuing trend to a shorter work week (a 1-1/4 hour reduction
in the work week became effective for the large metal workers union early
this year) has caused Economics Minister Schmuecker to voice his opposition
to reductisns in working hours "except within the limits of economic possibilities".i
Labor shor:tages are moderated by continuing increases in productivity from greater
capacity urilization by further labor mobility which permits more effective use
of labor, and by greater use of labor saving equipment,

Wlage pressures are continuing to moderate, primarily because the
lengthening of contract periods in 1963 has reduced the number of contracts
coming up for renegotiation in 1964. It is estimated that contracts for about
8 million workers (one half the 1963 total) are to be renewed this year. But
labor demand may well intensify during the course of the year, particularly
because of labor discontent over administrative price increases which have
affected food prices and rents. On the other hand, despite labor's improved
bargaining position, the important Metalworkers Union dropped the demand for
longer vacations because of the labor shortage. Whether the moderation in the

upward movenent of wages which started in 1963 will continue through 1964 is

one of the big unanswered questions.




Table 7,

Germany: Industrial Production, 1962-February 1964

1962

February
May .
August

November

1963
February
May
August
November

December

1964

January 1/

February 1/

(Index Numbers, 1950=100, seasonally adjusted)
Basic &
All Producer Capital
Industries Goods Goods
269 279 372
272 291 372
280 300 380
285 300 387
264 271 359
283 308 369
291 319 383
302 334 408
292 324 380
296 322 396
297 323 405

1/ Preliminary.

Source:

Bundesbank, Monthly Report.

Food,
Consumer  Beverages
Goods & Tobacco  Building
228 228 228
231 227 260
234 238 275
239 241 272
221 238 124
235 249 307 g
241 247 314 ‘
249 243 316
235 257 296
245 252 266
237 250 245
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Prices rise slightly faster.

Although unit labor costs developed favorably, the slight upward
tendency of srice movements which became noticeable in the fall of 1963 has
accelerated a little in recent months. (See Table 8.) Producer prices for
industrial prroducts, which had been very stable until the fall of 1963, rose
by 0.4 per cent between October 1963 and January 1964. Investment goods
pPrices were up only fractionally; most of the rise was concentrated in the
consumer goods sector. Increased import prices for raw materials and semi-
finished goods contributed to this rise. The upward movement of export
pPrices, on the other hand, probably reflected the favorable demand situation
abroad; export prices rose 1.2 per cent between October,1963 and January, 1964,

In general, especially on a year-to-year basis, price movements
still have been very moderate, particularly by contrast with price trends in
neighboring countries: between January 1963 and January 1964, industrial
producer prices were up 0.8 per cent and export prices 1.6 per cent. The
2.6 per cent rise in consumer prices resulted in part from the decontrol of
rents and price increases for food, but prices for other consumption goods
also have started moving up slightly in recent months. Thus far, it would
appear, the expansion in demand has actually had very little impact on price
movements probably because of the elasticity of supply availabilities.

So far, the balance of payments surplus also appears to have had
comparatively little effect on domestic credit expansion. While the liquidity
position of the banks eased during 1963 (in contrast with the relative
stringency which prevailed during 1962) credit extensions to the private non-
bank sector have increased no more in 1963 than in 1962 (DM 19.5 billion as

compared with DM 19.7 billion). Credit extension by the private sector to




Table 8. Germany: Prices and Wage
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J fPrQaucer Prices

- Total industrial

'~ products

Investment goods b/
Consumer goods b/

Consumer Prices

General index
Food

Export Prices

General index
Investment goocs b/
Consumer goods b/~

Import Prices

General index
Investment goods b/
Consumer goods b/

Earnings

Average hourly earnings

in industry 4/

(Index numbers, 1§§Eﬂ100§

S, Janux

1962~Januvary 196k

6L,

a/ Preliminary.

b/ Grouped according to end-use of goods.

/ Not available.

I feR el
~

Published February, May, August, and November only.

Source: Statistisches Bundesamt, Wirtschaft und Statistik.

1962 1963 ~ 6L
Jan,  July  Jan, July Oct. Nov. Decs®/ dJan. 2
102.5 103.1  103.5 103.h 103.9 1040 10k.1 10h.3
105.0 107.3  107.3 107.3 107.4 107.L 107.k 107.5
10,9 10h.7  106.0 107.1 107.5 107.9 108.C 108.h
107.2 110.3 1111 111.6 121 112,5 113.2 1140
106.1 112.3 111.0 110.3 110.1 110.9 112.2 113.6
100.,2 100.7  100.h 100.6 100.8 101.1 10.3 102.0 |
105.6 107.h  107.0 107.8 108.0 108.k 108.7 110.1
100.6 100.8  101.2 101.1 101.5 101.5 101.5 1026
93.2 92.8  95.6 9L.7 96.2 96.1 96.9 96.8
91.L  97.8  97.h 97.9  98.3 98.5 98.5 100.9
93.8  9kL.6 Su.5 9k.6  9k.5 94.5  9i.7 9h.6
137.0 1Lk3.3  147.3 15k.1 c/ c/ </
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i p§b11c authorities grew much more rapidly last year than in 1962 (DM 4.6 billion
as com@ared with DM 2.4 billion), but fiscal operations of the Federal

Government remained restrictive because of large public payments abroad, which

continue to rise,






